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Abstract: Intellectual Capital and complete a new model for organizations to provide real value and can be used tocalculate the future value of the company. Because of this, the desire to measure the true value of intangible assetsand intellectual capital firms with more shareholders (investors) and other stakeholders has increased. Thepurpose of this study was to investigate the relationship between growth rate and efficiency of intellectual capitalstock. Due to the increasing interest in and attention to the concept of intellectual capital firms, this study attemptsto honor the concept is considered in the country. The sample consisted of 137 listed companies on the StockExchange during the period 4 Year 2010 From 2013 to collect and summarize the hypotheses were tested usingPearson's correlation and regression tests, Significant test statistics of the models t and F Took place at 95 percentFindings indicate that intellectual capital is a significant relationship with stock returns but did not show asignificant correlation between the growth rate of sales.
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1. Introduction

*With the revolution in information technology inthe years after 1990, patterns in the world economyhave changed radically. In today’s economy,knowledge as the most important asset, has replacedphysical and financial capital (Ghelichlee andMoshabbaki, 2006). Identifying and assessing thevalue of knowledge has continued from the past tothe present and it is precisely the reason why mostfirms do not report it. This causes properties toremain invisible to the world outside the institutionand sometimes even unrecognizable to theemployees within the organization. Thomas Stewart,one of the pioneers in this field, has popularized theterm intellectual capital for assets of this kind(Dastgir and Mohammadi, 2009). In the twentiethcentury, economy was based in industry. In thatcentury, companies and countries with greaterphysical and financial assets would produce morewealth. However, the 21st century economy is basedin knowledge.For example, Seetharaman quotes from Kendrick,an American economist, that in 1925, intangible totangible asset ratio was 30 to 70 but increased toabout 63 to 37 in the 1990s (2002). Stewart arguesthat human capital is the most important asset of anycompany (1991). It is expected therefore thatcompanies with higher intellectual and humancapital exhibit higher financial performance. In fact,traditional financial reporting cannot calculate theactual enterprise value and only does withmeasuring short-term financial balance sheet and
* Corresponding Author.

tangible assets. This is despite the fact that in recentdecades, companies have expressed special attentionto measuring intellectual capital for reporting tostakeholders and are trying to find a way to assessinternal intangible assets and determine the value ofintangibles in organizations (Young Chu, 2006).Intellectual capital provides a new perfect model forobserving the actual value of an organization andalso for calculating the future enterprise value. Forthis reason, the tendency to evaluate and considerthe actual value of intangible assets and intellectualcapital has further increased among firms,shareholders (investors) and other stakeholders.
2. Problem statement and significance of the
studyIntellectual capital is a form of capital beyondphysical and tangible assets (Ebrahim Abbasi et al.,2010). One of the influential factors in decision-making by managers, investors and creditors is theability to repay and business unit profitability. Thepresent study aims to find a relationship betweenintellectual capital and two performance variables ofgrowth rate and stock return using the EconomicValue Added valuation model. Since these twoperformance factors are important for decision-making, analyzing the relationship betweenintellectual capital and these factors is the mainobjective of this study – which is of decisiveimportance for the success or failure of firms. On theother hand, due to the increasing interest ofrenowned companies in the concept of intellectualcapital, this study is an attempt to appreciate thisconcept in Iran.



Hasanali Ghanei, Ahmad Ramezani Kheibari / Journal of Scientific Research and Development, 2 (7) 2015, Pages: 280-284

