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ABSTRACT

Intellectual capital is a significant value driver in today’s organizations. Conventional
financial statements in company’s annual reports do not provide the appropriate
information for managers or stakeholders to recognize how their intangible resources
create value in the future. This study had addressed this issue by devising the concept of
Intellectual Capital Statements (ICS), which are intended to connect this gap by
presenting information about how intellectual resources generate future value. The
concept of intellectual capital is new in the market and much of the discussions and the
research work is needed for its strategic recognition amongst business community. For
this purpose, in-depth analysis was chalked out which can only be made possible through
qualitative study and market survey. Triangulation and matching technique was applied
to codify the qualitative data so that the outcomes can be measured and recorded. The
results indicated that the potential of Intellectual capital is realized in the Telecom and
Banking sector as a competitive-edge-carrier. The study was thus limited to the
qualitative visualization of IC and its components in these sectors. The future direction

for research is quantitative study of IC based on value measurement.
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REALIZATION OF GROWING IMPORTANCE OF
INTELLECTUAL CAPITAL AND ITS REPORTING
IN DEVELOPING ECONOMIES

CHAPTERNO: 1

1. INTRODUCTION

IC or Intellectual capital has numerous meanings according to the various diverse
theories in Social Sciences. Webster's defines intellect as: “Knowledge capability
for the cognitive use of brainpower.”

In accordance with the IAS (accounting standards recognized globally): the non-
physical and non-financial asset which can be acknowledged and employed in the
development and delivery of products and services is known as Infellectual Capi-
tal. In other words, the insubstantial sources of value or assets that are used by the
organizations as capital or resource to gain competitive advantage are known in
the present arena as Intellectual Capital.

All that wealth or possession which creates sustainable development for the or-
ganization by creating competitive dominance over others is known as IC.
Stewart (1997) portrays the wealth of the organization which is generated trough
contribution and financing in information channels, intellectual property rights and
innovation is none other than the intellectual capital (IC).

Bontis (1998) bifurcates Intellectual Capital as under:

1. HC (Human Capital)

2. SC or Organizational Capital

3. RC (Relational Capital)



The term "intellectual capital" is used or employed for information technology,
standards and innovation research and venture capital by the theorists due to the
industrial focus. Moreover, this term became widespread between 1995-2000 as
theories were being chalked out to know the nature and behavior of the Dotcom
Boom as the concept of value and its evaluation was in the process of evolution.
The management and safeguarding of intellectual property in Pakistan was consid-
ered globally to be an area which was not given due attention and importance, pre-
vious to the year 2005.

IPO-Pakistan, A newly established autonomous organization of the Federal Gov-
ernment is meant to deal with the deficiency and ineffectiveness at the organiza-
tional level which is proving to be hurdle in the way of well-organized administra-
tion of rights related to Intellectual Property.

As it is evident that the awareness level regarding Intellectual property (IP) in the
country is IP awareness in Pakistan is near to ground. For this very reason, Intel-
lectual Property Organization has been working on this concept through through
social and corporate integration. There is a mechanism which is governed by a
program which aimed at creating awareness to the out-distance community. Under
this program, the pillars of the economy like business community, research and
educational institutes and common man are linked through various means and ap-
plications communication.

IPO is only the start of the struggle which is aimed at making the nation as a part
of the international community which is aware of the significance of IP and its
various components. This will also provide a platform for the strengthening of the

economy by giving recognition to the creativity, innovation, research and devel-



opment in the area of Intellectual Capital Management. Hence, it is crucial to have
strict and pre-programmed policy and system for attainting the goal which is sup-
pose to have a reinforced economy backed by:

> Traﬁsfer of expertise

» Innovation

» Research and development
1.1 JUSTIFICATION AND IMPORTANCE OF THE STUDY
This study is based on the universalistic perspective indicating that the most rele-
vant domains and elements of Intellectual Capital are known as:

1. HC

2. §C

3. RC
(Quinn et al, 1993; Meritum, 2002; Bontis, 1998; Bontis, 1999; Bontis, 2002; Bou-
ty, 2000; Bontis, 2000)
This study is an attempt to learn the role of Intellectual Capital in the organizations
and how it can be valued and measured. The role of IC-components in maintaining
the competitive edge will be determined through their effect on the performance of
the organization.
The present age is categorized as the age of knowledge management where there is
explosion of information which has created the need of a society backed by timely
and vital information to gain economic benefits through competitive organizations
which can compete in the international market.
Most of the eminent scholars including Peter Drucker believe that the emergence of

knowledge-based society is marked with the materialization of novel concept and



practice where the vital source of value creation are intangibles based on knowledge
and other intangible assets.

The present age is the journey of the concept of value creation from tangible or
material sources to intangibles. Similarly, there is visible transformation in the
way companies generate and project value for the attainment of sustainable pro-
gress. Knowledge in contrast with the tangibles (assets, goods, resources) grows
mostly by sharing mechanism based on communication channels.

There are five Communication theories which state that a network's potential
benefits grow exponential with respect to its interconnection. This phenomenon is
true for all knowledge-based networks which are responsible for sharing and dis-
seminating the required information.

Rational and radical growth at the organizational level can only be possible
through the dissemination of information to have uniformity in awareness level of
the stock and stakeholders. This will promote homogeneity in targets and cross
functional responsibilities. In this way every process in the organization will be
source of value creation and assurance.

Today, one of the most valuable intangible resources is knowledge which is
termed as Intellectual Capital (James et al, 1993).

In Asian philosophy, it is not categorized as a substance or a thing rather it is an
element or a course of action. Prevailing metaphors include knowledge as spirit,
wisdom or enlightment.

In western organizations, it is observed that knowledge is believed to be a sub-
stance which has value or can be valued. This concept is depicted by Gustavsson,

(2001) and it is named as thingification. It is not uncommon in management think-



ing today. He also depicted that knowledge has value and can be utilized to attain
the “bottom line” as far as business and economic activities are cpncerned.

Quinn et al, (1993) have concluded that customer recognition has been achieved
by those corporations which have adopted this novel principle by creating and
adopting new knowledge for enhancement in Intellectual Capital. Grant (1996)
depicted that in order to make the most out of intangible assets, internal and exter-
nal customers are to be involved in the process of intellectual capital development.
This collective expertise will be highly beneficial for optimum utilization of the
cutting-edge sources and their management which will pave the way for superior
value generation. Knowledge which can be constructive is defined by Stewart
(1997) as “Intellectual Capital”.

1.2 ORGANIZATION OF THE STUDY

The first chapter deals with the introduction and rationale of the intellectual capital
and its details about the whole theme as well as its realization in the developed and
developing world. The second one illustrates about the background, insight and visu-
alization of the concept of IC and its components.

The three main components of IC are defined and classified in the light of the work
done by the renowned scholars like Bontis, Edvinsson and Andriessen and their work
in this field is like a milestone. The work of OECD (Organization for Economic Co-
operation and Development) in the shéping of manuals like Fracasti and Oslo for
R&D and innovation along with the policies is also added according to the concept
being described in the dissertation along with the illustration of relevant models. The

reporting of Intellectual Capital and its strategy is also elaborated in detail in the same

chapter.



The research methodology, which explains about the constructs and concepts of the
study, is labeled as the third chapter. It covers the Research Design, Survey Methods
(Interviews), Sampling Technique, The Advantage, Response Rate and the Research
Model. Chapter four discusses the result, outcomes of the study. Finally, conclusion,
limitation, recommendation and future research directions are wrapped up in the fifth
chapter.

The comprehensive tables of the survey responses are given at the end of the thesis

under the heading of Appendix 1.

The sample of the interview questions are also positioned at the end as Appendix II.



CHAPTER NO: 2

LITERATURE REVIEW

2.1 REALIZATION OF INTELLECTUAL CAPITAL

During the period of agricultural and industrial era, only tangible items like land,
manpower and wealth were valued at all levels of the economy. Today, considerable
shifting has been observed in this concept as intellectual assets are performing as the
substitutes of investment and material resources. Intellectual assets which are mainly
backed by innovation and know-how are categorized as the vital wealth creation
Asources.

This revolution in concept and practice has occurred during the start of the new mil-
lennium which is considered as the dawn of the knowledge-based economy. The chief
productivity indicators are not tangibles now rather they are placed at secondary im-
portance. This is the result of the information communication means which have am-
plified the transportability and transfer of technology and knowledge in the area of IC.
Moreover, now the legacy can be maintained by only those companies which are hav-
ing a culture of continuous improvement and progress in their management practices.
In other words, to be a learning organization, the need of learning organization is also

increased by the fact that information cannot be blocked in any manner.

The most observable advantage that the organization will receive from applying this
concept is that the HC, RC and SC will collectively built the competitive advantage of
any innovative organization. This is because the value creation strategy will revolve

around innovation, market research and continuous progress to have due share in the

emerging markets.



The view of the firm, which is based on knowledge, clearly states that expertise of the
employees and steady flow of objective struggles determines the future of the organi-

zation. In this respect the management of knowledge assets has become cardinal.

According to Grant (1996), this change in perception has moved the “physi-
cal capital” to “knowledge capital” is meaningful. It may be revolutionary as the in-
dustrial revolution. It caused a transition between 50 and 150 years to shift from agri-
cultural to an industrial era. Similarly we are now in the start of moving to a knowl-
edge based economy which may take 10 to 50 years (Bertels, 1998).Knowledge is
principally perceived to be an asset which has the ability to be stocked, innovated and

maneuvered in a book entitled working knowledge.

It is also visualized to be an asset which can be exploited and has the ability to gener-
ate return greater than the input (Stewart, 1997). So we can name it as intangible as-
set. According to Curado (2008), the unstated and unspoken knowledge which is the

property of the employees is the human capital or HC.

The employees, generally, take the HC with them when they leave the organization. It
can be said that in organization the knowledgeable employees are the strength of the

organization due to this HC.

SC or the Organizational Capital which is based on the structural efficacy mainly
consists of the resources possessed by the organization and they remain with it at the
closing stages. It remains with the organization even when the external customers
leave. It mainly consists of the stock of knowledge whether undeclared or clear which
is contained in the organizational customs and values. The useful information like the

business documents and organizational network also come under the definition of SC.
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The capital which involves the external and internal integration for the fabrication of
business networks is known as the capital based on Relational Capital or RC. Most of
this constituent of IC is unstated and implanted in the relational management mecha-

nism of the organization related to the external and internal stock and stakeholders.

Quinn et al., (1993) have stressed that Intellectual capabilities are a source of pro-
ductivity of a modern corporation or nation. It is also considered as a foundation for
value addition. The field of Knowledge Management/ Intellectual Management had
seen a significant growth in the last decade and a half. It is declared globally during
conferences that the effective and efficient management of IC is the need of the mod-
ern times and it is high time for a comprehensive research on it to unleash its benefits

for the global community.

Comprehensive research activity is dreadful need of the present in order to have an

improved understanding of the discipline (Serenko et al, 2009).

Today, the dominant investments are going into intangible activities like Research and
development, education and competencies as compared to industrial-based tangible
value creation mechanism, which is no longer the leading source of value creation.
The business is going digital and characterized as a shift from bricks and mortars to
clicks and portals which has elevated the importance of intangible value or assets
which are also known as intellectual assets. This phenomenon is also reflected in the
form of gradual and significant increase in the difference between market and book
value. The challenge for the IC leadership on societal and commercial level, nowa-
days, is to communicate the value of intellectual assets to the stakeholders in a trust-

worthy and auditable manner (Edvinsson, 2000).
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The characteristics of IC depict that all its elements work as system by interacting
with each other to generate value for the company. For example, a company could
create software application by its skilled programmers but is unable to make value
supported product without the input of intangibles like loyalty and dedication of its
employees and potent brand name backed by the strong distribution channel. This is

the secret of the giants like Microsoft. (CIMA)

2.1.1 HUMAN CAPITAL
It is the component of intellectual capital and a set of explicit and implicit knowledge
of the people in the organization shared or not amongst them, that has value for the

organization. Examples for Human Capital are: skill s, abilities, knowledge, know-

how (Bontis, 1998).

