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ABSTRACT

The study examined the effect of intellectual capital on market value of listed
conglomerates in Nigeria. The study specifically examined how the effect of human
capital management, structural capital management and capital employed
management on market value of shares. The study adopted the ex-post facto research
design; as the goal was not to manipulate any variable but rather to establish effect
and mediation. The population comprised listed conglomerates and the sample
restricted to a purposive sample of five (5) firms whose annual reports were
accessible and contained the needed data for the period of 11 years from 2013-2023
which was the time scope of this study. The data were analysed using the Ordinary
Least Square (OLS) regression. The results showed human capital management has
a significant positive effect on market value of listed conglomerates while structural
capital management and capital employed management have a significant negative
effect.
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1. INTRODUCTION

It has been argued that the rise of the knowledge economy and its preference over the
production economy brought about a paradigm shift in which businesses were no longer solely
evaluated on the basis of their tangible assets; instead, they were evaluated on an all-
encompassing platform that considered their worth as the sum of their intangible and tangible
assets (Aprilianda & Nur, 2023). In particular, Ofurum, Onuoha, and Nwaekpe (2018)
contend that businesses in Nigeria have not been able to effectively utilize the components of
their intellectual capital, and as a result, have not been able to attain optimality in regard to
their management of intellectual capital. Suzan & Ardiansyah (2023) contend that in the
twenty-first century, the industrial development model needs to provide sophisticated
accommodations for knowledge-based and innovative businesses, such as valuation models

that are not possible to achieve through conventional methods. They maintained that
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knowledge and intellectual capital are intangible assets that are far outweighing traditional
methods of valuing assets like real estate, land, and capital assets, and that intellectual assets

are increasingly serving as reliable indicators of a company's performance.

Nonetheless, disparate findings were found in an analysis of research conducted globally on
the impact of intellectual capital on business value. In particular, there is still a lack of
knowledge regarding whether or not to invest in and use intellectual capital as a critical asset,
despite the grounded framework of intellectual capital being in place and intellectual capital
being researched in many countries to give firms a competitive advantage over rivals
(Hermawan, Hariyanto, & Biduri 2020). In addition, a number of studies have examined
intellectual capital in the developed world. For example, Pedro, Leitéo, and Alves (2018) used
Spanish companies in their multivariate regression analysis; Kowalska (2020) assessed Polish
listed companies and Shakina through panel regression analysis; and Barajas and Molodchik
(2017) used OLS regression analysis to select samples from listed Russian companies. As a
result, very few research have examined the effects of intellectual capital on company value
using developing emerging countries, particularly in Sub-Saharan Africa (Nigeria in

particular).

In Nigeria, the few existing studies on intellectual capital concentrated more on firm
performance as against market value of the firms. The studies also ignored the conglomerate
sector. For instance, Omaliko, Mordi and Uzodimma (2023) examined the relationship
between intellectual capital efficiency and corporate sustainability growth on listed
manufacturing firms in Nigeria, Okafor and Orjinata (2023) examined the relationship
between intellectual capital investment and corporate sustainability growth on listed industrial
goods firms in Nigeria, Haruna (2022) determined the effect of intellectual capital on the
performance of multinational companies in Nigeria. Lambe, Ame and Dzugwahi (2022)
examined the relationship between natural and intellectual capital and financial performance
of listed multinational companies in Nigeria, Obi, Okon, and Ojiako (2022) investigated the
influence of intellectual capital efficiencies on firm value in Nigeria drawing samples from
listed service firms in Nigeria. It is against this backdrop that this study examined the effect

of intellectual capital on the market value of listed conglomerates in Nigeria.
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1.1 Objectives
The main objective of this study is to examine the effect intellectual capital on market value
of listed conglomerates in Nigeria. However, the specific objectives are to.
1. examine the effect of human capital management on market value of listed
conglomerates in Nigeria;
2. investigate the effect of structural capital management on market value of listed
conglomerates in Nigeria;
3. ascertain the effect of capital employed management on market value of listed

conglomerates in Nigeria.

1.2 Hypotheses

The following hypotheses will be tested in their null forms.

