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 This paper presents an empirical investigation to study the relationship between intellectual 
capital and investment opportunities on selected firms listed on Tehran Stock Exchange (TSE) 
over the period 2005-2011. In our survey, Tobin Q represents investment opportunity and 
intellectual capital is measured based on different variables such as value added intellectual 
capital and human capital. The study uses regression technique with panel data and random 
effect and the results indicate that there was no meaningful relationship between intellectual 
capital and investment opportunity. In other words, most investment opportunities on TSE do 
not depend on intellectual capital and they mostly depend on traditional methods of investment.        
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1. Introduction 

During the past few years, there have been tremendous efforts on the measurement of intellectual 
capital (IC) within the field of knowledge management (Luthy, 1998; Fama & French, 1998; Griffiths 
et al., 2005). Organizational knowledge is at the crux of sustainable competitive advantage, the 
burgeoning field of IC is an exciting area for many researchers since it is conceptualized from various 
disciplines making the field a mosaic of perspectives. Many financial accountants are interested in 
measuring it on the balance sheet, information technologists normally wish to codify it on systems, 
sociologists plan to balance power with it, psychologists look for development of minds because of it, 
human resource managers are always after calculating an ROI on it, and training and development 
officers plan to make sure that they could build it (Bontis, 1999).   

Sydler et al. (2013) presented a technique to measure IC to find out whether IC supports the 
knowledge-based view of the firm, which describe long-term differences in firm profitability. They 
systematically investigated the landscape of IC valuation techniques used and addressed in the 
literature, and presented one technique by choosing monetary proxies for human, structural and 
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relational capital. They also presented a longitudinal panel data regression based on 69 publicly 
traded pharmaceutical and biotechnology firms over the period 2002- 2009. They reported that IC-
creating expenses indeed could produce IC assets in a subsequent year and that an increase in IC was 
associated with a higher return on assets over time. They also showed that all three factors 
independently could lead to the generation of IC and more importantly, their interaction. In addition, 
they described some implications for knowledge management theory and practice and presented a 
new method to evaluate the IC based on easy accessible data and to verify its effect on firm 
performance. Furthermore, it provided a tool for managers to measure the value of a company’s IC 
directly and judged its effect on firm performance.  

According to Casey (2010), Intellectual capital (IC) is considered a primary concept for sustaining a 
global livestock industry. The major challenge is to develop IC to describe the negative influences of 
the livestock industry, yet continue the advances towards more effective livestock production. 
Investments in IC to keep the livestock industry are not only technical instrument, but also it includes 
external constituencies such as customers and different other associated entities. IC for the livestock 
industry is needed at various levels that range from laborers to university science graduates. 
Jørgensen et al. (2006) considered a new firm in the IT industry, established by a management team 
and partially financed by venture capital. Abdolmohammadi (2005) developed a descriptive 
framework of the components of intellectual capital in annual reports and investigated the impacts of 
disclosure of intellectual capital on market capitalization. The study reported that the frequency of 
disclosure of information about brand and proprietary processes had increased over the study period.  

Arenas and Lavanderos (2008) analyzed the epistemological foundations associated with the concept 
of IC. They explained that various researchers on IC had agreed on the issue that knowledge could 
generate sustainable competitive advantage. They reported that the cognitive sciences could 
contribute guidance in the face of the implications of including IC within the domain of 
representation. Sudarsanam et al. (2006) performed an empirical investigation on real options and the 
impact of intellectual capital on corporate value. Ileanu and Tanasoiu (2008) investigated on factors 
of the earning functions and their influence on the intellectual capital of an organization. Bontis 
(1998) performed an investigation on IC as an exploratory study that develops measures and 
models. Bontis (2001), in other assignment, presented a review on the IC measurement models.  

2. The proposed study  

This paper presents an empirical investigation to study the relationship between intellectual capital 
and investment opportunity on selected firms listed on Tehran Stock Exchange (TSE) over the period 
2005-2011. In our survey, Tobin Q represents investment opportunity and intellectual capital is 
measured based on different variables such as value added intellectual capital and human capital. 
There are six main hypotheses and three sub-hypotheses associated with the proposed study of this 
paper as follows, 

1. Main: hypothesis: There is a meaningful relationship between investment opportunities and 
intellectual capital. 

1.1. There is a relationship between investment opportunities and capital used (CEEi,t). 

1.2. There is a relationship between investment opportunities and human capital efficiency 
(HCEi,t).  

1.3.There is a relationship between investment opportunities and efficiency of capital structure 
(SCEi,t). 

2. The relationship between investment opportunities and intellectual capital in bigger firms is 
stronger than smaller ones.  
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3. The relationship between investment opportunities and intellectual capital in firms with bigger 
leverage is stronger compared with firms with smaller leverage. 

4. The relationship between investment opportunities and intellectual capital in firms with bigger 
profit distribution is stronger compared with firms with smaller profit distribution. 

5. The relationship between investment opportunities and intellectual capital in firms with bigger 
investment costs is stronger compared with firms with smaller investment costs. 

6. The relationship between investment opportunities and intellectual capital in firms with bigger 
profits is stronger compared with firms with smaller profits. 

The proposed study uses the following regression model to examine various hypotheses of the survey. 

IOit = β0 + β1VAICi t + β2 SIZEit + β3 LEVit + β4 DPOit  +β5 INVit +β6 PROFit + εit  (1) 
 

where IOit represents investment opportunities, VAICit denotes value added intellectual capital, SIZEit 
states the size of the firm, LEVit is associated with leverage of the firm, DPOit denotes dividend per 
share, INVit represents investment costs and finally PROFit denotes total net profit of firms. The study 
uses regression technique with panel data and random effect. Next, we present the summary of our 
findings. 
 

3. The results 

In this section, we present details of our findings on testing various hypotheses of the survey. Table 1 
demonstrates the summary of our results. 

Table 1 
The summary of testing various hypotheses 

Variable 
Criteria for firm seperation 

SIZEi,t LEVi,t DPOi,t INVi,t PROFi,t 
Low High Low High Low High Low High Low High 

CEEi,t           
HCEi,t           
SCEi,t           

Coefficient 0.052592 0.154363 0.251658 0.014618 0.59882 0.32074 0.093919 0.052247 0.489569 0.110405 

Stronger                 
 

As we can observe from the results of Table 1, except the second hypothesis, which is associated with 
the size of the firms none of other hypotheses have been accepted. In other words, the relationship 
between investment opportunities and intellectual capital in bigger firms is stronger than smaller 
ones. However, other variables including leverage, profit distribution, etc. are not playing any role for 
investors who wish to use their intellectual capital to find investment opportunities. In addition, the 
study has found some meaningful relationship between investment opportunities and capital used. 

4. Conclusion 

In this paper, we have presented an empirical investigation to find the relationship between 
intellectual capital and investment opportunities on some firms listed on Tehran Stock Exchange over 
the period 2005-2011. The proposed study has examined six hypotheses and the results have 
indicated that only the size of the firms play an important role on relationship between intellectual 
capital and investment opportunities. In other words, our survey has indicated that bigger firms 
provide better opportunities for investors to use their intellectual capital for investment opportunities. 
The results of our survey clearly indicate that most investors on stock market still make their 
investment decisions based on traditional methods and not based on their intellectual capital, which is 
on the contrary to similar results reported on other exchange.  
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