According to (Lepak et al, 1999), Human capital theory mainly deals with the cost
and return related to the human-based cost-effective transactions. It is also mentioned
that HC determines the value and uniqueness of employee skills. Investigation on the

Intellectual Capital Management (ICM) and its application is the core of the whole

research process.

The work of Carpenter et al., (2001), consistent with our study, explains that “Human
capital embedded in the organizational structure and relational capabilities can be
source of competitive advantage, knowledge- and human capital-based resources may

create an opportunity for stakeholders”

The studies which were done on the cost accounting methods of human resource gave
birth to IC. This observable fact is stated in the research work done by Bontis in 1999.

Some researchers highlighted the difference in the methods used for the measurement
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of Human Resource (HR). They were of the view that they are of two types known as
accounting techniques for HR asset and HR capital. The scope of HR accounting is to
device a method for the valuation of the HR across the organization so that it can be

rigorously communicated and transferred.

HCD known as human capital development is the next step of HR accounting. It can
be done through the valuation of the human resources invested in an organization ac-

cording to the knowledgeable workers employed in an organization.

Competitive edge based on HR, which is empowered by knowledgeable work force
and knowledge-based-networks, is a legacy in itself. This competitive edge is the
most stable one which cannot be copied by the competitors in this learning-backed-
performance age. This is evident from the fact that knowledgeable workers are at-
tracted by their concerned organizations. This is the process which supports the leader

organizations to sustain.

For this process to be ongoing there should be a system of continuous HRD (human
resource development) through quality measurement at the “Shop Floor” by Intellect-

based-appraisals.

These appraisals should be backed by well run professional shops. Leaders tend to be
demanding, visionary, and intolerant of half effort (James et al, 1993). Bontis (1999,
2002) has twice emphasized that this Huma'n Capital is based on the cognitive skills
of the employees which are backed by the organizational culture. This capital in the
form of investment can be readily observed at the stages where there is interaction

between external and internal customer.
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Many of the eminent scholars along with Bontis, (2002); Roos et al, (1999) and fi-
nally Guerrero, (2003) believed that capital based on HR known as HC is the compo-
sition of various elements. Some of the productive factors of HC are know-how, un-

derstanding, motivation, problem solving attitude.

Intellectual competency of many financial firms lies in the human experts and the sys-
tems software that collects and analyzes the data surrounding their investment special-

ties. Access to the internals of these centralized software systems is tightly restricted

(James et al, 1993).
2.1.2 STRUCTURAL OR ORGANIZATIONAL CAPITAL

Bouty (2000) explained that organizational culture should support exchange of intel-
lect, is the way towards innovation and to the development of intellectual capital,
which has to be "renewed continually”. This mechanism guarantees that the new re-
sources, new ideas, and new skills flow in and can be developed in an organization
which gives the organization a boost. Structural or Organizational Capital is the in-
vestment at the organizational level regarding the business routine. This is the form of
intellect that is purely the property of the oréanization. It is what’s left when the em-

ployees leaves the organization (Grasenick, 2004; Roos et al, 1997).

Bontis (2000) depicts that it consists of all that which is not the part of HC and RC.
All the value creation reservoirs which are based on knowledge documentation come

under the umbrella of OC or organizational capital.
The constituents of this capital are:

> Standard Operating Procedures
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>» Manuals

> Policies

» Public reports

> Internal reporting mechanism

> Business networks security

Effective leveraging of intellectual processes requires attention to all opportunities for
expansion. The techniques used for leveraging these resources closely resemble suc-
cessful coaching. It means that learning and dissemination of intellect is one the core
competency of financial firms. The critical activities which are to be fallowed in this

manner are:

v Creating systematic technological and organizational structures that capture,
focus, and leverage intellect to the greatest possible extent

v' Demanding and rewarding top performance from all players

Much can be learned from how successful (and failing) practitioners have handled the

leveraging of their intellectual resources (James et al, 1993).

Not only must a company design its recruiting, organizing, outsourcing and software
support systems to focus and leverage its intellectual capabilities; it must also develop
its measurement and reward infrastructures to reinforce its strategic intentions in the

following significant dimensions:

» Work related aptitude
» CRM (Customer Relationship Management)
> Intellect-backed-asset

> Internal efficiency
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Strategists inspected that new and fruitful opportunities can be gained through refo-
cusing towards the above vital points of performance. These are to be made the art of

the corporate plan through restructuring and re-engineering of the organization.
2.1.3 RELATIONAL CAPITAL

Relational Capital is the stock of intellect based on stated and unspecified knowledge
in which organizations deal with their customers, business partners, funding agencies
and other stakeholders, including society and the region in which they are located.
The examples for RC are value- based associations and connections with customers,

distributors and the stakeholders.

The source of productivity for most of the companies as far as their value based con-
nections are concerned is directly proportional to the Organizational System Capabili-
ties (OSC). These capabilities involve the development supportive structure of the
company which is focused on the lcv-craging the return or benefit from IC based abili-

ties (Quinn et al, 1993).

Further studies depict that the root of increasing the supremacy of IC resides in the
fact that the value should be generated from the worth transferred to the customers.
Conceptually, it means to break down the tasks of the employees in to value —steps
which are traceable, transferable, manageable and be given standardized —value. This
will promote the employees understanding regarding the intellectual-based-tasks.

Such activities can either be performed internally or outsourced.

For maximum leverage, a company should focus on the vital customers by directing
their intellectual resources towards them. This means that the focal point should be

the edge of the company.
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Managers need to look behind their products to identify this by measuring those intel-
lectual-based skills, knowledge bases, or systems that permit the company to generate
elevated investment-returns than its competitors. With rare exceptions, these re-
sources are what create unique value for customers. An interesting phenomena is that
. these resources do not include products or physical assets, which means that loyalty is
created by soft assets and not mainly by hard assets. By developing these unique core
competencies in depth as a secure strategic block between its suppliers and its cus-
tomers, the company can more aggressively outsource or enter alliances with the
world's most effective external suppliers to leverage its fiscal and intellectual re-

sources in other areas.

This insight of the vitality of the intellectual capital leads the way towards an under-
standing that the future of the giant's lies in the intellectual-based core competencies
which describe the legacy of their market leadership (James et al, 1993). Eminent re-
searchers have sharply pointed out that Relational Capital characterizes an organiza-
tion’s official and unofficial affairs with the inverters entrusted by their corporate
wide perception. It is also the two-way traffic based on value communication between
the internal management and external customers. Fletcher, (2003); Garsenick, (2004)

and Bontis (1998) also supported this concept.

The three components of intellectual capital which are named as HC, RC, and OC are
interdependent with respect to combination, utilization, interaction, alignment. This
theme reflects that management of IC, backed by the stream of knowledge blended

with its constituents gives purposeful value to the organization (Subramaniam et al,

2005; Youndt et al, 2004).



16

2.2 DEFINITION
The majority of the researchers consider it as the gains which are knowledge- based
and generated through intangible assets. Stewart (1997) describes IC as the set of con-

structive facts which are productive and practical.

In an economy, there are three main forms of production; land, material and capital.
However more attention is now being given to a fourth, less tangible form, which is
knowledge. This is increasingly prominent and significant core of global economy,
and understanding, what knowledge is and managing it are vital to the organization

and individuals who work with in it.

The gap found between the market value and that of book is the evidence of the pres-

ence of IC (Bontis, 1998; Bontis, 2002).

IC is the vital source of competitive advantage for the organizations today and it is
recognized as a potent and valuable asset. The competitive edge of the organization
today and in near future will rely on the means through which the capabilities of the
organization are effectively exploited. These capabilities or potentials are chiefly re-
lated to R&D and innovation that can be effectively exploited. R&D and Innovation
encapsulates all the unstated and absolute knowledge, at the organizational level; it is

called IC.

Some of the research scholars are also of the view that all the knowledge-assets at the
organizational level, in totality, are known as IC. The organization of these knowl-
edge-assets is done through KM known as knowledge management (Bontis et al.,

2002).
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IC in contrast with the other conventional resources like financial and monetary re-
courses behaves in a very different way. Unlike the tangible resources like manpower,
property or capital, IC can i)roduce investment return at a higher level than other tan-
gible ones. It means that if knowledge management can support the utilization of in-
tellectual assets than these assets can have a positive-synergic-effect on the invest-
ment return ratio. From this, it is evident that if proper supervision is applied then the
value of intangibles is far more superior to the material resources. One thing is also

worth mentioning that the technological and organizational infrastructure should be

knowledge-management-supportive.
2.3 CLASSIFICATION OF INTELLECTUAL CAPITAL

The International Federation of Accountants (IFAC) report in 1998 explains the clas-

sification of intellectual capital in the following manner:
HC (Human Capital)
Human intellect

Learning

>

>

> Professional aptitude
» Task awareness

>

Job-related appraisals
OC (Organizational Capital)

> Official Documents
> Productive Capabilities

> Out-of-the-way business activities
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> Material Competitive Advantages

» Architectural effectiveness

RC (Relational Capital)

Brand Names
Clientele
Purchaser Loyalty
Company Name
Stock of Inventory
Delivery Channel

Company Alliance

YV Vv V Vv Vv V¥V VvV VY

Contracts Related to Licenses
Source: Kamath (2006)

Human capital is the degree of competency of the employees reflected by the aspects
related to their training, development, and their contribution to the organizational -
development. It also involves value creation, generation and sustenance for the sus-

tainable and rational edge over other companies.

From this, it is clear that the cognitive and practical skills of the knowledged employ-
ees are those that can be valued to the degree of which they apply and use it for their
betterment and company’s future. (Bontis, 1998; James et al, 1993) The Structural
Capital, on the other hand refers to the corporate culture which supports and develops

systems for storage and sharing of knowledge to promote know how within the or-

ganization.
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The organizational structure is also a vital and core part of this capital along with the
vision, mission, infrastructure and Intellectual Property (IP) which determines the

market value of the company (Bouty, 2000; Grasenick, 2004; Roos et al, 1997; Bon-
tis, 2000).

Finally, Customer or Relational Capital is the customer commitment level which is
based on his/her customer life cycle and repetitive business. It further incorporates

networking with the suppliers and stakeholders. (James et al, 1993; Bontis, 1998)

2.4 MODELS

PHYSICAL @ S MONETARY
CAPITAL HEEEEEE CAPITAL

Source: Bernard Marr (2005)

The model above shows that the combination of intangible resources namely human,
relational and organizational capitals form the Intellectual Capital of the organization
without which the structure of the organizational capital portfolio is incomplete. It
further illustrates that the three types are distinct from each other yet they are interde-

pendent to attain the capability of creating stakeholder value.
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MARKET
VALUE

\ 4 A

PRESENT C———>  VALUE OF THE INTANGIBLES C——> FUTURE

Source: Intellectus Model (CIC, 2002) and self-elaboration

According to Bueno et al; (2004), this is an evolutionary intellectual capital model
which strengthens the fact that the three core elements of the intellectual capital can
have further subdivisions in a society where it is recognized in its institutions and val-
ued as a source of future competency. It is, however, the main contribution of this

model towards this study of realization of intellectual capital in organizations.

2.5 PRODUCTIVE TOOLS OF IC- R&D AND INNOVATION

Quinn et al, (1993) believes that the corporations today have productivity which is
based on IC rather the tangible assets. This is evident from the fact that the book value
of the assets is mostly less than the market value. Other than the service industry, the

manufacturing sector has also observed IC in the form of:

> Procedures based on research and development and innovation.
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> Innovative production.