281

3. Theoretical basics and literature reviewIn the industrial era which began in the 1890s,the emphasis was on mass production anddistribution. Today, however, the World Wide Webhas disposed of the industrial age and triggered theadvent of a new era of knowledge. In the era ofknowledge, what leads to success in business andindustry is human knowledge. This intangible assetis known as the intellectual capital. The developmentof intellectual capital constitutes the vital area ofprofitability (Mojtahedzadeh, 2002). Knowledge-based business environments require an approachthat encompasses new intangible organizationalassets such as human resources knowledge andcompetencies, innovation, customer relations, andorganizational culture, systems, and structures.The concept of intellectual capital has attractedthe interest of academic researchers andorganizational practitioners (Ghelichlee et al., 2006).In 1982, 62% of investments in shares of USmanufacturing companies were spent on tangibleassets which constituted a great share of enterprisevalue in the market. In 1999, however, thispercentage decreased to 16%. This means that about84% of enterprise value in the market wasconstituted by intellectual capital (Changand et al.,2008). The results of studies have shown thatcompanies with a higher level of control and focuson their intangible assets are characterized by abetter performance and return on investment and alower volatility of stock prices compared withcompanies that are oblivious to these assets and tointellectual capital in particular (Bramhndcar, 2007).This becomes even more evident when a company issold for a price 4 or 5 times the value of its assets.The additional amount is the value of intellectualcapital including human and structural assets,communication, brand name, etc. In the majority ofcases, these valuable assets have no place in thecompany’s financial statements which makes itdifficult to determine the price of a company and thevalue of its capital. The important thing is that weare lacking a comparable measure that enables us toconsider people with the same intensity that wefocus on material issues.A number of international companies, expertsand consultants have begun to investigate varioustechniques for identifying, measuring and reportingintellectual capital within organizations. In thisprocess, new generations of internal and externalaccounting reporting methods have emerged fromwithin organizations. The results obtained from thereporting of intellectual capital includes improvedstaff morale, less personnel rearrangement,increased investment in the development ofintellectual capital, increased perceived value of acompany’s intellectual capital by the senior staff anda better understanding of the main factors that arecrucial for continued growth and development(Zanjirdar et al., 2008). The aim of this article is toexplain different conceptions and definitions ofintellectual capital and to elaborate the importance

