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ABSTRACT 

The st udy anal ysed t he t rend and pattern of  i ntellect ual  capital  a mong quot ed non-fi nanci al 

compani es  i n Ni geria and eval uat ed t he ext ent  of cor porat e governance practices  a mong quot ed 

non-fi nancial  compani es i n Ni geria.  It  also exa mi ned t he effect  of  int ellect ual  capital  on 

perfor mance measures  of  quot ed non-fi nancial co mpani es  i n Ni geria and i nvesti gat ed t he 

moderati ng r ol e of  corporat e governance on t he r el ati onshi p bet ween i ntellect ual  capital  and 

perfor mance.  These were wit h a vi ew t o pr ovi di ng i nfor mati on on t he extent  t o whi ch cor porat e 

governance strengt hens  the rel ati onshi p bet ween i nt ellect ual  capital  i nvest ment  and fi nanci al 

perfor mance of fir ms i n Ni geria. 

Secondary dat a were e mpl oyed f or  t his  st udy.  Purposi ve sa mpli ng t echni que was  used t o sel ect  a 

sa mpl e of  50 co mpani es  out  of  t he t ot al  popul ati on of  80 non-fi nancial  quot ed co mpani es  whose 

st ocks  were acti vel y traded on t he Ni gerian St ock Exchange f or  t he peri od of  2007 t o 2017 and 

whose dat a on rel evant  inf or mati on wer e readil y availabl e and accessi bl e.  The choi ce of  base 

year  2007 was  i nfor med by gl obal  econo mi c recessi on t hat  affect ed t he fi nanci al  perfor mance of 

quot ed non-fi nanci al  co mpani es  i n Ni geria.  Dat a on i nt ellect ual  capital  and cor porat e 

governance such as  human capital,  struct ural  capital,  capital  e mpl oyed,  boar d charact eristics, 

ownershi p struct ure and fir ms’  econo mi c data were sourced from the audited fi nanci al 

state ments  of  sa mpl ed compani es.  Dat a collected were anal ysed usi ng t abl es,  percent ages, 

cont ent anal ysis and regressi on anal ysis. 

The results reveal ed that  t he trend and pat tern of  i nt ellect ual  capital  a mong quot ed                     

non-fi nancial  co mpani es i n Ni geria vary rangi ng from - 1. 59 ( Hu man Capital  Efficiency),  - 0. 81 

(Struct ural  Capital  Efficiency)  and - 11. 40 ( Capi tal  Empl oyed Efficiency)  t o 428. 43 ( Hu man 
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Capital  Efficiency),  343. 51( Struct ural  Capital Effi ciency)  and 151.5 ( Capital  Empl oyed 

Efficiency)  across  sect ors and peri od.  The result  also showed t hat  t he  ext ent  of  cor porat e 

governance practices  a mong quot ed non-fi nancial co mpani es  i n Ni geria as  at  2017 was  l ow at  an 

average of  34. 84 %.  Furt her more,  t he result  reveal ed t hat  hu man capital  efficiency                      (t 

= 3. 1319,  p < 0. 05),  capital  e mpl oyed efficiency ( t  = 6. 7011,    p < 0. 05),  fir m si ze (t  = 2. 2177,  p 

< 0. 05)  had si gnificant  effect  on ret urn on equit y while capital e mpl oyed effi ci ency                      

(t  = 13. 5989,  p < 0. 05)  and l everage (t  = 4. 7112,  p < 0. 05)  had si gnificant  effect  on ret urn on 

assets.  Fi nall y,  t he result showed t hat  hu man capi tal  efficiency (t  = 2. 1617,  p < 0. 05),  struct ural 

capital  efficiency (t  = 2. 3288,  p < 0. 05),  capital  empl oyed efficiency (t  =12. 9183,    p < 0. 05)  and 

leverage (t  = 2. 5309,  p < 0. 05)  had si gnificant effects  on ret urn on assets whil e cor porat e 

governance had moderating effect  on t he rel ati onshi ps  bet ween i nt ellect ual  capit al  and t he fir m 

perfor mance t hrough t he capital  e mpl oyed effici ency (t  = 2. 7389,  p < 0. 05),  hu man capit al 

efficiency (t = 2. 2293, p < 0. 05) and struct ural capital efficiency (t = 2. 1051, p < 0. 05). 