As this is the age of information technology, innovation also generates the sustainable

value for the organization.

2.5.1 THE FRASCATI MANUAL
It is the globally acknowledged method for assembling and employing R&D statistics
and information. In other words, it is an instrument which is crucial for the knowledge

intensive institutions globally for the recognition of corporate competence.
This manual serves as a set of improvéd guidelines with regards to:

» Capacity of research and development in the service sector.

> Universalization of the concepts and applications.

Research and development is defined as the organized and resourceful effort which is
objectively done to gain intellectual leverage. It consists of the HR, norms and values,
and the reservoir of expertise for the structurising and operationalization of the novel

applications.

2.5.2 RESEARCH AND DEVELOPMENT AND INTELLECTUAL CAPITAL
Bontis et al., (2002) has depicted that “stock of knowledge” is Intellectual Capital. So

it can be concluded that R&D is reflection or the productive tool of IC.

Activities included in R&D: The methods of research named as basic, applied and ex-
perimental research come under the umbrella of R&D: Basic research is untried or
hypothetical work initiated principally to attain novel understanding of basic ground-

work related to the observable fact and being objective less.
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Contrary to this, the applied research includes novel examination commenced for the

sack of novel dimensions of intellect. Applied is objective oriented research .

Realistic know-how of experimental knowledge can be achieved through investiga-
tional expansion in disciplined activity which is to be obtained from accessible infor-

mation. The objective of this knowledge is to have application procedure and plan for:

> Production of innovative equipment or applications
> Establishment of up-to-the-minute practices and arrangements

» Considerable development in matured systems

2.5.3 DISTINCT NATURE

The core of every economic activity has certain characteristics like the pro-
ductive capability of intellectual capital; this is that property whiqh discriminates be-
tween research and development and other activities which are backed by financial or

activities related to observation of various developments in economic sectors.

The manual named as Frascati is the reservoir which serves as the directory of the

activities which are included in the research and development process and clearly dis-

criminates those activities are not the part of R&D.

The element of novelty of the issue along with declared improbability regarding tech-
nological and scientific advancement is present in R&D. Moreover, elementary level
awareness along with methodological knowledge is not helpful in familiarization and
the explanation of the setback or problem. The activity, initiated for the sack of the

investigation of the solution in this situation, comes under R&D.
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This is the fundamental standard by which clear line can be marked between R&D
and other activities. Talking about a guide book, the Frascati manual supplies the fol-
lowing list of questions to identify some supplementary criteria for distinguishing re-

search and development (R&D) activities.
Complementary principles (list) which distinguishes from related activities are:

Aim of the task

Novelty of the assignment

Can it be an addition to the available knowledge?
Relationship between the current and previous observations
Can it be a source of development in understanding?

The methodological nature

The source of financial support

vV V V VYV Vv V Vv VY

Is it another scientific, technological or industrial activity?
Source: OECD (Organization for Economic Co-operation and Development)

The difference can be clarified that, which activity can be included under R&D and

the one that cannot be by the following examples:

Routine analysis of causes of death is not R&D whereas unusual exploration and
analysis of specific fatality to investigate about the adverse affects of distinct cancer
therapy is R&D. Likewise the activities which do not have a specific objective do not
come under the definition of R&D. Where as, activities like teacher training pro-
grammes and their affect on the scoring of the students under certain conditions and
environment is R&D. The Frascati Manual, while describing the scope and border of

R&D activities to have thumb rule for differentiating between R&D and other activi-
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ties, gives some vital rule. According to the Organization for Economic Co-operation
and Development (OECD) (2002), R&D covers all those activities which have fun-

damental aim for development and enhancement in the course of action or produce.

Classification statement : The work which is predefined or preplanned or it is done to
learn the efficient running of the system without any novelty of improvement in sys-

tem, then this activity does not come under the definition of R&D.
2.5.4 SOCTIAL SCIENCES AND HUMANITIES

The know-how regarding human, values and civilization included under the defini-
tion of R&D cover activities of social sciences and humanities. Human and Relational
Capital as defined by Bontis, (1998) is basically the useful knowledge regarding the
human and organizational structure. According to the Manual, the criterion defined is:
Novelty of the concepts, procedures, empirical, otherwise intellectual component of

the task. The categorizing of R&D in the service sector has exceptional barriers like:

e The identification 6f the projects, which involve R&D, is complicated

e The line which marks the difference between R&D and other activities is

doubtful

e The notion of R&D is not specific in the service sector and has to cover a lbng

journey of realization before it can be recognized
Elementary characteristics of R&D in service industry are as follows:

> Create new knowledge

> New applications devised form the user of knowledge
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> Service products which innovate by the virtue of their functions are also in-

cluded in R&D

™

Identification standard for R&D in the service sector:

Existence of R&D in service activities can be investigated by considering the follow-

ing factors:

> Relations by means of community exploration facilities
> Workforce participation with research students or research scholars

>» The chalking of model

" 2.5.5 BANKING AND FINANCIAL COVERS
The Manual provides a milestone for the development of scale for differentiating

R&D from other activities is:

Monetary uncertainty investigation
The chalking out of a mechanism for mobile banking

The system for mobile number portability

v Vv Vv V¥V

The development of strategies for the tracking of the customer behavior re-

garding the introduction of a new product

A number of other activities are associated or linked with R&D due to their nature of
information flow, operationé, structural and human resources. They also have some-
what scientific and technoldgical basis but cannot be included while measuring R&D.
Conclusively, these activities along with R&D come under the activities related to

science and technology..
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The procedural nature of scientific and technological innovation and R&D

The implementation of product and process innovation which is based on novel con-
cepts, technologically and having new understanding, which is created with the in-
vestment in innovative activities, is known as breakthrough in the scientific and tech-
nological fields. This is known as “scientific and technological innovation”. Research
and development is executed at different levels during the whole procedure. Thus,

R&D acts as the basic source and as a mean of problem solving till the implementa-

tion stage.

“Realization of incorporeal knowledge plus expertise, getting hold of personified
know-how, business re-engineering, further wealth attainment, fabrication plus ad-

vertising for a novel or enhanced goods” Source: Oslo Manual (OECD, 1997)

A significant demonstration stage is incorporated in the innovations, based on gov- |
ernment R&D programs. It can be stated as the assignment which requires innovative
activities at every phase and is objectively a rational situation, mainly for the devising
of nationwide guidelines supporting modernization. The disconnection points sand-
wiched in investigational growth plus connected events, which are critical toward re-

alization of novelty, are the vital points of significant errors.
2.5.6 INNOVATION

2.5.6 () THE DEFINITION OF INNOVATION

It is the novel process directed towards the enhancement of the competitive edge of

the organization, along with its understanding. Source: Oslo Manual (1992)
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2.5.6 (IN) INTRODUCTION-OSLO MANUAL

Today, in this age of informational and technological revolution, it is evident that the
source of growth and productivity is the growth and dissemination of néw technolo-
gies. A clear necessity to unearth structured set of procedures or policies for the
analysis of the technological innovative activities is there, on which, relies the escala-
tion of output. The first edition of the Oslo Manual (1992) which mainly encompasses
the two aims: one is to chalk out a structure which can serve as a guideline for the

prior studies to be similar. The second is the assistance to the trainee to this crucial

work field.

2.5.6 (M) INNOVATION BOUNDARIES

The Oslo manual states that innovation has two main categories:
1. Technological prodpct innovation

2. Technological process innovation

These two are based on development of significantly improved and technologically

innovative new practices.

The Technological process innovation is put into practice when the product is in the
introduction stage otherwise utilized in the developmental process; this involves
product and process innovation. The Technological product innovation consists of a

sequence of organizational, monetary and economic activities.
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The organization which has employed or used processes or products which are supe-
rior with regards to innovation and technology has performed TPP (Technological

product or process innovation).

2.5.6 IV) TECHNOLOGICAL PRODUCT INNOVATION
The characteristics of a product like improvement in quality and timely delivery with

better services to the customer is TPL
2.5.6 (V) TECHNOLOGICAL PROCESS INNOVATION

It is the execution of novel manufacturing or deliverance techniques. TPP innovation
can consist of, in individual or collectively, the alteration in HR, materials or func-
tioning routines. The manual depicts that it is the scientifically innovative and notably
better fabrication processes, together with delivery techniques. The techniques can be
directed to create or distribute scientifically original otherwise better goods that can-
not be formed otherwise distributed by means of usual fabrication systems. Techno-
logical innovation may occur both in production process along with the goods of the
6rga.nization. It can also be observed in additional underneath proceedings like the
supply by the other departments. It is important to note that innovation occurs when
the product or process is new or significantly improved. Globally, TPP innovation oc-

curs with the implementation and development of novel process or product.

2.6 RATIONAL AND INSIGHT FOR IC REPORTING

2.6.1 VALUE, VALUATION AND MEASUREMENT

The extent to which something is desired or needed in comparison with any other

thing is classified as its value. Value is the worth which is associated with any object
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due to its usefulness. Valuation means the value of the object which is recognized as
an understandable manner. This clarifies that a framework or criterion is to be chalked
out that reflects the usefuiness or desirability of the object. Conclusively the valuation

of an object is an evidence of the availability of value in that object or thing.
There are four elementary ways for this purpose:

1. The criterion of valuation in financial or economic terms

2. Value measurement fo have observable evidence

3. Value assessment through personal evaluation

4. A frame work consisting of metrical scale based measurement

Obviously, it has been evidently observed above, the measurement method, is not a

71 4623

valuation technique, however, it is used by the intellectual capital society. Measure-
ment is a process in which the relationship of the assigned scale numbers depicts the

variables. Measurement methods use measurement scales instead of value scales.

(Andriessen, 2004)
is there avalue
scale wg can bC‘;an W%I
use that .| observe the .
reflects o | variable at o exn
usefuiness or hand?
desirability?
yes L’@—mww» Measurement
Is money the Can the value
unit used on be transiated Value
the value no | into observable m' assessment
scale? criteria?
LV” lyos
Financial Value
valuation measurement

Source: Andriessen, 2004, P.22.
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2.6.2 INTELLECTUAL CAPITAL STATEMENTS AND MEASUREMENT

Caddy (2000) says that the intangible assets which have an ability to produce an eco-
nomic benefit for the organization and are measurable by any method, to some extent,
can be quantified. This measurable effect results in increased sales or reduced expen-
ditures. This means that reduction in outlay in any form can be a proof of presence of
IC. The organizations are fighting for this today, and this competition is developing
into a cut-throat and aggressive struggle. He further insists that the increase in intel-
lectual capital can be a source of increase in other types of intangible assets. An inter-
esting breakthrough in the studies of intellectual assets is that its impairment can be
traced by the application, success and the organizational effect of the ideas put for-

ward by the members of the organization.

Intellectual capital is not merely a set of intellectual assets, it also comprises of the
intellectual based liabilitieé. This concept takes us to the view that more work on in-
tellectual capital is to be done to have a proper picture of this valuable intangible capi-
tal. Meritum (2002) discovered that IC is applied to the total intangible, mental pos-

sessions and capital of an organization, as well as its practices.

Accountants often use the phrase: “intangible assets” when referring to a compart-
ment of fhese. IC is the mixture of the HC, SC and OC and the related activities of an
organization. Lepak et al, (1999) depicts that the human resources have information
plus abilities which possess the same significance. This view is also supported by the
resou.rce-based view in addition to HC theory. Oliveras et al., (2008), is of the view

that there is a significant “hidden” value in companies scrutinized, and is in the gap

between the values of the b_ook and market.
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Carpenter et al., (2001) supported this view, according to them the senior managers of
the MNCs of USA performed better with having experience of foreign assignments.
The hidden capital of the firm known as the IC can be shown by the help of IC state-
ments which can depict the‘ reason of the gap between the market and the book value.
(Edvinsson et al, 1997)..Hift et al., (2001) have explained with evidence that there is a
positive effect of human capital on performance. It contributes towards “resource-
strategy contingency fit” of the firm. Intellectual Capital is a significant value driver
in today’s organizations. Conventional financial statements in company’s annual re-
ports do not supply the apbropriate information for managers or stakeholders to rec-

ognize the way the intangibles create value for them.

