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ELEMENTS OF INTELLECTUAL CAPITAL AND THEIR IMPORTANCE IN THE
PROCESS OF STRATEGIC DECISION MAKING

One of the significant features of the contemporary knowledge society is the importance of predicting
and explaining essential qualitative changes. Accelerating changes in business environment highlight the
need of a new understanding of economic and business development in a long-term strategic perspective
and of looking for ways to increase operational efficiency. In a dynamic and complex market, tangible
assets, which often produce only short-term effects, cease to be the critical source of competitive
advantage against competitors. Its main assumption is that intangible resources are the strategic asset
that plays the central role in creating a long-term competitive advantage for organizations. Instead,
nowadays more emphasis is placed on intellectual competitiveness, which is achieved by the ability to
make strategic decisions on business development that are adequate to the changes in the complex and
dynamic external environment. The strategic dimension of organisation’s intellectual capital highlights the
influence of employees’ competences, abilities and experience on organisational success and its strategic
decisions, which in their turn affect the overall organisational performance and implementation of desired
changes. Theoretical novelty and practical significance of this paper rests on the holistic approach, which
allows looking at the intangible assets of an organisation from a broader and long-term perspective of
organisation’s strategic development, as well as assessing the importance of intellectual capital
components in the process of strategic decision-making. The author in the article presented a systematic
analysis of components and elements of intellectual capital, defined a conceptually justified whole of
intellectual capital components and elements, defined the key stages of strategic decision-making, which
expand the limits of scientific research by introducing dimensions of strategic decision-making process.
The concluding assumption at the theoretical level emphasises that a necessary precondition of the
strategic development of an organisation that ensures creation of added value is the integral
interrelationship of intellectual capital and strategic decision-making. Intellectual capital components and
their main elements, as well as their relationship with strategic decisions allows to understand the
importance of intellectual capital elements in strategic decision-making.

Keywords: intellectual capital, intellectual capital components and elements, strategic decisions,
Strategic decision-making.

Introduction. Today, intellectual capital is one of the main factors influencing the
success of an organization's business development and its competitiveness. The success
of a company depends on the level of its intellectual capacity, which is determined by the
efficient usage of intellectual capital as one of the main resources of modern enterprises
(Miroshnychenko 2013). At the heart of the knowledge society lies personality, individual
competence, skills, thinking, and ability to shape qualitatively new objects. Only the mind
that is able to think positively and independently can be regarded as an innovative mind.
These presumptions were established in P.Senge’s (1990) theory of the learning
organisation and support the contemporary relevance of the topic analysed in this article.
lts importance is also reflected in EU documents stating that the main goal at the EU level
is to create most favourable conditions for fostering innovation at companies. The model
of innovative and intellectual organisation is described as a planned and purposeful activity
of an individual at the intellectual level, which influences the beliefs and the overall
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organisational system. An organisation that seeks to become intellectual organisation
makes purposeful and consistent investments into organisational system, creates
conditions for maximum realisation of its employees’ intellectual potential and creativity
(Sedziuvieng, Vveinhardt, 2012).

Scientific publications emphasise the multifaceted nature of the concept of intellectual
capital (IC) and its multidisciplinarity. The complexity and multifacetedness of IC concept
is influenced by the abundance of IC definitions. IC is being analysed separately as a
concept, as a structure consisting of separate components, and as a management object.
Literature reveals insights of researchers coming from various disciplines (economics,
psychology, sociology, communication, knowledge management, etc.), expressed in
various definitions and their interpretations (Barney, 1991; Bontis, 1998; Seleim, Khalil,
2011; Guthrie et al., 2012; Kianto et al, 2014; Inkinen, 2016).

Bontis (2001), evaluating different perspectives on IC expressions, described them as
rather complex and emphasised that it is not easy to change the historically established
view to value as a financial measure.