The st udy concl uded t hat cor porat e governance moderat ed t he effect  of  i nvest ment  i n i nt ellect ual 

capital on financi al perfor mance i n Ni geria. 
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CHAPTER ONE 

INTRODUCTI ON 

1. 1 Background to the St udy  

Moder n or gani zati ons  acquire and all ocat e resources  i n such a  way t hat  maxi mi zes  ret urns  on 

invest ment  and creat es  val ues  f or  its  owners.  These resources  according t o t he cl assicalists 

incl ude;  l and,  l abour  and capital.  As  ri ghtl y noted by Trequattri ni  (2008),  it  i s  t he nu mber  of 

resources  whi ch co me  i n f or m of  assets  and finance i nvest ed i n a firm t hat  det er mi nes  t he 

a mount  of  pr ofit  t o be made.  Ho wever,  recentl y,  the use of  i nfor mati on t echnol ogy,  i nnovati on 

and knowl edge t er med ‘ Intellect ual  Capital’  (I C) have been t aken i nt o consi deration t o i mpact 

the pr oducti vit y and perfor mance of  t he fir ms.  The e mer gi ng econo my pl aces  val ue on t he r ol es 

of  i nfor mati on t echnol ogy,  i nnovati on,  struct ure and knowl edge as  a  sustai nabl e resource t o 

acquire and mai nt ai n a co mpetitive edge ( Ra mezan, 2011).  

Or ganisati ons  adopt  hi ghl y i nt ensi ve i nvest ment  i n t heir  e mpl oyees'  devel opment  rat her  t han 

directi ng t heir  i nvest ments,  attenti on and energy purel y on t angi bl e assets such as  pl ants, 

equi pment  and machi nery.  Thi s  direct  i nvest ment  i n e mpl oyees'  devel opment  i s  referred t o as 

intellect ual  capital.  The Or ganisati on f or  Econo mi c Co- operati on and Devel opment  ( OECD,  

2008)  defi ned i nt ellect ual  capital  as  t he econo mi c val ue of  struct ural  capital  and hu man capital, 

di sti nguishi ng it  as  a  subset  of  i nt angi bl e assets.  Furt her more,  i nt ellect ual  capital  i s  t he 

knowl edge used t o transfor m i nfor mati on i nt o a more val uabl e asset  in or der  t o yi el d an 

econo mi c ret urn usi ng t he t al ents  of  st aff,  t he val ue of  pr oprietary knowl edge and pr ocesses,  and 

the val ue of  rel ati onshi p wit h cust omers  and suppliers  ( St ewart,  1998).  Intellect ual  capital  i s 
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vi ewed as  assets  rel ati ng t o e mpl oyees’  knowl edge and expertise,  cust omers’  confi dence i n t he 

company and t he efficiency of company busi ness pr ocesses.  

Intellect ual  capital  refers t o t he knowl edge-based assets  whi ch t he or ganisati on f ocuses  on t o 

increase its  efficiency of  fi nancial  perfor mance.  It  furt hers  cat egorised i nt o hu man,  struct ural  and 

cust omer  capital.  Hu man capital  i s  t he co mbi nati on of  genetic i nheritance,  educati on,  experi ence 

and attit ude about  life and busi ness  and struct ural capital  i n t he f or m of  organisati onal  r outi nes 

refers t o t he critical link that all ows i ntellect ual capital to be measured at an organisational level. 

Cust omer  capital  i s  t he combi nati on of  assets  used by an or ganisati on i n r el ati ng wit h its  past, 

present  and pot ential  cust omers,  wit h its  net work of  suppliers  or  research and devel op ment 

part ners,  i n additi on t o t he percepti ons  and vi ews  t hat  t hey hol d about  t he co mpany ( Brannstrom 

& Gi uliani, 2009). 