Intellectual Capital Statements are intended to connect this gap by presenting infor-
mation about how intellectual resources generate future value. It has been found out
that the conventional monétary declaration model is not able to reveal the business
value. There is need for novel accounting techniques for the accounting of the intan-
gibles as the current ones do not account the recording of most of the intangibles. The
most understandable measurement of IC is the book value and market value differ-

ence (Oliveras et al., 2008).

As far as the measurement is concerned, IC can be measured to some extent by the
valuation of the intellectual property or IP. It also points out revitalization and devel-
opment as the IP rights are generated from novel concept and practices. Conclusively,
it can also be viewed as the return on the investment. (Bollen et al, 2007).

Measuring Approaches for Intangible Assets:

Hansen et al., (2007) listed measurement techniques for intangible assets which are

categorized in four categories:
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e Direct IC technique: evaluates the monetary value of all the intangibles and
then accumulate them
e Market financial capifal fechnique: the value difference between the market
exploitation and the shareholders value
e Return on assets method: the earning of the organization is to be divided by
the total value of the assets
The valuation of IC with respect to the regeneration capacity of the business is also
reliable method to depict the future value of IC (McCutcheon, 2008).
Problems with Measuring Intellectual Capital: Luthy, (1998) is of the view that man-
agement of intellectual c;apital is going through its development stage which is evident
form the infancy of the understanding regarding the scales of measurement of IC.
Revolutionary steps are being taken to make effective management of IC possible, as
it is a complex combination of all forms of usable productive knowledge in the or-
ganization. IC does not only comprise of assets but the liabilities also without which
the complete picture of IC cannot be chalked out (Caddy, 2000). Models of IC which
are developed have rarely attained recognition across the globe rather there is growing
realization that all members of the corporate world should be involved. The most
elementary problem faced by the recent research is that a great deal of focus is on so-
lutions rather on the organizational barriers. Moreover, the intellectual capital com-
munity is lécking behind in this manner by neglecting the setback in the understand-
ing related to the valuation a-nd measurement hitches of IC (Andriessen, 2004).
Historically the Accounting Rules were designed to account the tangibles which were
recognized in the industrial age, Intangibles are intricate to measure due to lack of

standards which are acceptable throughout the industry. Idiosyncratic nature of IC re-
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veals that each organization has a diverse system of intangible’s valuation due to
which comparability across the companies is problematic.

THE “MERITUM” GUIDELINES

IC bifurcated in two categories:

1. Static intangible resources can be measured at any particular instance

2. Dynamic intangible resources are the activities like acquiring or internally
fabricating intangible resources for the cause of sustainable improvement, valuation

and monitoring. These intangibles do not appear business financial reports (CIMA)

2.7 INTELLECTUAL CAPITAL MANAGEMENT STRATEGY (ICMS)

Intellectual Capital Management Strategy can be a source for the writing of IC state-
ments (Brown, 2005). ICMS is a tool which is used by the organizations to create and
maintain their competitive edge. The change in the management thinking from the
tangible to intangible for the value chain creation is imperative. It is proved that
booming companies have made strategies which are based on the valuation of IC and
its elevation through innovation and human resource management (Quinn et al, 1993).
The knowledge based economy has led to focus on IC from its economic point of
view. The regional IC development plan is being devised to develop a plan to meas-
ure, standardize and evaluate the intellectual capital which is the soft asset and it is
some times more valuable than the hard assets. RICBS (Regional Intellectual Capital
Benchmarking System) aims at the formulation of a strategy which tackles the issues
like the performance bottle necks and the inefficient usage of the intangibles in the
building of IC. This leads us to the view that Intellectual Capital Benchmarking at re-
gional level is vital for the realization and valuation of IC from the economic aspect

as it is depicted by Rodriguez et al., (2006). In recent years, the academic field of IC
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has grown significantly. The value-creating factors of the organization are included in
IC that traditional balance sheet does not show but they are of critical importance for
the long-term profitability of a company.

Human capital, structural capital and relational capital are the main constituents of the
IC. The combined knowledge, skill, innovativeness and capabilities of the company’s
individual employee represents the HC whereas the SC represents the non-human
storehouses of knowledge embedded in technology, and RC stands for the information
rooted in business associations with customers and contractors (Bontis, 1998).

IC is difficult as the price that is invested in developing it (Bontis, 1999). It is difficult
to measure IC as it is implicit (Bontis et al, 1999). Notwithstanding, the risk associ-
ated with the development, management and commercialization of these knowledge
assets is generally higher than that of physical assets.

Some of the researchers used value-based measurerhent for the measurement of the IC
of the firms by sign.ifying the value of IC can be calculated by the market and book
value difference. Experiential study points out that the supposed knowledge-intensive
corporations have a market value that is considerably superior to their book value of
equity (Bollen et al, 2007).

According to the IC literature, there is no general approach and IC measurement is
based on theA internal value process of the company. Management of IC can be appli-
cable by means of various frameworks. IC management covers the handling of the
resources like the HC, RC and OC.

Some management systems or approaches are practiced by many organizations like
TQM (Total Quality Management), BPM (Business Process Management) and the

concept of value chains. IC-related factors of business are covered by many of these
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general management approaches which include the brands, employee competencies

and stakeholder relationships.
Four essential factors likely to affect the choice in light of the existing literature are:
¢ IC management application challenge
o Knoﬁrledge of various models available for IC management
e Available Resources
ICMS is crucial for the competitive advantage of the organization as the business

uniqueness is the edge which is safeguarded by the IP rights Andrew Brown (2005).
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CHAPTER NO: 3
3. RESEARCH METHODOLOGY

This chapter wraps the facts and essentials regarding research design, purpose of re-
search, research model and variables. The hypotheses, sample size, and response rate
are also detailed according to the qualitative research study.

3.1 RESEARCH DESIGN

Non probability purposive judgmental technique has been used to find out the affects
of IC and its components in this research attempt. This technique is applied for the
purpose to make research process qualitative and concrete. It is also used for obtain-
ing a large number of completed questionnaires quickly, economically and objec-
tively. The selected companies are scrutinized on the basis of their employee’s educa-
tion, skill and corporate life of the organization. In this respect, the considered bench-
mark was companies having not less than hundred employees and having minimum
corporate history of not less than three years.

3.2 SURVEY METHODS (INTERVIEWS)

Mostly, Management science research studies have used interview based surveys as
methods of primary and first-hand data collection for the sake of qualitative study of
the topic. This method is used for the qualitative research of intellectual capital. It re-
lies on a panel of independent experts and is a systematic, interactive forecasting
method. In two or more rounds, the carefully selected experts answer questionnaires.
A facilitator provides an anonymous summary, after each round, to the experts’ fore-
casts, which is the reminder from the previous round as well as the reasons they pro-
vided for their judgments. The group converged towards the "correct" answer. During

this process and the range of the answers decreased for the purpose of filtered data.
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Finally, course of action stopped after stop criterion which was pre-defined and the
results were depicted by matching the arguments (Rowe et al, 1999).
3.3 SAMPLING TECHNIQUE
As it is a qualitative study, Non-probability Purposive judgmental technique for the
following purpose:
e It engages in the accumulation of a division of people with verifiable experi-
ence in some area
o The researcher subjectively rated the interviewees
e As it is stated above, sample was taken while taking into consideration the
opinion of the interviewees and by the fact that he represents that community
targeted
3.4 THE ADVANTAGE
There is no need to defend the decision and concept of this research as it is backed by
the acknowledgement of the professionals.
Sampling Size: The managers/manager operations and the people working in the
banking and telecom sector at the. strategic and managerial level were targeted to see
the visualization rather growth in the importance of intellectual capital. For this pur-
pose, a database was developed of almost all the banks and five giants of the Telecom

sector. It consisted of a grotesque list of people standing at a level which matched our

requirements.
3.5 RESPONSE RATE
The response rate was almost 73% which is an evidence that people want a change

rather improvement in standards. This can be done by considering those assets that

can generate resources.
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3.6 PROPOSED RESEARCH MODEL FOR THE STUDY

IC AND ITS REALIZATION
HC
sC Market
Market ™ value
Analysis
ocC
Intangible
Assets
A
R Internal External Individual
Methods, Proc- Structure Structure Competence
esses and inter-

nal communica-
tion

Knowledgeable
Branding, workers, lead-
customer ership
loyalty

IC with its three components is taken as a construct and as a whole it moves towards

market analysis in an independent position. The market value is considered to be de-
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pendent variable. The market analysis is positioned in between as a mediating vari-
able. The determinants of the market analysis are also reflected in the model as intan-
gible assets. The enhancement in the market value can be measured by the presence of

IC and its realization, which is directly related to the competitive advantage of any

organization.
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CHAPTER 4

4. RESULTS AND DISCUSSION

4.1 TRIANGULATION, MATCHING AND TRANSFERABILITY

The tables of HC, RC and SC of Telecom and Banking sector showed the result of the
deductive and inductive questions which have been asked in the interview-based-
research survey. The answers, given by the responders are then codified through the
use of triangulation and matching techniques. The presented tables which are reflected
in this chapter are the result of this whole considerable process. These tables are puri-
fied and abstracted for triangulation, matching and transferability from the first hand
data tables which are highlighted in appendix.

4.2. INTELLECTUAL CAPITAL AND OUTCOMES

Table 1 shows that the state of Intellectual Capital in the Telecommunication Sector.
The readings of the various indicators show that there is ample evidence of the pres-
ence of intellectual assets. The general range of frequency is defined from 1 to 4,
where 1 means weak and 2-4 reflects a clear and strong response about the presence
of any concept depending on the number of the respondents. Most of the respondents
were of the view that the source of intellect can be knowledge; the aggregate response
shows the handsome ﬁgure of 4. There was a mix response as far as the issue of
knowledge source is concerned. The table of Intellectual capital shows that the con-
vergence of the responses illustrated that research is the main source of IC. The other
indictor, coded as intangible assets, had a very remarkable response of 2.4 which is
equal to that of intellect. Nearly all the people agreed that the three core elements of
IC namely HC, SC and RC can be one of the intangible assets present in the company.
Innovation was considered as the main common intangible asset. The average re-

sponse rate of measure or value was 1.6, which means that there is weak concept of
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its measurability. Vital intangible assets (2.6) is interesting to note as there is a clear
acknowledgement of difference between the value of different intangibles. The con-
cept of Intellectual Capital (1.8) is at the stage of visualization but its components
(2.2) are identified with some form of measuring standards (1.4) which shows that
they are not completely recognized.

The management (2.2) of this asset is given more value as compared to industry wise
importance (1.8) because the managers believe that this asset is interpreted according
to the company’s business nature and therefore it has to be managed by the companies
internally as this is the age of realization of this newly discovered asset. Finally, the
future of IC is bright as shareholders, stakeholders and pubic reports; all are the same
(2.4), which means that managers believe that the value of IC of the company must be
communicated to the outside world.

Table 2 depicts about the HC (Human Capital) where it is surprising to note that Hu-
man Capital, Valuation, Human Resources and Company Strength are at 2 where as
the HR Department is at 2.2. This is mainly due to the fact that it is the component of
IC and has received noticeable response (2.2) in Table 1 related to IC. The decision
making process and the compaﬁy vital strength are at the low level as (1.6) and (1.8).
At the same time, the company performance is at (2.6). The remaining two, training
and share ideas is at the highest level (2.8).