of management and the reflection of these profitableassets in the financial statements of companies andbusiness units. In this regard, we refer to severalintellectual capital measurement models andmethods and their quantitative formulas andtechniques that enable us to record and reportintellectual capital in financial statements.
3.1. Literature reviewMonavvarian et al. (2006) in their studyexamined the impact of intellectual capital on theperformance of Mellat Bank, Tehran. This studyshowed that there was a strong interrelationshipbetween the components of intellectual capital.Madhooshi et al. (2009) in his study examined therelationship between the value of intellectual capitalin investment companies listed on the Tehran StockExchange and their financial efficiency. The resultsshowed that there is a significant positiverelationship between intellectual capital andfinancial performance, intellectual capital and futurefinancial performance, intellectual capital growthrate and the rate of return on financial investment bycompanies listed on the Tehran Stock Exchange. Zare(2008) investigated the relationship betweenknowledge management, innovation andorganizational performance. He found that anorganization, by knowledge management, can use itsresources more efficiently, be innovative and have abetter performance. The results showed thatknowledge management and innovation have adirect relationship with each other and both have adirect and indirect influence on organizationalperformance. Namazi and Ebrahimi (2009) in astudy investigated the impact of intellectual capitalon current and future financial performance.Intellectual capital was calculated based on thePalick model. The results show that regardless offirm size, debt structure and past financialperformance, there is a positive relationshipbetween intellectual capital and current and futurefinancial performance of a company at the level of allcompanies and industries. Furthermore, at the levelof all companies and industries, there is a significantnegative relationship between firm size and currentand future performance and there is a significantpositive relationship between past performance andcurrent performance, and past performance andfuture performance. However, the relationshipbetween debt structure and current and futureperformance is positive at the level of all companies,negative at the level of all industries, in the chemicaland pharmaceutical industry, and not clear in theautomotive industry and the industry of metallic andnon-metallic mineral products.Chu (2006) also examined the relationshipbetween the components of intellectual capital(human, relational and structural capital) andperformance in specialized advanced industries inthe Industrial Technology Research Institute andconcluded that firstly there was a significant positiverelationship between the components of intellectual
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capital and firm performance and that secondlyintellectual capital was subject to the process ofcreating and maintaining values in an organization.Bramhandkar (2007) in his study investigatedthe impact of intellectual capital on the performanceof 139 pharmaceutical companies and the resultsindicated that the there was a significantrelationship between the components of intellectualcapital and firm performance. With a focus on Asiaand by collecting data from 150 general firms listedon Singapore Exchange Limited between 2000 and2002, Tan (2009) examined the relationshipbetween the three intellectual capital components(human, structural and relational capital) andfinancial efficiency (performance). The resultsshowed that firstly there was a significant positiverelationship between intellectual capital and thecompanies’ current and future financial performanceand that secondly intellectual capital had differentimpacts on the financial performance of companiesin different industries. In a study entitled “the impactof intellectual capital on performance,” Appuhami(2007) examined impact of intellectual capitalcomponents (human, structural and relationalcapital) on firm performance in the banking andinsurance industry in the country. The resultsindicated a significant positive correlation betweeneach intellectual capital component and firmperformance.Chang (2008) examined the relationshipbetween intellectual capital components andoperational, financial and market performance in theelectronics industry in Taiwan Stock ExchangeCorporation. The adjusted value added intellectualcoefficient was used for measuring intellectualcapital. The results indicated a positive relationshipbetween operational performance and the capitalemployed and no relationship between operationalperformance and human and structural capital.Intellectual capital components also had a negativerelationship with financial and market performance.Furthermore, research and development expenseswere positively correlated with operational, financialand market performance. However, intellectualproperty was positively correlated only withoperational performance.
4. Hypotheses and methodologyThe present study uses a descriptive design andis conducted in the form of an applied researchproject in terms of objectives. The purpose of thisstudy is to provide a convenient way to find therelationship between intellectual capital and thevariables of growth rate and stock returns and toempirically test these methods on the Tehran StockExchange. To this end, we used the economic valueadded valuation model and the classical linearregression to calculate the value of intellectualcapital for each investment firm for a period of 4years from 2010 to 2012. Then, we used the cross-correlation coefficient to examine the mainhypothesis indicating that there is a significant

relationship between the value of corporateintellectual capital and the variables of growth rateand stock returns. The sub-hypotheses are stated asfollows:First hypothesis: There is a significantrelationship between intellectual capital and stockreturns of a firm.Second hypothesis: There is a significantrelationship between intellectual capital and growthrate of a firm.We used the F-test in multiple regression analysiswith the SPSS software product v.20 to test theresearch hypotheses and used the EXCEL 2010software product to create necessary databases. Thestatistical population of the study includescompanies listed on the Tehran Stock Exchange withthe following conditions: First, the company had tohave an ongoing activity since March 15, 2010, toMarch 15, 2013. Secondly, the company had to belisted on the Tehran Stock Exchange before the fiscalyear 2010 and their fiscal year had to end on March15. Thirdly, the company had to have no changes inits fiscal year during the time of the study and itsdata had to be available. And fourthly, investmentfirms, financial intermediaries, banks and leasingcompanies were excluded from the statisticalpopulation. With the above conditions, of the 437companies listed on the Tehran Stock Exchange, 137companies were considered as the convenientsample population. 38 companies were finallysampled for the study based on Cochran’s samplesize formula.This study follows Setayesh et al. (2011) in usingEconomic Value Added (VAD) Model to measureintellectual capital. EVA is calculated as follows:EVA = NOPAT t – (WACC t × Capital t – 1)Economic Value Added = net operating profitafter tax - (weighted average cost of capital * capitalused in the company)Intellectual capital includes all the factors that arepresent in a business firm in addition to currentassets and tangible assets. Intellectual capitalincludes the factors behind tangible assets andcurrent assets that lead to commercial work and thatare the main power achieved by a company. Theyexist in relation to present or anticipated profits(Stewart, 1998). The return on equity is the ratio oftotal gains (or losses) from investments to theamount of capital that has been spent in order toearn revenue in a given period. It could be a day, amonth, a year or any length of time (Ghaemi andSaeed, 2006).Return on Equity = (the company’s market valueat the end of the year - the company’s market valueat the beginning of the year + approved dividend -raising capital through cash and receivables) /market value at beginning of the yearFinally, in the current study, the growth rate iscalculated using sales growth as follows: (Haghighatand Mousavi, 2007)Sales Growth = [(sales this year - sales last year) /sales last year] * 100
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5. Description of the hypothesis testing processTo test the research hypotheses, considering thedistribution of data, we used the classical linearregression analysis to examine the significance of alinear relationship between the independent anddependent variables and the effect of theindependent variable on the dependent variable atthe 95% confidence level (5% error).