Intellect ual  capital  i s  t he most  si gnificant  or ganisational  asset  i n t he digital  econo my and an 

or ganisation’s  success  will  be based on t he strategi c manage ment  of  knowl edge rat her  t han t he 

strategi c all ocati on of  physi cal  and fi nancial  resources  ( Bontis,  1998).  In t he recent  t i me,  t he 

means  t o measure t he val ue of  i nt ellect ual  capital  has  been t he f ocus  of r esearch because of 

li mitations  associ ated with t he capability of  financi al  st ate ments  t o expl ai n t he difference 

bet ween an or gani zati on’s mar ket  val ue and book val ue,  t hus  not  reporting t he f ull  val ue of  an 

or ganisation (Pett y & Guthries, 2000 & Hol men, 2011).  

So me  of  t he pri mar y reasons  or ganisati ons  add i nt ellect ual  capital  t o t he measure ment  of 

or ganisational  perfor mance i ncl ude t he desire t o hel p f or mul at e strategi es;  assist  i n t he fir m’s 

di versificati on and expansi on decisi ons;  use as a  basis  for  manage ment  co mpensati on and 

communi cat e wit h ext ernal  sharehol der  i n or der  t o r aise capital  and enhance t he reput ati on of  t he 
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or ganisation.  An or ganisati on’s  reput ation can be enhanced by e mpl oyi ng knowl edgeabl e and 

innovati ve peopl e ( Chen,  Cheng & Hwang, 2005).   

Accor di ng t o Hori be ( 2015),  perfor mance and competiti ve advant age are no l onger  pri maril y a 

matt er  of  machi nes  and t ools  but  of  brai ns  and harnessi ng t hose brai ns.  This  e mphasises  t hat  t he 

dyna mi c i nnat e charact eristics  of  i nt ellect ual  capital  mean t hat  its  i ndi vidual  co mponent s  are 

often wort hl ess  by t he msel ves  but  wor k onl y as a  syst e m.  I n t he sa me  vei n,  it  i s  i nt ellect ual 

capital  (I C)  el e ments  i nteracti on t hat  generat es  and creat es  val ue f or  co mpani es.  Thi s  val ue 

generati on i s  of  ut most  i mportance especi ally t o t he pr ofit- maxi mi zi ng compani es,  who seek 

better perfor mance i n t he level of profitability, liqui dit y, efficiency, ret urns and leverage.  

The fi nancial  reliability, st ability,  and pr ofitability of  an or gani zati on sol el y depend on t he 

pr ocess  and practice of  its corporat e governance,  and wit h effecti ve corporat e gover nance i n 

operati on,  it  i s  expect ed t hat  t he l ong-t er m val ue of  st akehol ders  will  be enhanced ( Cohen & 

Kai menakis,  2007).  Corporat e governance i s  t he syst e m by whi ch co mpani es  are direct ed and 

controlled ( Cadbur y Report,  1992).  Cor porat e governance i nvol ves  a set  of  rel ati onshi ps 

bet ween a  co mpany’s  manage ment,  its  board,  its sharehol ders  and ot her  stakehol ders.  Cor porat e 

governance al so pr ovi des t he struct ure t hrough which t he obj ecti ves  of  t he company are set,  and 

the means  of  attai ni ng those obj ecti ves  and monit ori ng perfor mance are det er mi ned ( OECD,  

2004). 

Cor porat e governance i nfluences  how t he obj ectives  of  t he co mpany are set  and achi eved,  how 

risk i s  monit ored and assessed,  and how perfor mance i s  opti mi sed.  Good cor porat e gover nance 

struct ures  encourage compani es  t o creat e val ue and pr ovi de account ability and control  syst e ms 
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commensurat e wit h t he r isks  i nvol ved.  De monstrabl y,  good cor porat e governance practices  are 

increasi ngl y i mport ant in det er mi ni ng t he cost of capital in a gl obal capital mar ket.  

Son mez and Yil diri m (2015)  opi ned t hat  sound cor porat e governance i s  t he core conditi on 

required f or  any or gani zati on f or  i mpr ovi ng its  fi nancial  perfor mance.  Good cor porat e 

governance practices are nor mall y consi dered t he reason for good corporate perfor mance and 
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