The Relational Capital and its indicators were codified and encapsulated in the third
table. Table 3 shows that management and standards are at lowest level (1.2) and
(1.4) because the distributién channel, valuation, company vital strength and rela-
tional assets, all were at (1.8) which means that there is little understanding among the
management community about these factors. Moreover, market-oriented, CRM and

company worth are at (2.4). AVL (approved vendor list) and employee relations were -
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at (2.2) with customer relations at (2.6). These results were mainly due to manage-
ment issues as it is evident from the result above and inappropriate valuation of over-
all intellectual capital as its is said in the table 1. Table 4 is concerned with the Struc-
tural Capital (SC). The results concluded that despite the identification of components
(2.8), the standards (1.8) were not compatible, which had an adverse impact on the
management (2) and valuation (2). This further disturbed the company vital strength,
structure and the company worth (2.2) as there are no solid evaluation standards for
SC which means that this element of Structural capital can not be properly described.
Table five addressed the core and elementary issue of intellectual calpital in the
Banking sector. According to the table, knowledge source (1.92) at the lowest level
and shareholders, stakeholders and public reports are at the top level (2.43). The rea-
son behind this is common intangible assets (2.35), Intellectual Capital (2.26), com-
ponents (2.22), measure and Valued (2) and management (2). Industry wise impor-
tance, intellect and measuring standards, all were at (2.13). Lastly, intangible assets
(2.08) and responsibility (2.09) which shows and determines that most of the manag-
ers in the Banking Sector are of the view that IC is an asset which is to be dealt with
in a responsible manner by all the workforce of the company.

Table 6 is concerned with HC and reported that company performance is (2.2) be-
cause measuring standards are chalked out which can be communicated rigorously
throughout the corporation (2.13). Components (2) and valuation (2) both have been
well defined and this leads to the human development resource as it is reflected by the
training and human resource (1.96), . Furthermqre, company strength, share ideas
and company vital strength (1.91) with human capital (1.87) and decision making

(1.83).
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Table 7 handles the RC and projected that CRM (2.2) as market-oriented (2.17) and
customer relations (2.13). Company worth (2.09), which can be traced through AVL
(1.96), employee relations (1.95) and distribution channels (1.91). Valuation (1.78)
and company strength (1.7) are somewhat positive where as standard (1.57) and man-
agement (1.3) were having low response level as the majority of the mangers in the
banking sector believed that the management and standardization are not a very im-
portant issue, it is the financial backing which matters in the whole process

Table 8 covers the Structural Capital (SC), the structure (2.26) is well perceived and
this is on the basis of the input by standards (2.26), company strength (1.83) valua-
tion (1.87) and management (1.87). Conclusively, the result is clear from company
worth (1.96) as structural capital is given much importance as compared to RC.

Many managers believe that one of the vital strength of a bank is it’s structural capital
in the shape of ATM and branch networks through which it can have a solid market

positioning through bottomless amalgamation in the social fabric.
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TELECOM

Table: 1 Intellectual Capital

Ufone
IC ) Zong(2) | Mobilink(3) | Telenor (2) | Warid(3)
Intellect 4 2 2 2 2
Knowledge source 3 2 2 2 2
Intangible Assets 4 1 2 2 2

Common Intangible

Assets 3 2 2 2 3
Measure or valued 2 1 | 2 2
Vital Intangible As-

sets 4 2 2 2 3
Intellectual Capital 2 1 2 2 2
Components 4 2 2 1 2
Measuriqgsmndmis 1 | 2 1 2
Management 4 2 1

Industry wise import-

nce 2 1 2 2 2
Share Holders 4 2 2 2 2
Stake Holders 4 2 2 2 2
Public Reports 4 2 2 2 2

Graphical representation of IC of selected companies (Ufone, Zong, Telenor, Mo-
bilink, Warid)

Chart 1: Intellectual Capital

@ Ufone (4)
®Zong(2)

0O Mobilink(3)
0O Telenor (2)
& Warid(3)
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Table: 2 Human Capital
Ufone

HC 4) Zong(2) Mobilink(3) { Telenor (2) Warid(3)
Human Resource 2 1 .3 2 2
HR department 3 2 2 2 2
Company Strength 2 ] 3 2 2
Decision making
process 1 1 3 2 1
Share Ideas 4 2 3 2 3
Valuation 2 2 2 2 2
Training 4 2 3 2 3
Human Capital 2 1 3 2 2
Company Vital :
Strength 2 1 3 2 1
Company perform-
ance 3 2 3 2 3

m Ufone (4)
m Zong(2)

O Mobitink(3)
D Telenor (2)
m Warid(3)
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Table: 3 Relational Capital
Ufone

RC “4) Zong(2) | Mobilink(3) | Telenor (2) Warid(3)
AVL 3 1 3 2 2
Employee relations 3 1 3 2 2
Customer relations 4 1 3 2 3
distribution channel 2 1 2 2 2
Market Oriented 1 2
CRM 4 1 2 2
Company Vital
Strength 3 1 2 1 2
Valuation 1 1 3 2 2
Relational Assets 2 1 2 2
Management 1 1 1
Standards 1 1 1 2 2
Company Worth 3 2 3 2 2
Chart :3
, 4.5
‘ 4

35
I3
| 25§

2
| 1.5
R

0.5

0

= Ufone (4)
o Zong(2)

0 Mobilink(3)
0 Telenor (2)
= Warld(3)
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Table: 4 Structural Capital
Ufone

SC 4 Zong(2) | Mobilink(3) | Telenor(2) Warid(3)
Structure 3 2 2 2 2
Standards 2 1 2 2 2
Components 4 2 3 2 3
Company Vital
Strength 3 2 2 2 2
Valuation 2 2 2
Management 2 2 2 2
Company Worth 3 2 2 2 2

-

m Ufone (4)
= Zong(2)

£ Mobilink(3)
g Telenor (2)
m Warid(3)
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BANKING

Table 5: Intellectual Capital

Measu [Man [Induatry
Common ring |age |wise
[knowledge bl {Intagibl M Intells C Standa |men |importanc|Respons| Share Stake Public
[ 4 Intellect {source e Amels H and valued |Capital s s 1t e ibility 1Holders |Holders |[Rsposts
NBP(S) |2 3 315 2 4 5 4 4 15 3 5 3 5
ZTB(2) |2 ) 2{2 1 2 2 2 2 |} 1 2 2 2
ABL(2) |2 2 2§12 2 2 2 2 2 1 2 2 2 2
Ask(2) |2 2 212 2 2 2 2 2 |2 ] 3 2 2
Atlas(3) |2 2 32 2 3 3 2 } 3 3 3 3 3
Al
falah(4) |3 4 44 4 3 3 ‘R 4 4 4 4
Faysal(2){2 2 212 ! 2 1 1 2 12 1 2 2 2
HBL() |2 3 32 3 2 | 2 2 |2 3 3 3 3
HMB(2) |2 | 2(2 2 | 2 2 2 |2 2 2 2 2
1S (3) 2 2 1|3 2 3 2 3 3 |3 2 3 3 3
KASB
3) 2 2 33 2 3 3 2 3 3 2 3 3 3
MCB(3) |3 2 343 3 3 3 3 3 |3 3 3 3
Mybank
(R} K] | . 22 2 3 2 2 2 P 2 2 2 2
NiB(2) |2 2 212 2 2 2 2 2 ] 2 ] ] 1
Soner
(2) 2 2 212 2 2 2 2 2 |2 2 2 2 2
aii(2) |2 2 12 2 2 2 2 2 |2 2 2 2 2-
HSBC
(2) 2 2 2§2 2 2 2 2 2 [} 1 2 2 2
Meezan
) 2 2 2|2 2 2 2 2 2 } 2 2 2 2
[AlBaraka|
2) 2 2 212 2 2 i 2 [ 2 2 2 2
Tslam:
) 2 2 212 1 L} 2 2 i |2 2 2 2 2
Emirates
CGlobal
3) 2 2 212 . |2 3 3 2 2 |2 2 3 3 3
Dawood
Islamic(2
) 2 2 2]2 2 2 2 2 2 |2 2 2 2 2
Dubai -
) 2 1 1j2 J 1 2 2 1 2 2 2 2 2

Chart 5: Intellectual Capital

| 3.00
2.50
2.00
1.50

' 0.50
0.00
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Table 6: Human Capital
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HR Compan |Decision Compan {Com |Measurin |Company
Human depart {y making |[Share | Valuati Human |y Vital|pone {g performan

HC Resource |ment [Strength {process |Ideas on Traning |Capital |Strength |nts |standards|ce
NBP(5) 2 2 3 1 3 4 4 4 4 5 4 5
ZTB(2) 2 2 1 2 2 1 3 1 1 1 2 1
ABL(2) 1 1 1 1 1 1 1 1 1 1 1 1
Ask(2) 1 2 2 1. 2 2 2 2 1 1 2 2
Atlas(3) |2 2 2 2 3 2 2 2 2 2 I3 2
Al falah(4) |3 2 2 2 2 2 1 2 2 3 4
Faysal(2) ]2 1 1 2 2 2 2 1 1 1 1 2
HBL(3) 2 2 2 1 1 2 1 2 2 2 2 3
HMB(2) 2 2 2. 2 2 2 2 2 2 1 2 2
6] 2 2 3 1 2 2 1 2 2 1 2 2
KASB(3) {2 2 2 2 3 2 2 1 2 3
MCB(3) 2 2 2 2 2 2 3 2
Mybank (3) {3 2 2 1 2 2 2 2 2 3 2
NB(2) |2 2 2 2 2 2 2 2 2 1 |2 2
Soneri (2) |2 2 1 2 1 2 1 1 2 2 2 2
Citi (2) 2 2 2 2 2 2 2 2 2 1 2 12
HSBC (2) |2 2 2 2 2 2 2 2 1 2 1 2
Meezan (2) |2 2 2 2 2 2 2 1 2 2 2 2
AiBaraka(2)]1 2 2 2 2 2 2 2 2 1 2 2
Islami (2) {2 2 2 2 2 2 2 2 2 1 2 2
Emirates ’

Global (3) |2 2 2 2 2 2 2 2 2 1 2 2
Dawood -

Islamic(2) |2 2 2 2 2 2 2 2 2 1 2 2
Dubai .