5.1. Hypothesis 1H0: There is no significant relationship betweenintellectual capital and return on equity in a firmH1: There is a significant relationship betweenintellectual capital and return on equity in a firm
Table 1: Regression coefficients with return on equity as the dependent variableModel Variables Standardizedcoefficients Non-Standardized coefficients T-statistic SignificantlevelCoefficient Standarderror VIF

1
Constant ---- 0.116 0.215 0.538 0.591 ----Intellectualcapital -0.12 -3.577 0 2.888 0.004 1.012Firm Size 0.009 0.003 0.016 0.215 0.83 1.009Firmperformance 0.249 0.813 0.135 6.013 0 1.004

The significant level for both independentvariables (intellectual capital and firm performance)is below 0.05. As a result, they are present in thefinal regression model. The variables of firm size andthe constant value with a significant level above 0.05are absent in the final model. In other words, there isa significant linear relationship between theindependent variables (intellectual capital and firmperformance) and the dependent variable (return onequity). Thus, the final model can be defined asfollows:RETt= (-3/577E-08)*IC+ (0/813)* ROA

The main hypothesis is thus confirmed. Thismeans that there is a significant relationshipbetween intellectual capital and return on equity.
5.2. Hypothesis 2H0: There is no significant relationship betweenintellectual capital and growth rate in a firmH1: There is a significant relationship betweenintellectual capital and growth rate in a firm

Table 2: Regression coefficients with growth rate as the dependent variable
Model Variables Standardizedcoefficients Non-Standardizedcoefficients T-statistic SignificantlevelCoefficient Standarderror VIF

2 Constant ---- -0.578 0.184 -3.191 0.001 ----Intellectual capital 0.037 9.454 0 0.893 0.372 1.012Firm Size 0.158 0.051 0.014 3.792 0 1.009Firm performance 0.18 0.499 0.116 4.316 0 1.004The significant level for both independentvariables (firm size and firm performance) and theconstant value is below 0.05. As a result, they arepresent in the final regression model. The variable ofintellectual capital with a significant level above 0.05is absent in the final model. In other words, there is asignificant linear relationship between theindependent variables (firm size and firmperformance) and the dependent variable (growthrate). Thus, the final model can be defined as follows:ROSt = (-0/587) + (0/051) *SIZE+ (0/499)*ROAThe main hypothesis is not confirmed. Thismeans that there is no significant relationshipbetween intellectual capital and growth rate.
6. ConclusionThe results show that there is a significantrelationship between intellectual capital and returnon equity. Administrators are advised to attach great

importance to intellectual capital in order to increasegrowth and return on equity. The research resultsshow that there is no significant relationshipbetween intellectual capital and sales growth rate.Therefore, it is necessary to use intellectual capitaland its constituent elements (human, structural andrelational capital) to increase the sales of a company.Accounting studies often are post-hoc studies.Therefore, it is usually not possible to be present atthe time of the occurrence of variables. Although wemust admit that it is not possible to control variablescompletely in any study - even in experimentalsciences.
ReferencesAbbasi, Ebrahim. and Goldi Sedghi, Aman., 2010, Theimpact of performance evaluation of intellectualcapital components on financial performance incompanies listed on the Tehran Stock Exchange,