Diversity of approaches to IC leads to the assumption that although intellectual capital,
knowledge, strategic management and strategic decision-making are relevant and widely
discussed topics among researchers, as well as regarded as operational priority among
modern and innovative organisations, the research field has not yet reached maturity. The
available research is fragmented, and the importance of IC and strategic decision-making,
IC components and elements in the processes of strategic decision-making have been
scarcely studied at all.

Theoretical novelty and practical significance of this paper rests on the holistic
approach, which allows looking at the intangible assets of an organisation from a broader
and long-term perspective of organisation’s strategic development, as well as assessing
the importance of intellectual capital components in the process of strategic decision-
making.

Scientific conceptualisations of intellectual capital. Development of the conceptual
system of IC started in the late 80s — early 90s of the 20t century. It encompasses three
main stages ( Petty, Guthrie, 2000; Oliveira et al., 2016).

The first stage of IC concept development (1980-1990) was primarily focused on search
for scientific justification, in order to demonstrate the significance of IC, to better
understand the interrelationship between human, structural and relational capital, to show
the importance of appreciating IC and its contribution to creating competitive advantage.
This stage is also marked by the aim to apply theoretical concepts in practice.

The second stage (1990-2003) can be described as the stage of IC measurement and
evaluation, and assessment of its effect on organisation’s financial value. Researchers ask
questions on how to assess the single components of IC, as well as IC as a whole and
how to provide empirical justification to theoretical assumptions that IC is a valuable source
of organisation’s competitive advantage and a significant addition to organisational
performance. In the first and second stages, researchers were concerned with creating IC
terminology base, defining the key differences between IC and intangible assets.
Theoretical and empirical studies of this stage led to the conclusion that intangible assets
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contribute to creation of value at different levels: individual, organisational and societal
(Dumay, Garanina, 2013).

The distinguishing feature of the third stage (since 2004) is the shift of IC research
towards deeper synthetic studies with the aim to examine the outcomes of IC management
and highlight the importance of manager’s role in managing organisation’s IC. Thus, the
third stage is not only concerned with assessment of IC financial value, but also
emphasises that measurement methods of IC are only a tool for a holistic IC management.

When defining the IC concept, researchers most often use several prevalent terms:
intangible capital is defined as organisational assets that can be transformed into
productive resources that create added value to the company ; as intangible resources,
which involve three main dimensions: employees’ competencies, internal and external
organisational structure; as invisible assets, which include a wide range of organisational
activities related to technologies, consumers, brand, image, culture, and management
skills ( Hall, 1992; Sveiby,1997; Itami,1991).

Changes in definitions of IC concept and differing opinions of researchers is influenced,
among other things, by the composite nature of the concept. It consists of two components
— intellect and capital - that are defined and assessed in different ways. Intellect is a
person’s intelligence, comprehension, cognitive abilities, which are reflected in his/her
abilities to analyse and synthesise available knowledge and experience, and to apply them
at work. On the other hand, definition of capital is related to manufacturing, investment,
value and benefit. This duality has contributed to the development of two parallel
approaches among researchers in the field (Barney, 1991; Dumay, 2009; LentjuSenkova,
Lapina, 2016).

When summarising definitions of IC, it is worth mentioning the insight expressed by
Mouritsen (2006) that it is a difficult to characterise organisational IC because it lacks a
substantial definition and an uniform understanding. Therefore, he suggests, instead of
looking for a fundamental formula to understand the role of IC in organisations, to define
IC in a performative and critical way, when it is understood at the company level, looking
at how employees of the company from different levels and organisational structures
mobilise in creating organisation’s IC. Definitions of IC should be focused on the key
questions of what has to be assessed and how, and what has to managed and restructured
in an organisation in order to identify and manage its intangible assets in a way that they
would be substantially related to value.

Taking into account the multidisciplinary and multifaceted array of IC definitions and
interpretations and results of his study, the following definition of organisational IC was
developed. Organisation’s IC is the aggregate of employees’ knowledge and
competences, which expression and application depends on organisational culture, use of
modern information technologies, relationship with internal and external organisational
environment, with the aim to implement organisation’s strategic aims and to build
competitive advantage.