Islamic(2) |2 2 2 2 2 2 2 2 2 2 2 2
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Table 7: Relational Capital
. Company Mana

Employee [Market |Customer distribution jRelatioan! Vital jgemen
RC AVL relations  ]Oriented [relations channel  |Assets CRM  [Strength | Valuation |t Standards
NBP(5) 1 1 4 | 4 5 1 1 2 3
zTBQ2) |1 1 2 2 i 2 2 1 2 1 2
ABL(2) |1 no(1) 1 1 1 1 1 1 1 1 1
Ask(2) 2 1 2, 2 2 2 2 2 1 1
Atlag(3) 1 2 2 2 2 2 2 2 1 1
Al falah(d) |3 3 3 3 3 2 3 3 1 2 3
Faysal(2) |2 1 2 2 2 2 2 2 1 1
HBL(3) 3 3 3 2 1 2 3 1 1
HMB(2) |2 2 2 2 2 2 2 1 1 2 2
JS(3) 3 3 3 2 2 2 2 2 2 2 2
KASB(3) |2 2 2 3 3 2 3 1 2 2 2
MCB(3) 2 1 2 2 2 2 2 1
Mybank (3) |2 2 2 2 2 2 2 2 2 2 2
NIR (2} 2 2 2 2 2 2 2 1
Soneri (2) |2 1 2 2 2 2 2 2 2 1 i
Citi (2) 2 2 2 2 2 2 2 2 2 1 1
HSBC (2) |2 2 2 2 2 2 2 2 2 1 i
Meezan (2) |2 2 2 2 2 2 2 2 2 1 1
AlBaraka(2)j2 2 2 2 2 2 2 1 2 1 2
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Islami (2) |2 2 2 2 2 2 2 | 1 1 1
{Emirates

Global (3) |2 2 2 2 2 2 2 1 2 2 2
Dawood

tslamic(2) (2 2 2 2 2 2 2 2 2 1 ]
Dubai -

Islamic(2) |2 2 2 2 2 2 2 2 2 1 1
Chart 7: Relational Capital
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Table 8: Structural Capital
Company Company
sc Structure Standards Strength Valuation Management |[Worth
NBP(5) 4 5 2 2 2 2
ZTB(2) 2 5 1 2 2 2
ABL(2) 1 1 1 1 1 1
Ask(2) 2 2 1 1 1 2
Atlas(3) 2 3 1 2 2
Al falah(4) 4 2 1 1 1 2
Faysal(2) 2 2 2 2 2 2
HBL(3) 2 2 2 2 2 2
HMB(2) 2 2 2 2 2 2
1S(3) 3 2 2 2 2 2
KASB (3) 3 3 2 2
3 2

MCB(3)

Mybank (3)

~
(Y]
[
[X)
[¥)
~
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NIB (2) 2 2 2
Soneri(2) |2 2 2
Citi (2) 2 2 2
HSBC (2) |2 2 2
Meczan (2) |2 2 2
AlBaraka(2) |2 2 2
Islami (2) 2 2 2
Emirates

Global (3) |2 - 2 2
Dawood

Islamic(2) (2 2 2
Dubai

Islamic(2) |2 2 2
Chart 8: Structural Capital
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CHAPTERSS

S. CONCLUSION

In the past few years, the companies are realizing that there is a potent asset other than
the tangibles which is the source of the continuous increase in the difference between
market and book value of the companies’ assets. Companies are placing greater em-
phasis on their IC which consists of HC, RC and SC (Bontis, 1998).

These resources along with their brand image which is supported by the Product De-
velopment Policy (R&D and Innovation) provide sustainable competitive advantage
in period of economic recession. This concept is also supported by the OECD’s nu-
merous reports.

The financial 'analysts are also of the view that staﬁdards for valuation should be
chalked to know the source from where the financial numbers of the companies have
occurred. We have come to the conclusion that intellectual capital statements are to be
included in the annual financial reports which would prove to be a step forward in the
way of realization of Iﬁtellectual‘ Capital as a factor which could be considered by the
stock and stakeholders. The annual reports can increase the reliability of the intellec-
tual capital statements and play their part in the realization of accounting standards for
the intellectual capital so that it could be communicated and valued throughout the
business community and managed in the proper manner. There should be a section in
the report which highlights the efﬁciency of the IC.

Intellectual Capital has all these elements and hence it is apparent that it can be re-
ported in the financial statements to show the potential of the intangibles of the com-
pany (CIMA).

IC reporting makes the company’s IC more transparent, valuable and manageable to

investors and shareholders to assess the value-creation- capacity of the company. IC
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reporting is the means for disclosure of the IC assets and their efficiency which in this
knowledge based economy can be the basis of organizational competitive advantage
(Makki et al, 2008). IC reporting and disclosure of the assets can be done through
chalking out Intellectual capital statements which serves as a tool for making the stor-
age and communication of knowledge easy to understand while enhancing the IC of
the company at the same time.
One of the highlighted aﬂvantages of Intellectual Capital Statements is as under:
1. IC statement works as managing tool for knowledge resources of the company
while supporting value addit:ion process
2. Tt directs focus towards the activities which are responsible for knowledge re
sources development and also eliminates the affect of the activities on IC
4. Tt serves as a guide for the structurising the Knowledge sharing culture in the
organization. It also promotes better and enhanced external and internal
communication channels. Intellectual capital is renowned by the management
of the companies as an important driver today as conventional statements,
whiqh do not consider intangibles and does not provide complete information
about the generation of value in future.
For this purpose,
IC Statements are created in the company’s accounts which will provide a guide
about the valuation of gains which can be generated in future through the Intellectual
capital. They also work as a strategic tool for knowledge based external and internal
communication which aimed at realization of Intellectual capital (Mouritsen et al,
2004).
Conclusively, According to the data expressed, most of the interviewees were of the

view that Intellectual Capital is present in the company but is not realized as there are
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no internationally practiced intangible accounting standards being implemented in the
service sector. Amongst them, the most profitable markets and innovative culture so-
cieties are the assets of the banking and telecom sectors. Therefore the managers of
the companies related to banking and telecom feel that there is an unleashed potential
which is evident from the difference between book value and market value of the
company’s reported assets. Intellectual capital can be a source in the shape of ICS (in-
tellectual capital statements) which can increase the company’s wealth and have posi-
tive effect on the share holder’s and stack holder’s value.

1C reporting can be done through ICS which generate awareness regarding the contri-
bution of Intellectual Capital raised through Innovation and R&D (tools for Knowl-
edge Management). It gives insight about the nature and realization of the financial
returns through which understanding regarding IC is raised. Furthermore, the in-
creased transparency through IC reporting enhances repute and magnetizes internal
and external customers of the companies. As far as the internal customers are con-
cerned, it attracts potential work force which will increase the Human capital (HC) of
the respected organization. The existing employees are given a sense of importance
and recognition which elevates their satisfaction level due to which skilled/knowledge
workers can be retained. There are many more benefits for the organization other than
these which can be observed without any differences with respect to the size or type
of the organization. This criterion of evaluation reveals that Intellectual capital can be
beneficial, irrespective of the industry where it is visualized and valued. There is one
thing which should be kept in mind that every business and industry has its own way
to operate and similarly IC is to be visualized according to their own environment and
procedures. IC can be a threat rhinimization technique as it promotes learning and

bridges the gap between the understanding of the management and the investors.
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5.1. LIMITATIONS
The limitation of this study is that the nature, value and effectiveness of Intellectual
Capital or assets for every business and industry are unique so there is no universal
rule for its reporting and valuation. Methods can be devised but they can not be ap-
plied rigorously through out the organization.
The research work does not address the issues of its applicability and the barriers in
its way in detai] as the main focus of study is the visualization of the novel concept.
The non probability judgmental technique also specifies that the population and sam-
ple size was not predefined as the plan was to interview the experts of the market and
not the ordinary people who do not hold any managerial position. This also includes
that only banking and telecommunication industry was chosen as they are experienc-
ing growth and being injected with investment by the multi-national corporations in
the country.
5.2. RECOMMENDATIONS AND FINDINGS ,
Intellectual capital behaves as a means for value maximization and competitive edge
against the competitors. Most of the mangers working on strategic levels are of the
view that the main barriers in the way of realization of intellectual capital are:
> External allocation of capital is not the real wealth of the company as the IC is
not considered as a valuable asset throughout the shareholders’ community
which results in insufficient investments.
> The internal allocation of the resources is affected when true picture of the ef-
fectiveness of the organization and its resources is not available which nega-

tively affects the budget allocation and forecasting process.
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> Human resource is not considered as capital which results in inefficient re-

cruitment process by which competent and capable staff could not be hired.

» The absence of the alignment of strategic objectives and vision with day to
day targets.

A dialogue between investors and investeesis needed which can be done through IC
reporting in the company’s reports and record. It can serve as a means to show how
value can be created through IC and complementary assets and their contribution to-
wards the increase in the assets of the company. The capitalization of intangibles is
evident from the International Accounting Standards like IAS38 which stateg that
anything which is controllable, identifiable and can generate future value is the asset

of the company.

5.3. FUTURE RESEARCH DIRECTIONS

Future research is recommended to test the visualization of Intellectual Capital in
other sectors along with emphasis on the measurement models so that the general-
izibility can be tested aiong with a step forward towards it’s measurement. Different
models have been tested with respect to the diversity in the nature of the economic
activity in the developed as well as the developing part of the world.

The testing of these models can be a vital topic for the researchers of management and
other allied sciences who are of the view that intangible assets are gaining value and
appearing as a source of competitive advantage. Furthermore, in my PhD. studies, I
will be working on the applicability of the concept of HCD with its impact on train-

ing, employee satisfaction and company performance.
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APPENDIX 1

TELECOM (Ufone, Warid, Telenor, Zong)

Table: 1 Raw Data (first hand)

Intellectual Capital
IC Ufone (4) Zong(2) Mobilink(3) Telenor (2) Warid(3)
Intellect knowledge (4) knowledge (2) creativity (2) knowledge (2) knowledge (2)
knowledge source Research(3) Research(2) Market survy(2) Experiance (2) Experiance (2)
Intangible Assets HC,RC,SC(4) HC,RC.SC(1) HC,RC.SC (2) HC,RC,SC(2) HC,RC,SC(2)
Common  Intagible | product product product innovation { product product
Assets innovation(3) innovation(2) (2) innovation(2) innovation(3)
Measure or valued yes(2) yes(1) yes(1) yes(2) yes(2)
product product product product product
Vital Intagible Assets | innovation(4) innovation(2) innovation(2) innovation(2) innovation(3)
Intellectual Capital innovation(2) innovation(2) innovation(2) innovation(2) innovation(2)
Components HC,RC,SC(4) HC,RC,SC(2) HC,RC,SC(2) HC,RC,SC(1) HC,RC,SC(2)
Measuring Standards yes(}) no(1) no{2) no(l) no(2)
Management no(4) no(2) no(2) no(l) no(2)
Industry wise
importnce yes(2) yes(1) yes(2) yes(2) yes(1)
Share Holders yes(4) yes(2) yes(2) yes(2) yes(2)
Stake Holders yes(4) yes(2) yes(2) yes(2) yes(2)
Public Reports yes(4) yes(2) yes(2) yes(2) yes(2)
Ufone
HC “ Zong(2) | Mobilink(3) | Telenor (2) Warid(3)
Human Resource yes(2) yes(1) yes(3) yes(2) yes(2)
HR department yes(3) yes(2) yes(2) yes(2) yes(2)
Company Strength yes(2) yes(D) yes(3) yes(2) yes(2)
Decision making
process yes(l) yes(1) yes(3) yes(2) yes(1)




Share Ideas yes(4) yes(2) yes(3) yes(2) yes(3)
Valuation yes(2) yes(2) yes(2) yes(2) yes(2)
Traning yes(4) yes(2) yes(3) yes(2) yes(3)
Human Capital yes(2) yes(1) yes(2) yes(2) yes(2)
Company Vital
Strength No(2) no(1) yes(3) no(2) ‘yes(1)
Company '
performance yes(3) | yes(2) yes(3) yes(2) _yes(3)
Ufone
RC @ Zong(2) | Mobilink(3) | Telenor (2) Warid(3)
AVL Yes(3) | yes yes(3) yes(2) yes(2)
Employee relations Yes(3) yes yes(3) yes(2) yes(2)
Customer relations Yes(4) | ves _yes(3) yes(2) yes(3)
distribution channel Yes(2) yes yes(2) yes(2) yes(2)
Market Oriented Yes(4) yes yes(3) yes(2) yes(2)
CRM Yes(d) | yes yes(3) yes(2) yes(2)
Company Vital
Strength Yes(3) | yes yes(2) yes(1) yes(2)
Valuation Yes(1) yes yes(3) yes(2) yes(2)
Relatioan| Assets Yes(2) yes ‘yes(2) yes(2) yes(2)
Management Yes(1) yes yes(1) yes(2) yes(1)
Standards Yes(l) yes yes(1) yes(2) yes(1)
Company Worth Yes(3) yes(2) “yes(3) yes(2) yes(2)
Ufone
SC (4) Zong(2) | Mobilink(3) | Telenor (2) Warid(3)
Structure Yes(3) yes(2) yes(2) yes(2) yes(2)
Standards Yes(@) | ves(l) yes(2) yes(2) yes(2)
components Yes(4) yes(2) yes@3) yes(2) _yes(3)
Company Vital
Strength Yes(3) | ves(2) yes(2) yes(2) yes(2)
Valuation Yes(2) yes(2) yes(2) yes(2) yes(2)
Management Yes(2) yes(2) yes(2) ‘ yes(2) yes(2)
Company Worth Yes(3) yes(2) yes(2) yes(2) yes(2)