Hoi:  Human capital management does not have significant effect on market value of listed
conglomerates in Nigeria;

Hoo:  Structural capital management does not have significant effect on market value of
listed conglomerates in Nigeria;

Hos:  Capital employed management does not have significant effect on market value of

listed conglomerates in Nigeria.

2. LITERATURE REVIEW

2.1 Conceptual Review

Although it can be a source of innovation and development for a company, human capital is
becoming a harder concept to quantify. According to Omaliko, Mordi, and Uzodimma (2023),
human capital is a word that acknowledges an organization's employees as significant and
vital assets that support development and progress in a manner similar to that of tangible
assets like machinery and cash. Performance inside an organization is influenced by people's
attitudes, skills, and competencies as a whole. Human capital management makes ensuring
that an organization's knowledge, skills, and competences represent its employees' combined
capacity to generate the best solutions possible using their expertise, which adds value to the
business. According to Onyekwelu, Okoh, and lyidiobi (2017), human capital is a
conglomerate of information, expertise (skills), and inventiveness in completing tasks,
corporate values, culture, and philosophy. According to Haruna (2022), human capital is the
sum of an individual's knowledge, drive, capabilities, organizational foundational resources,
and skills that enable employees to support corporate performance. In a similar vein, Duru,

Okpe, and Nwosu (2018) point out that human capital refers to resources associated with the
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knowledge, abilities, and other personal qualities that employees must possess. In the current
business climate, human capital is acknowledged as a vital resource for organizations that
generates value. It is an essential instrument for businesses to get a competitive edge. The
infrastructure that helps workers produce their best work is known as structural capital. It
includes an organization's capacity to access markets, hardware, software, databases,
organizational structure, patents, trademarks, and all other tools that help boost worker
productivity (Ahmed & Tamanna, 2023). The idea that structural capital exists facilitates the
production of intellectual capital and serves as a conduit for the conversion of human
resources into intellectual capital. The knowledge or "know-how" that remains the property
of the company after the contribution made by human skill is known as structural capital
(Haruna, 2022). According to Duru, Okpe, and Nwosu (2018), structural capital is what the
businesses own and includes relational capital, inventive capital, organizational infrastructure,
and so on. In a similar vein, Ali (2015) noted that structural capital includes the supportive
frameworks that enable the enterprise to capitalize on its intellectual capital. The framework
spans from the actual goods that a company offers, such databases, trademarks, and patents,
to the total intangible success, like employee trust, openness, and culture. This capital is the
outcome of the systems or products the company has developed over time and will stick with

the business even after employees depart (Leo-see, 2018).

Funds employed, or capital employed, is the entire amount of capital used by a company or
project to obtain profits. An organization's total asset value that it uses to produce profits is
sometimes referred to as its capital employed. The tangible assets that make up capital
employed are both financial and material assets. The financial component comprises assets
that remain when employees depart, whereas the physical component consists of fixed and
raw materials (Haruna, 2022). Capital employed, according to Ovechkin, Boldyreva, and
Davydenko (2020), includes both financial and material capital, such as the book value of net
assets. The difference between total assets and intangible assets is the study's capital
employed, and the ratio of value added to capital employed is the measure of the efficiency
of the capital utilized. The quantity of capital utilized in the company's current and fixed assets
is referred to as capital employed. The same fund's long-term obligations, equity, and loan
capital are all included. It is equivalent to the fixed asset and working capital in terms of
assets. As a result, the company's capacity to generate revenue was made possible by the
capital uses summarizing asset values, also referred to as operating assets. Two common ways
to finance the money are net debt and shareholder equity financing (Onyekwelu & Ubesie,
2016).
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Empirically, Mukaro, Deka, and Rukani (2023) in their investigation on the relationship
between organizational performance and intellectual capital throughout Turkey's business
sectors, discovered that intellectual capital and long-term liabilities lower firm profitability.
Analogously, Omaliko, Mordi, and Uzodimma (2023) investigated the connection between
corporate sustainability growth and intellectual capital efficiency and discovered a strong and
favorable correlation between the sustainability growth of Nigerian manufacturing firms and
their human, relational, and structural capital. In their analysis of the relationship between
intellectual capital and firm performance in the post-COVID-19 era of Indonesian
telecommunications, Muftiasa, Wibow, Hurriyati, and Rahayu (2023) discovered a
statistically significant and positive relationship. In Uganda, Bananuka, Tauringana, and
Tumwebaze (2023) looked into the relationship between intellectual capital (IC) and
sustainability reporting practices. Their findings showed a strong correlation between IC and
sustainability reporting practices. In their investigation into the connection between corporate
sustainability growth and intellectual capital investment, Okafor and Orjinata (2023)
discovered a strong and favorable correlation between the sustainability growth of Nigerian
industrial goods companies and their investments in human, relational, and structural capital.
The impact of intellectual capital on the performance of multinational corporations operating
in Nigeria was examined by Haruna (2022), who discovered that the performance of these
organizations is positively and significantly impacted by the efficiency of capital used. Also,
the success of multinational corporations in Nigeria is unaffected by either structural or human