Systematic analysis of intellectual capital components and elements. A traditional
definition of IC structure looks at it as a tri-dimensional phenomenon and distinguishes its
three main components: human capital, structural capital, and relational capital. According
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to Guthrie et al. (2012), human capital is acquired knowledge; structural capital is
knowledge that is retained in information systems and databases; relational capital is
relations with external environment, i.e. knowledge hold by consumers or partners. IC
components is the basis that is used in understanding and measuring the effect of IC on
organisational performance. Mouritsen (2006) notes that IC is constituted of human,
organisational and customer capital, each of which has functional qualities and is a value
generating asset, but is not visible in company’s balance sheet. He breaks the value of IC
into three dimensions: strategic value, user value, and ability to accomplish something.

An often-used model to define IC components is Skandia intellectual capital
measurement model. The model includes four main IC components: human, customer,
process, renewal. Human capital lies in the people who work at the organisation: it is their
knowledge, experience, competencies, intuition, and everything else that contributes to
accomplishing tasks and achieving goals. Customer capital defines the value of
relationships that organisation has with its clients. Good relationships with stakeholders
help organisations increase the value of intangible assets, which contribute to competitive
advantage. Process capital refers to organisational processes and activities, infrastructure,
technologies, which contribute to organisational productivity. Knowledge exchange in the
organisation increase productivity of single employees. The component of renewal capital
reflects organisation’s ability to apply knowledge, to develop innovations, to allocate
investments into strategic development of the organisation (Malhotra, 2000).

According to Sveiby (1997), systematisation of IC is based on the logic of an
organisation as a whole, with the emphasis on internal and external organisational
structures. External structure refers to relationships with customers and suppliers,
company’s reputation, brands and brand names. Internal structure includes patents,
brands, administrative and information systems, organisational culture. Employees’
competencies — their knowledge, abilities and experiences — are used to create these
structures. In this system, each of the components has an important role in creating value
and ensuring competitive advantage of the organisation.

Analysis of research literature confirms the traditional modelling of IC structure based
on three main components: human capital, structural capital, relational/customer capital.

Many of the reviewed studies emphasise multifacetedness of IC definition, meaning that
IC is not a simple sum of its components. They stress that it is important to see how their
interconnectedness helps to achieve the final result, and emphasise the importance of
human capital component, when social and structural capital help transform knowledge,
skills, and experiences into products and services. A major role in measuring human,
structural and customer capital is played by interrelationships and interactions between IC
components. Effective functioning of structural and customer capital is not possible
independently from human capital. Interrelationship between IC components is dynamic
and focused on applicability and specific benefits — development of innovation,
achievement of strategic goals, strategic development and competitive advantage. IC
components are interrelated and complement each other. A singe component of IC is not
able to create or change value on its own, or its created value will be lower to compare to
the value created by the whole of interrelated components (Bontis, 1998; Rastogi, 2002,
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2003; Lentjusenkova, Lapina, 2016). Greco, Grimaldi (2014) support this view, confirmed
by empirical data, but also argue that some IC components may have a greater influence
in the process of value creation depending on the type of organisation (e.g. in the
companies operating in research and development, employees competencies and
intellectual property may have more influence, while consultancy firm would gain more
benefit from external relationships).

To summarise the review, it must be noted that in the research literature IC components
are identified and classified into separate components — most often human, structural and
relational capital, but their assessment in an organisation has to based on a holistic
systematic approach.