PP

Meas ‘Ml Industry
Intangi {Common |Measure uring |nag |wise Respo
knowledge |ble Intagible {and Intellectual |Comp Stand fmp naibilit [Share [Stake  |public
K Intelk Assets |Assets  Jvalued  |Capital nts ards Int Jce y Holders |Hokders [Reports
Govt,
knowled | Experience Customer( Intangible |HC, RC, NO lintroduc |compa |Positive]Positive {pomibie(
NBP(5) |g(2) |(3) yes(3) |5) valued(2) [resources(4)[SC(5) NO(4){(4) [tion(3) [ny(3) }(5) (3) 5)
customer , Govt,
infe Document emloyee(2 Intangible [HC, RC, NO lintroduc jcompa |Positive|Positive | P ossible(
ZTB(2) |ion (2) |s(1) yes(2) |) valued(1) Jresources(2){SC(2) NO@)|(2) [tion(l) [oy(l) {(2) ) 2)
customer ,lvalued+m Govt,
knowled | Experience emioyee(2 |oasurable |Intangible [HC, RC, NO [introd pa [Positive|Positive |Possibie(
ABL(2) ge(2) |2 yes(2) D) 2 resources(2){SC(2) NO(2)i(2) [tion(1) [ny(2) [(2) (2) 2)
customer , Govt,
know- |Experience emloyee(2 Intangible |[HC. RC, NO {introduc [compa |Positive|Positive |Possible(
Ask(2) thow(2) |(2) yes(2) |) valued(2) (2)|SCQ2) NO@)|(2) tion2) Iny(1) {(2) (2) 2)
customer , Govt,
|knowled | Education( emloyee(2 Intangible {HC, RC, NO |introduc |compa |Positive|Positive {positive
Atlas(3)jge(2) {2) yes(3) ) valued(2) [resources(3)[SC(3) NO@)|(1) lton(®) Iny(®) 103) [€)] [(3)
customer ,|valued+m Govt,
Al informat | Experience emloyee(4 ble |Intangible |HC, RC, NO |introduc [compa |Positive{Positive |Positive
falah(4) |ion (3) |(4) yes(4) 1) 4) resources(3)|SCE)  |NOQ@)|(2) |tion(3) [ny(4) (&) “4) 4
customer , . Govt,
Faysal( |knowled | Document emloyee(2 Intangible jHC, RC, NO |introd pa |Positive|Positive [P ositive
2) |8e(@) |5 @) yes2) |) valued(1) [resources(2)|SC(1) NO(1)j(2) jtion(2) Iny(1) |@) (2) (2)
customer ,(valued+m Govt,
knowled|Technolog emloyee(2 |easurable [Intangible |HC, RC, NO gniti [compa |Positive|Positive |Positive
HBL(3) [ge(2) |y (3) yes(3) 1) (3) @)]8c1) NO@)|@) jon(2) [ny(3) I(3) 3) 3)
customer , Govt,
knowled|innovation emloyee(2 Intangible [HC, RC, NO |not compa {Positive|Positive [Positive
HMB(2)|ge(2)  |()) yes(?) ) valued(2) jresources(1)[SC(2) NO@)|(2) {vitak2) [ny(2) | [v)] 2)
customer ,|valued+m Govt,
Informat{ Experience emloyee(3 [casumble [Intangible JHC, RC, NO [introd pa {Positive|Positive [positive
IS(3) lien@) |2) yes(l) |) @ resources(3){SC(2)  [NO()|(3) [tion(3) ny() |(3) 3) )
customer, Govt,
KASB |[Creativit| Experience network(3 Intangible |HC, RC, NO {|Not compa {Positive [Positive [Positive
3) y@ | yes() ) valued(2) (3)|SC3) NOR)I(G) lvital(3) Iny(?) 13) 3) 3)
customer, . Govt,
knowled |Education( network(3 Intangible |HC, RC, NO jintroduc |compa [Positive{Positive [positive
MCB(3)lge(3) {2) yes(3) |) valued(3) {resources(3)|SC(3) NO(3)|(3) jtion(3) [ny(3) |(3) (3) (3)
Govt,
Myban |infi D intangible |HC, RC, NO |not compa |Positive|Positive |Possible(
k(3) Jion (3) ls(1) yes(2) |CRM(2) |vahied(2) jresources(3)ISC(2) NO(2)|(2) [vitak(3) [ny(?) [(D) (2) 2)
Govt,
informat | Experience Intangible |HC, RC, NO [not compa |Positive Pos‘tiveh’odﬂd
NIB(2) [ion 2) |(2) yes(2) {CRM(2) |valued(2) lresources(2)|SC2)  [NO@){(2) [vitaKl) |ny(2) |(1) (1) 1)
Govt,
Soneri {infommat |Experience Intangible [HC, RC, NO |not compa |Positive|Positive |Positive
@) ion (2) {(2) yes(2) ICRM(2) (valued(2) (2)|S02) NO(Z)JG) vial(2) |ny() |@2) (2) (2)
linnovati |Observatio innovatio jeasurable lnnngible HC, RC, NO [recognitijcompa |Positive|Positive | ositive
Citi(2) {on(2) [n(2) yes(1) [n(2) (2) resources(2){SCR)  [NO@)I2) lon(2) |ny@) |@)  |@) @
valued+m Govt,
HSBC |knowled|Experience casurable {Intangible {HC, RC, NO [recogniti]compa |Positive|Positive [Pasitive
@) ge(2) @) yes2) [CRMQ) 1(2) resources(2)|SC2) NOQR)|@) fon (1) |ny(D)- |® (2) (2)
jcustomer, ) Govt,
M knowled | Exp Inetwork(2 Intangible |HC, RC, NO |recogniti jcompa |Positive]Positive voﬁ:iu
(2) ge(2 {2 yes2) |) valued (2) [resources(2){SC(2) NOR)|2) fon (1) [ay(®) |(2) (2) (@)
Govt,
AlBarak{creativit | Education( Intangible |HC, RC, NO gniti jcompa |Positive|Positive [Possitie(
a2 @) 12 yea(2) [CRMQ2) |valued(2) Q)sco) _ [NO)j(h) Jen(l) [ny@) |@) ) 2)




valued+m Govt,
Islami |knowied|Experience easumable [intangible [HC, RC, NO {recogniti|compa |Positive|Positive |Positive
&) ge?) 1@ yes(2) [CRM2) (1) resources(1){SC(2)  INOQ)|(D) Jon (@) Iy | (2) (2)
Emirate customer ,|valued+m Govt,
s Global|knowled |Experience emloyee(2 |easurable |Intangible {HC, RC, NO {recognitijcompa [Positive[Positive |positive
3 ge(2) | yes2) |) 1] resources(3);SC(3) NO@)|2) jon(3) Iny() |3 () 3)
Dawoo
d customer ,{valued+m Govt,
Islamic( | creativit |Education( emloyec(2 [easurable |Intangible |HC, RC, NO |recognitijcompa [Positive|Positive |Pomibie(
! y(2) ) yes(2) |) ()] resources(2)|SC(2) NO(I(2) {on (2 {ny(D [(D (2) 2)
Dubai customer ,|valued+m Gowvt,
Islamic( {knowled | Experience emioyee(2 jeasurable |Intangible |HC, RC, INO |recogniti|compa [Positive|Positive |Positive
2) ge(2 (D) yes(1) |) (1) resources(1){SC(2) NO@(D) jon (@) [ny(d) (D (2) (2)
HR  |Compan |Decision ] Compan |{Com |Measurin |Company
Human depart |y making |Share |Valuati Human |y Vital|pone |g performan
HC Resource |[ment [Strength |process f[Ideas Jon Traning |Capital |Strength |nts |standards|ce
. Possibl KSA(
NBP(5) vital(2) |yes(2) |yes(3) [No(1) |[yes(3) |e(4) yes(4) Jyes(4) {no(4) |5) NO(4) |yes(5)
Possibl KSA(
ZTB(2) vital(2) |yes(2) lyes(1) |No(2) [yes(2) |e(1) |yes(2) [yes(1) fno(1) |1) [NO(2) |yex(1)
KSA(
ABL(1) vital(1)  |yes(1) jyes(1) |No(l) jyes(l) yes(1) |yes(1) |yes(1) Jjyes(1) |1) [No(1) fyes(1)
performa
nce
. KSA( |reports(2
Ask(2) vital(1)  |yes(2) [yes(2) [No(l) ]yes(2) [yes(2) {yes(2) ]yes(2) [No(1) 1) ) yes(2)
KSA(
Atlas(3) vital(2)  [yes(2) lyes(2) [No(2) |yes(3) yes(2) {yes(2) Jyes(2) |No(2) 2) No(3) lyes(2)
' performa
nce
KSA( [reports(3
Al falah(4) |vital(3) |yes(2) |yes(2) |yes(2) |yes(2) [yes(2) |yes(4) |yes(2) fyes(2) [3) |) yes(4)
KSA(
Faysal(2) lvital(2) |yes(1) [yes(1) [No(2) |yes(2) jyes(2) [yes(2) lyes(l) [No(1) |1) [no(l) lyes(2)
performa
nce
- |KSA( |reports(2
HBL(3) vital(2)  |yes(2) |yes(2) |yes(1) [yes(1) lyes(2) [yes(1) |yes(2) |yes2) |2) ] yes(3)
. KSA(
HMB(2)  Jvital2) |yes(2) [yes(2) |No(2) |yes(2) [yes(2) |yes(2) |yes(2) [yes(2) [1) |No(2) |yes(2)




performa
nce

KSA( [reports(2

IS(3) vital(2) |yes(2) |yes(3) |yes(l) |yes(2) |yes(Z) |yes(1) |Jyes(2) |[no(2) 1) ) yes(2)
KSA(

KASB(3) [vual(2) |]yes(2) |yes(2) |[No(3) |yes(2) |yes(2) |yes(3) [yes(2) |no(2) 1) no(l) |yes(3)
KSA(

MCB(3) vital(2) [yes(2) {yes(2) INo(3) |yes(2) |yes(2) lyes(2) |yes(2) |[No(3) |2) No(3) |ye«(2)
KSA(

Mybank (3) jvital(3) |yes(2) |yes(2) |No(3) |yes(1) |yes(2) |yes(2) lyes(2) }no(2) 2) no(3) yes(2)
KSA( :

NIB (2) vital(2)  |yes(2) |yes(2) {No(2)] {yes(2) lyes(2) |yes(2) {yes(2) |No(2) 1) no(2) |yes(2)
KSA(

Soneri(2) |vital(2) |yes(2) {yes(l) |No(2) lyes(1) jyes(2) [yes(1) lyes(1) [No(2) |2) No(2) |yex(2)

;:roperly * {ksA( fnce
Citi (2) vital(2) |yes(2) |trained [yes(2) |[yes(2) |yes(2) [yes(2) |yes(2) lyes(2) 1) reports(2 |yes(2)
performa
nce

KSA( jreports(1

HSBC (2) [vital(2) [yes(2) |yes(2) [yes(2) [yes(2) Jyes(2) [yes(2) [yes(2) |ye(1) j2) | yes(2)
KSA(

Meezan (2) |vital(2) [yes(2) |yes(2) |yes(2) lyes(2) |yes(2) {yes(2) |yes(1) |[no(2) 2) no(2) yes(2)
KSA(

AlBaraka(2)|vital(1) Jyes(2) fyes(2) [yes(2) jyes(2) lyes(2) Jyes(2) |yes(2) |yes(2) |1) [no(2) |yes(2)
KSA(