capital efficiency.

3. MATERIAL AND METHODS

Ex-post facto research design has been employed in this study. The ex-post facto research
design was adopted for this study since the study made use of historical data for the analysis.
The population of this study is made up of all the conglomerates listed on the floor of the
Nigerian Exchange Group during an 11-year period between 2013 and 2023. Particularly, this
study draws the final sample size through a procedure of purposive non-probability sampling
technique which takes cognizance of availability, data of listing, presence of foreign
ownership and accessibility of relevant information (data) needed for the study. The sampled
conglomerates include: Chellarams PLC, John Holts PLC, SCOA Nigeria PLC, Transcorp
PLC and UACN PLC.
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This study employed secondary data collection technique. Secondary data collection is the
gathering of information already researched and presented by other scholars or data obtained
from other sources. These secondary sources include Audited annual reports of the related
guoted companies on the Nigerian Stock Exchange website. Descriptive statistics was
computed such as the mean, median, standard deviation, minimum, maximum values
statistics. This was used to describe the nature of data and also aid data visualization. Ordinary

Least Square (OLS) regression was used to validate the hypotheses.

In this study, the specified models are built to capture the effect of intellectual capital
management on market value of conglomerates in Nigeria. Thus, the study modified the
models specified by Omaliko, Mordi amd Uzodimma (2023) to suit the variables employed
in this study. Their model was stated as CSG = f(HCE, RCE, SCE); Where CSG is Corporate
Sustainability Growth, HCE is human capital employed, RCE is relational capital employed
and SCE is structural capital employed. The model was modified thus:

MAVSi; = fo + f1iHCM;; + £2,SCMit + f3CEMt + it

Where:

MAVS = Market Value of Shares

HCM = Human Capital Management
SCM = Structural Capital Management
CEM = Capital Employed Management
Bi-Bs = Slope Coefficient

€ = Error term

i = i" firm

t = time period

Table 1. Operationalization/ Measurement of Variables and Apriori Expectation

S/ | Variables Measurement Apriori Sign
N
Dependent Variable

1 | Market Value of Shares Total outstanding shares multiplied
by the current price per share

Independent Variables
2 | Human Capital Management | Revenue minus cost of revenue | +
divided by staff cost

3 | Structural Capital | Revenue minus cost of revenue and | -
Management staff cost divided by revenue minus
cost of revenue
4 | Capital Employed | Capital Employed Efficiency in | +
Management numbers is computed as Revenue
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minus cost of revenue divided by
total asset minus intangible asset.

4. RESULT AND DISCUSSIONS

4.1 Data Analysis

4.1.1 Descriptive Statistics

The descriptive statistics of the main independent variables utilized in the study are presented
in Table 1 below; the table shows the number of observations, mean, standard deviation,
minimum and maximum values of the variables. The description helps in showing the nature
of the data.