In research literature, definitions of human capital (HC) mostly refer to interactions
between individuals and groups that work at an organisation, or intangible value embodied
in a team. Significance of HR in organisations is related to its effect on strategic decisions
and their implementation. Definitions of IC emphasise the aspects of dynamism and
integration, which mean that employees do not constitute human capital as such, but
instead become human capital only when they exchange their knowledge and experience,
which are recorded in strategic documents and add to creating intangible and tangible
assets, which ensure successful organisational performance. That means that employees
generate IC, which stems from their competencies, approaches and intellectual capabilities
(Cerne, Etinger, 2016). These researchers also emphasise the importance of analysing
HC as a process, when the measurement of the value created by HC for an organisation
uses managerial tools and views IC as a whole of certain processes. Those processes
depend on knowledge acquisition and creation of new knowledge, which take place
because of learning-based development of competencies, application of knowledge for
innovation development, and building competitive advantage of the organisation (Fitz-Enz,
2000). HC is regarded as a set of knowledge and skills, which form the core of
organisational competence (Barney, 1991). Ku€inskiené and Broniukaitis (2017) define HC
as employees’ competencies, abilities and experiences that are acquired and further
developed in the process of learning and can have a big influence on strategic
organisational decisions.

Most of the researchers who analyse structural capital (SC) note that SC refers to
internal organisational structure, whose role is to support organisation and includes
patents, intellectual property, databases, administrative systems, and R&D (Sveiby,1997).
Various researchers emphasise the subsidiary role of structural capital in relation to human
capital. Structural capital is always related to employees when they need support to
accomplish tasks; itincludes such traditional structures as technical equipment, processes,
information systems, databases (Soheyli, Moeinaddin, Nayebzadeh, 2014). Definitions of
structural capital most often refer to organisational structures and techniques, although it
must be noted that it is also often related to the cultural aspect. Bontis (1998) notes that
organisations with strong SC have strong internal supporting cultures, which permit
individuals the freedom to make mistakes, learn and try again. He argues that it is needed
for the learning process, which is related to experimenting, investigation, development and
innovation. The role of the structural capital in relation to other components of intellectual
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capital is to maintain relationships and protect company’s resources, including intellectual
property, technologies, communication systems, information and knowledge resources.

Analysis of research publications leads to a conclusion that theoretical and empirical
studies mostly focus on such elements of structural capital as documents, patents,
processes, information systems, databases, technologies, culture, strategy, and rules.
Systematic approach to SC elements allows to distinguish three main groups of SC
elements: information systems and databases; documents; and culture. In this article,
organisational culture as an element of IC is categorised under the components of human
and structural capital, since it influences communication and collaboration, learning,
knowledge exchange and sharing experiences.

Relational capital (RC) is most often described as company’s relations with its
customers, suppliers, and organisation’s image. This component of intellectual capital
encompasses all relations and communication with external environment, which enable
achieving a stable position in the market and building company’s reputation. Researchers
define RC in different ways, referring to customer capital, client capital, market capital,
relational capital. Bontis (1998) notes that RC is an intangible asset that encompasses
knowledge embedded in customers, suppliers and other organisations about marketing
channels and relations with customers, which is one of the main characteristics that can
increase company’s value and has major importance for organisation’s strategy. G.Roos
et al (2005) uses the term of customer capital and defines it as a network of company’s
consumers and clients, built through the history of company’s relationships with and
continuously updated information about its customers and clients. In the article, he
presents a revised definition of relational capital — it is partnership and collaboration based
on trust and reputation that allows achieving a stable position in the market. Such attitude
reflects the relational axis of IC that confirms the importance of the function of
communication and collaboration with clients and partners based on trust and long-term
relationships.

Following the systematic analysis of RC elements, they are categorised here into four
groups: clients, business partners, suppliers, image and reputation.

The presented systematic analysis of intellectual capital components and elements
allows to define the whole of IC components and elements, which will form the theoretical
background for assessing their importance in strategic decision making.