Islami (2) |vital(2) [yes(2) |yes(2) |yes(2) |yes(2) |yes(2) |yes(2) {yes(2) {no(2) 1) no(2) |yes(2)

Emirates : . KSA(

Global (3) |vital(2) |yes(2) {yes(2) |yes(2) |yes(2) |yes(2) lyes(2) lyes(2) }yes(2) 1) no(2) yes(2)

Dawood KSA(

Islamic(2) |vital(2) [yes(2) |yes(2) |yes(2) yes(2) |yes(2) |yes(2) |lyes(2) {no(2) |1) no(2) yes(2)

Dubai KSA(

Islamic(2) [vital(2) |yes(2) [yes(2) [yes(2) [yes(2) }yes(2) [yes(2) {yes(2) Ino(2) 2) no(2) yes(2)




Company Mam
Employes [Market [C i ion }Rak Vita) gemen Company
RC AVL  |relations |Oriented }rel hannel  |Assets  |CRM  [Strengh |Valution |t Standerds  [Worth
NBP(5) no(l) |no(1) yes (4)  |yes(4) no(l) ) yes (5) fno(1)  [no(1) no(2) |no(3) yes (4)
2 yes(public
ZTB(2) no(1) |no(1) yes (2) |yes(2) no(t) ) yes(2) [yes(1) |reports) |no(1) |no(2) yes (2)
ABL(1) yes (1) {no(1) yes (1) Jyes(i) yes (1) lyes(l) fyes(i) |yos (1) [yes(l) Ino(1) [no(1) yes (1)
Ask(2) yes(2) [yes(2) lyes(2) |yes(2) yes(2) lyes(2)  [yes(2) fyes(2) [yes(2) {no(1) {no(1) yes (2)
Atlag(3) no(l) |no(1) yes(2)  Jves(2) yes(2)  [yes(2) lyes(2) [yes(2) |yes(2) [no(l) |no(1) yes (2)
Al falah(4)  [yes(3) [yes (3) yes(3) |yes(3) yes(3)  [yes(2) jyes(3) jyes(3) |yes(1) Ino(2) |no(3) yes (4)
Faysal(2) yes (2) |no(1) yes (2)  |yes(2) yes(2)  lyes(2) |yes(2) [yss(2) [yes(2) |no(1) fno(1) yes (2)
HBL(3) yes (3) |yes(3) yes (3) lyes(2) no{!) yes(2)  |yes(3) {yes(2) [yes(2) |no(1) |no(1) yes (3)
HMB(2) yes (2) lyes(2) yes (2)  fyes(2) yes(2)  yes(2)  [yes(2) [yes(l) [yes(1) [no(2) [no(2) yes (1)
J5(3) yes (3) |yes(3) yes (3) |yes(2) yes(2)  |network(2)lyes (2) |yes(2) |yes(2)  [no(2) [no(2) yes (2)
KASB (3) yes(2) jyes(2) yes (2)  ]yes(3) yes(3) lyes(2) lyes(3) yes(1) Jyex(2) Ino(2) jno(2) yes (2)
MCB(3) yes (2) [no{l) yo) lya@)  pes@ a@ |ao o e no(1) |no(3) yes (2)
Mytank (3) |yes(2) |no(2) yes (2)  |yes (2) . yes(2)  |yes(2) |yes(2) |yes(2) [yes(2)  [no(2) |no(2) yes (2)
NIB (2) yes (2) fyes(2) yos (2) |yes(2) yes(2)  |yes(2) [yes(2) lyes(2) yes(2) |no(2) |no(1) yes (2)
Soneri (2) ves(2) Ino(1) yes(2)  Jyes(2) yes(2)  |yes(2) [yes(2) lyes(2) |yes(2) |no(l) |no(1) yes (2)
Citi (2) yes(2) {yes(2) yes (2)  |ves(2) yes(2)  Jyes(2)  fyes(2) Jyes(2) |yes(2)  [no(F) |no(1) yes (2)
HSBC (2)  |yes(2) |yes(2) yes (2) |yes(2) yes(2)  |yes(2)  |yes(2) jyes(2) [yex(2) no(1) |no(1) yes (2)
[Meezan (2)  Jyes (2) |yes(2) yes(2) |yes(2) ya2)  |yes(n yes(2) lyes(2) [yes(2)  lno(l) [no(l) yes (2)
AlBaraka(2) y&(z) yes (2) yes(2) lyes(2) yos(2)  [yes(2) [yes(2) [yes(1) |yes(2) |no(1) |no(2) yes (1)




™,

Istami (2) yes(2) lyes(2) yes(2)  [yes(2) yes (2) yes (2)  fyes(2) fyes(l) iyes(l) ~ Imo(l) |no(l) yes (2)
Emirates :
Global (3) yes(2) |[yes(2) yes(2) |yes(2) yes(2)  |yes(2)  [yes(2) {yes(1) lyes(2) |no(2) [no(2) yes (2)
Dawood
Islamic(2) yes(2) |yes(2) yes(2) lyes(2) yes(2)  lyes(2)  lyes(2) [yes(2) |yes(2) no(1) jno(1) yes (2)
Dubai
Islamic(2) yes(2) lyes(2) yes(2)  |yes(2) yes(2)  lyes(2)  |yes(2) fyes(2) |yes(2) no(1) |no(1) yes (2)
Company Company
SC Structure Standards Strength Valuation Management |Worth
NBP(5) set up(4) some what(5) |yes(2) yes(2) yes(2) yes(2)
ZTB(2) set up(2) some what(5) |yes(1) yes(2) yes(2) yes(2)
some

ABL(1) setup (1)  '[what(51) yes(1), yes(1) ye(1) yes(1)

tangible+intan
Ask(2) gible(2) some what (2) |yes(!) yes(1) yes(l) yes(2)

tangible+intan
Atlas(3) gible(2) some what (3) |yes(1) yes(2) yes(2) yes(2)

tangible-+intan
Al falah(4) gible(4) some what (2) |yes(2) yes(2) yes(2) yes(2)

tangible+intan
Faysal(2) gible(2) some what (2) {yes(2) yes(2) yes(2) yes(2)




tangible-+intan

HBL(3) gible(2) some what (2) |yes(2) yes(2) yes(2) yes(2)
tangible+intan
HMB(2) gible(2) some what (2) jyes(2) yes(2) yes(2) yes(2)
tangible+intan
1S(3) gible(2) some what (3) |yes(2) yes(2) yes(2) yes(2)
tangiblet+intan
KASB (3) gible(3) some what (2) lyes(3) yes(2) yes(2) yes(2)
tangible+intan
MCB(3) gible(3) some what (2) |yes(2) yes(2) yes(2) yes(2)
tangible+intan
Mybank (3) jgible(2) some what (2) [yes(2) yes(2) yes(2). yes(2)
tangible+intan
NIB (2) gible(2) some what (2) {yes(2) yes(2) yes(2) yes(2)
tangible+intan
Soneri (2) gible(2) some what (2) {yes(2) yes(2) yes{2) yes(2)
tangibletintan
Citi (2) gible(2) some what (2) |yes(2) yes(2) yes(2) yes(2)
tangibletintan
HSBC (2)  [gible(2)- some what (2) [yes(2) yes(2) yes(2) yes(2)
tangible+intan
Meezan (2) gible(2) same what (2) |yes(2) yes(2). yes(2) yes(2)
tangible+intan
AlBaraka(2) |gible(2) some what (2) [yes(2) yes(2) yes(2) yes(2)
~ [tangible+intan
Islami (2) gible(2) some what (2) |yes(2) yes(2) yes(2) yes(2)
Emirates tangibletintan | | »
Global (3) gible(2) some what (2) |yes(2) yes(2) yes(2) yes(2)
Dawood tangiﬁlc+intan
Islamic(2) gible(2) some what (2) {yes(2) yes(2) yes(2) yes(2)
Dubai tangible+intan
Islamic(2) gible(2) some what (2) |yes(2) yes(2) yes(2) yes(2)




s

APPENDIX 2

1. What is your name and designation in the company?

2. How many years of experience with the company and in total, also mention in which
industry and companies?

Give a brief history of your company?

Briefly explain past five-year performance of your company?

Does your company have a website?

Which industry is the most knowledge—intensive?

Sk Ww

Do you know what intellect is?

Does Company have intangible assets?

What is the source of these assets?

Which industry has the most intangible assets?
Which intangible assets are the most common?

What is intellectual capital in your words?

Can they be valued or measured?

Which intangible assets can be the most vital of all?
If it is an asset, is there any management for it?

10. What are the components of IC?

11. Are there any standards for measuring or valuing the Intellectual Capital?
12. Can it be the source of STRENGHT for the company?
13. Can it be recorded and reflected in the public reports?
14. Is there any Industry-wise practice?

15. Do SHAREHOLDERS gain benefit for it?

16. Do STAKEHOLDERS gain benefit for it?

1.
2.
3.
4.
5.
6.
7.
8.
9.

1. Arethe employees recruited on the basis of their creativity, resourcefulness and problem
solving behavior?

2. Are employees encouraged to participate in the decision making process?

3. Are employees encouraged to share knowledge?



7.
8.
9.

10.
11.
12.
13.
14.
15.

Are they encouraged to share new ideas?

Are they required to record their know-how and experiences? |
Do creative and innovative employees are considered as STRENGTH of the
organization? '

Are they considered as the asset of the company?

Are they a source of revenue generation for the company?

What do you know about Human Capital?

Is there any Human development department in your company?

Do the employees get training for their tasks?

Does the organization aim to get the most out of employees?

Is the performance of the employees visible in the financial statements?

Is there any policy or strategy to retain, develop and attract creative people?
Are there any industry wise standards for it?

o

13.
14.
15.

16.
17.

Do you have predefined AVL (approved list of vendors)?

Is your firm Market Oriented?

Do you have any idea about Relational Capital?

Can it be valued?

Is it important to have good relations with the customers, employees, shareholders and
stakeholders?

Is there any NEED to manage the relations with all the above groups (customers,
employees, shareholders and stakeholders)?

Is it a source of STRENGTH?

How good relations with the supplier can be beneficial?

How good relations with the distributors can be beneficial?

. Does it take considerable time and effort to have a list of loyal and efficient suppliers and

distributors?

. How your company does customer relationship management?
. Is there any mechanism to store the feedback of the internal customers (employees)?

Are there any standards for the recording of the feedback and forwarding it to the
authorities for action?

How important it is to record and respond against the feedback of the internal and
external customers?

Do all the employees know what the target market of the company is?

Do you think that relationship capital is a tangible asset?

Can it be documented? '

18. Are there any standards?
19. Do relational Capital incréases market worth of the company?



20.
21.

1.
2.
3.
4,
5.
6.
7.
8.

13.
14.
15.

16.

17

Do relational Capital strengthens the market image of the company?
Why there is difference in the market value and book value of the assets of the company?

Define the structure w.r.t an organization?

Are there any standards for it?

Can it be managed?

What are the components of the structure if the organization?

What do you know about Structural capital (SC)? .

Does the company need documented knowledge in the shape of manuals and databases?
Yes, can you name some of the manuals?

Do every policy, standard, plan and even raw data about internal and external customers
is documented?

Does your company have documented knowledge in the shape of manuals and databases?

. Who and when the information ca be accessed?
11.
12.

Who are the beneficiaries of the documented knowledge?

Does this documented knowledge identify the conceptual and the core structure of the
organization?

How valuable is the documented knowledge?

Is it the source of STRENGTH of the company?

Do the documented knowledge regarding customer’s is vital for keeping the track of the
target market and the customer base?

Do you think that market leaders are the most knowledgeable and well informed?

. Do you think that market leaders protect there documented knowledge and make there

STRENGTH?