Table 2: Summary statistics of variables

. summarize MARKETVS HCM SCM CEM

Variable Obs Mean Std. Dev. Min Max
MARKETVS 55 22.87145 33.71737 .16 144,55
HCM 55 3.956003 7.937462 -10.28149  33.24803
SCM 55 1.87243 8.333066 -5.565717 60.28404
CEM 55 .0442034 .1031898 -.2846684 .2519494

Source: STATA 15 Outputs, 2024

The Obs. column (for instance, observations) shows the number of observations included in
the analysis of the variables of the study as fifty five (55). The Mean is a measure of central
tendency which calculates the average of a set of observations; while, the Standard Deviation
(SD) is a measure of the average distance between the values of the data in the set and the
mean. A low SD indicates that the data points tend to be very close to the mean; a high SD

indicates that the data points are spread out over a large range of values.

The mean value for market value is 22.87, with a SD of 33.72 that shows that the values are
spread out over a very large range of values, a minimum value of 0.16 and a maximum value
of 144.55. Human capital management has a mean of 3.96, with a SD of 7.94 that shows that
the values are spread out over a large range of values, it has a minimum value of -10.28 and
a maximum value of 33.25. The mean value for structural capital management is 1.87, with a
SD of 8.33 that shows that the values are spread out over a large range of values, a minimum

value of -5.57 and a maximum value of 60.28. Finally, capital employed management has a
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mean of 0.044, with a SD of 0.10 that shows that the values are spread out over a small range

of values, it has a minimum value of -0.28 and a maximum value of 0.25.

Table 3: Correlation Matrix

correlate MARKETVS HCM SCM CEM

(cbs=55)
MARKETVS HCM SCM CEM
MARKETVS 1.0000
HCM 0.2112 1.0000
SCM -0.0699 -0.0680 1.0000
CEM -0.3800 0.5254 -0.0772 1.0000

Source: STATA 15 Outputs, 2024

Table 3 shows the result of correlation analyses. The table indicate the relationship between
variables of the study. From the table, market value being the dependent variable has less than
39% relationship with all the independent variables. Interesting, the relationship between the
various independent variables is less than 10% except for human capital management and
capital employed management that is 52.5%. This results shows the absence of
multicollinearity among the independent variables. This is also confirmed by the VIF table

below.

Table 4: VIF test for Multicollinearity

~vif
Variable VIFE 1/VIFE
CEM 1.38 O.722249
HCM 1.38 O.723223
SCM 1 .01 0O.992999
Mean VIE 1 .26

Source: STATA 15 Outputs, 2024

Table 4 shows the result for VIF test for multicollinearity. The assumption of multicollinearity
suggests that a VIF value of less than 4 signifies the absence of multicollinearity among
independent variables. From the table, all variables have VIF value of less than 4. The mean

VIF of 1.26 signifies the absence of multicollinearity among the independent variables.

| 44 Department of Accountancy, Nnamdi Azikiwe University © IROFS, October, 2024



INTERNATIONAL REVIEW OF FINANCIAL STUDIES
Vol 1, Issue 1; October, 2024 / visit: https://journals.unizik.edu.ng/irofs

Table 5: Shapiro-Wilk W test for normal data

Shapiro-Wilk W test for normal data

Variable Obs W Y z Prob>z
MARKETVS 55 0.70604 14.907 5.794 0.00000
HCM 55 0.84035 8.096 4,485 0.00000
SCM 55 0.23982 38.550 7.832 0.00000
CEM 55 0.93559 3.266 2.538 0.00557

Source: STATA 15 Outputs, 2024

The Shapiro-Wilk test for normal data result was presented in table 5. From the table, all
variables have probability value of less than 0.05 which are all significance at 5% and signify
that the data set are not normally distributed. However, the study made use of the robust
standard error to solve the problem of normality of data.

