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Abstract:

Purpose: With the emerging economies, intellectual capital is considered as focus of study 

for the researcher. So the puipose of the study is to examine the effect of intellectual capital 

on firm’s performance

Design / methodology: Data was extracted from the financial statements of 11 companies 

listed on Pakistan stock exchange, five year data was collected from the period 2011 to 2015. 

VAIC methodology defined by PULIC was used to measure the IC and firm performance was 

measured through ROE. To test the model and proposed hypothesis, EVIEWS was used.

Findings: The results of the analysis support the two of the hypothesis and shows that there 

is positive significant association between IC and firm performance in the sample cement 

companies of Pakistan. While among its components only structural capital shows positive 

association with the firm performance measure (ROE) while HCE & CEE does not have 

significant relation with ROE. Structural capital is the only component of IC which isregarded 

for enhancing valuation and profitability of a firm

Research limitation/ implications: Evidence from the sample companies shows that there is 

moderate association between IC and firm performance. Results are based on sample of listed 

companies and only cement sector is tested therefore findings are not universal therefore 

results cannot be applied to other sectors, as it vary from industry to industry.

Practical implication: This study shows that cement companies are having greater focus on 

structural so it is suggested that companies should invest in other components of IC as well.

Keywords: Return on equity (ROE), Intellectual capital (IC), Human capital efficiency 

(HCE), Structural capital efficiency (SCE), Capital employed efficiency (CEE).
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