Hasanali Ghanei, Ahmad Ramezani Kheibari / Journal of Scientific Research and Development, 2 (7) 2015, Pages: 280-284

284

Iranian Journal of Accounting and AuditingStudies17, pp. 57Aboody, D., M.E., Barth, and R., Kasznik, 1999.“Revaluations of Fixed Assets and Future FirmPerformance: Evidence From The UK”, Journal ofAccounting and Economics 26, pp.Appuhami R, 2007, The impact of intellectual capitalon investors’ Capital Gain on Shares: An empiricalinvestigation in Thai banking, finance andinsurance sector. Journal of Internet Banking andCommerce, pp. 100-121Bontis, N., 2012, Managing organizational knowledgeby diagnosing intellectual capital: framing andadvancing the state of the field’, InternationalJournal Technology Management, Vol. 18, No./6/7/8, pp. 433-462Bramhandkar, Alka, Intellectual Capital andOrganizational Performance: an Empirical Studyof the Pharmaceutical Industry, Vol. 5, Issue 4,2007.Chang, Chun-Jung, 2008, The study of relationshipsamong intellectual capital, Business performanceand business value for the biotechnology industryin Taiwan, Master’s thesis, graduate institute ofaccounting.Chang, Su-Chao., Lee, 2008, Ming-Shing. The linkagebetween knowledge cumulation capability andorganizational innovation. Journal of KnowledgeManagement, 12, pp. 3-20.Chu, P.C., 2006, Intellectual capital performance ofcommercial banks in Malaysia, Journal ofIntellectual Capital, Vol. 6 No. 3, pp. 96-385.Dastgir, Mohsen. and Mohammadim Kamran. 2009,Intellectual Capital: Inexhaustible Treasure,Sazman Pubications.Ghelichlee, Behrooz. and Moshabbaki, Asghar. 2006.The role of social capital in the creation ofintellectual capital in organizations: A study oftwo automotive companies. Iranian KnowledgeManagement Quarterly, No. 75, pp. 125-147.Madhooshi, Mehrdad. and Asgharnejad Amiri, Mehdi.2009, Measuring intellectual capital and itsrelationship with the financial performance ofcompanies, Iranian Journal of Accounting andAuditing Studies, No. 57, fall, pp. 101-116.Mojtahedzadeh, Vida, 2001, as reflected in themanagement of intellectual capital accounting,accountant, Q 17, No. 152, pp. 35-64.Mojtahedzadeh, Vida. 2002. The role of managementaccounting in reflecting intellectual capital,Iranian Journal of Accountants, Vol. 17, No. 152,pp. 35-64.Namazi, Mohammad. and Ebrahimi, Shahla. 2009,The impact of intellectual capital on the currentand future financial performance of firms listed

on the Tehran Stock Exchange, Iranian Journal ofFinancial Research.Tan, H. P., 2009, Plowman, D., Hancock, P.,Intellectual Capital and Financial Returns ofCompanies, Journal of Intellectual Capital, No 1,pp. 76-95.Young Chu, Ling Lin, Po Yu, 2006, Hsing Hwa Hsiung,Tzu Yar Liu, Intellectual capital: An empiricalstudy  of ITRI, Available online atww.sciencedirect.com, Technological Forecastingand Social Change, 73, pp. 886-902.Zanjirdar, Majid. Kohan, Ali. and Soltanzadeh,Aliakbar, 2008, Management, measurement andreporting of intellectual capital, IranianCommerce Chamber, No. 483, pp. 10-12.Zare, Seyed Mohsen, 2008, The impact of enablers onknowledge management processes in Tehran OilRefining Company, MA Thesis, School of Business,University of Isfahan.