Table 6: OLS regression Result

. regress MARKETVS HCM SCM CEM, vce(robust)

Linear regression Number of obs = 55
F(3, 51) = 12.65
Prob > F = 0.0000
R-squared = 0.3846
Root MSE = 27.218
Robust
MARKETVS Coef. Std. Err. t P>|t] [95% Conf. Interval]
HCM 2.39699  .5312105 4,51 0.000 1.33054 3.463439
SCM -.3408729  .1103449 -3.09 0.003 -.5623996  -.1193462
CEM -223.1591  42.99015 -5.19  0.000 -309.4654 -136.8528
_cons 23.8916  4.295307 5.56  0.000 15.26841 32.51479

Source: STATA 15 Outputs, 2024

The OLS regression on table 6 showed the total number of observation as 55. The Prob> F is
0.0000 which is less than 0.05 shows that the OLS regression model is perfectly fit for our
analysis. The model however showed that the independent variables were able to explain only

38.46% variation in the dependent variable.
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4.2 Test of Hypotheses
4.2.1 Hypothesis One
Ho: Human capital management does not have significant effect on market value of listed

conglomerates in Nigeria.

Decision: since the p-value of 0.000 is lower than the margin of error of 0.05, we therefore
reject the null hypothesis and accept the alternate hypothesis: Human capital management
significantly affects the market value of listed conglomerates in Nigeria. This suggests that
an increase in human capital leads to a significant increase in the market value of
conglomerates. This positive effect may be attributed to increased productivity and revenues
without expanding headcount, ability to pay team members more competitively by boosting
revenue per employee and better identification of skills gaps to target training and recruitment.
Prior studies such as; Jaradat, Al-Hawamleh, Altarawneh, Hikal and Elfedawy (2024), Tiwari,
Vidyarthi, and Kumar (2023), Awwad and Qtaishat (2023), Omaliko, Mordi and Uzodimma
(2023), Muftiasa, Wibow, Hurriyati and Rahayu (2023) are in agreement with the findings of
our study.

4.2.2 Hypothesis Two
Ho: Structural capital management does not have significant effect on market value of lis

ted conglomerates in Nigeria.

Decision: since the p-value of 0.003 is lower than the margin of error of 0.05, we therefore
reject the null hypothesis and accept the alternate hypothesis: structural capital management
significantly affects the market value of listed conglomerates in Nigeria. This suggests that
an increase in structural capital leads to a significant decrease in the market value of
conglomerates. The negative impact of structural capital efficiency on firm value can be
attributed to the non-linearity concealed in the Value-Added Intellectual Coefficient (VAIC)
formula. This non-linearity challenges the traditional understanding of how components
within the VAIC model interact with firm performance and market value. In agreement with
this study were studies of Shairi, Mohammad, and Tuyon (2021), John-Akamelu and lyidiobi
(2018)
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4.2.3 Hypothesis Three
Ho: Capital employed management does not have significant effect on market value of

listed conglomerates in Nigeria.

Decision: since the p-value of 0.000 is lower than the margin of error of 0.05, we therefore
reject the null hypothesis and accept the alternate hypothesis: capital employed management
significantly affects the market value of listed conglomerates in Nigeria. This suggests that
an increase in capital employed leads to a significant decrease in the market value of
conglomerates. This finding is in line with the finding of Duru, Okpe and Nwosu (2018). On
the contrary, Awwad and Qtaishat (2023), Haruna (2022), Van, Vo, Hoang, and Tran (2022),
Gupta, Rathore and Kashiramka (2022), Shairi, Mohammad, and Tuyon (2021) found a

positive effect.

CONCLUSION AND RECOMMENDATIONS

The primary resource for creating wealth today is intellectual capital. This is particularly true
in information-based economies, like the conglomerate industry, where people's and
businesses' value added is closely correlated with their intellectual capital and knowledge.
Investigating the impact of intellectual capital and its constituents—human capital, structural
capital, and capital employed—on the market value of conglomerates listed on the Nigerian
Exchange Group (NGX) was the primary goal of this study. The article was conducted by
using the data from 5 conglomerates’ annual reports. Intellectual capital was measured using
Pulic's VAIC approach, with market value of shares serving as an indicator of market value.
The results indicate that, during the study period, HCM outperforms SCM and CEM as the
most effective factor in the value generation issue. SCM and CEM move in the opposite
direction from HCM, which moves in lockstep with market value. This indicates that during
the study period, the Nigerian conglomerates rely more on intellectual than on physical assets.
Overall, we can say that the market value of Nigerian conglomerates is greatly impacted by

intellectual capital management, albeit in varied ways.
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