Systematic analysis of IC components and elements should also reveal and highlight
their interrelationships. According to Bontis (1998), IC is more than the ‘pure’ intellect and
encompasses intellectual acts — the sequence of actions leading from knowledge
acquisition to knowledge application. This view highlights the fact that relations (social
capital) and processes (structural capital) are necessary for transformation of knowledge
into a product or a service. It also highlights the interconnections that lead from acquired
knowledge, often defined as human capital, to knowledge application, and result in the
multifaceted understanding of intellectual capital. Stewart (1997) defines the
interconnectedness of IC components that are needed for successful performance as
certain actions: to strengthen human capital by developing learning-based employees’
competencies; to continuously increase structural capital by structuring, systemising and
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organising knowledge in order to encourage knowledge exchange; to strengthen
relationships with suppliers, partners and clients by investing into brand and customer
loyalty programmes; to compete by developing innovations. Papula and Volna (2011) note
that a competitive company has to maximise efficiency of all available resources (human,
infrastructure, information) by improving their applicability not only internally, but also
externally, and the way to do this is to embrace and emphasise the importance and
significance of relational capital.

Process of strategic decision-making: approaches and models. In the context of
dynamic environment, the process of decision-making plays a crucial role. An organisation
that wants to be able to respond to changes in a timely manner has to make appropriate
strategic decisions (Raudeliniené, 2017). The character and effectiveness of
organisation’s responses to changes depends, besides other factors, on the composition
of its top level management, since their role in a company is central and closely related to
strategic decisions, which in turn affect company’s performance. The quality of strategic
decisions depends on efficient methods of information selection and assessment, as well
as data processing models. Functions, structure and management style of contemporary
organisations are substantially different from organisations that existed one or two decades
ago. Nowadays, organisations place more value on intellectual resources as a basis for
better customer care, improvement of operations, and better decision-making. Baroniené
and Bakanauskiené (2014) note that there is no uniform opinion about the content and the
number of elements of the decision-making process. In literature, its constituents are
referred to in different ways: as steps, stages, actions, elements, or functions. Variety of
approaches to decision-making stages might be also explained by the fact that the process
is aggravated by many factors that have to be defined and assessed, and there are many
elements in the external environment, which again lack a uniform definition (Skyrius, 2013).
Skyrius (2013) notes that the process is aggravated first of all by the goal of decision-
making, which can be multifaceted, hard to define and to relate to concrete assessment
criteria. Also the procedural part of decision-making, although well defined in theoretical
terms, in practice can be difficult to structure, particularly if the decision is complex or new,
or the situation has significant limitations.

Strategic decisions can be characterised by the following key features: they deal with
the issues in all areas of organisation’s activities, also with the questions about its limits;
they consider the adequacy of organisational capabilities in light of the changing
environment; they aim at assessing how organisation’s activities correspond to its available
resources and have a large influence on resources, their replenishment and distribution;
they focus on long-term planning; they are complex in nature, non-standard and involve a
large number of variables and risks (David, 2009).

Analysis of strategic decision-making process reveals that most of the cases include
similar, frequently observed stages of decision-making. Taking into account conceptual
approaches on strategic decision-making and their characteristics, the following stages of
strategic decision-making are distinguished: situation analysis, goal setting, identification
of alternatives, making the decision, implementation of decision, and control.
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Modelling of the relationship between the elements of intellectual capital and strategic
decision-making supports the fundamental assertion that IC and its elements form the
basis to understand and examine the influence of intellectual capital on organisational
performance ( Oliveira et al., 2016), as well as expands the limits of scientific research by
introducing dimensions of strategic decision-making process. Interrelationship between IC
and strategic decision-making allows to assess the importance of IC elements in the
strategic decision-making, which contributes to organisation’s competitiveness and the
creation of added value.

Conclusions. The article presented a systematic analysis of components and elements
of intellectual capital, defined a conceptually justified whole of intellectual capital
components and elements, defined the key stages of strategic decision-making, which
expand the limits of scientific research by introducing dimensions of strategic decision-
making process. Dimension of intellectual capital refers to organisation’s intangible assets
and is broken down into components of human, structural and relational capital. To
understand value creation in organisation, these components have to be assessed both
separately and as a whole. Dimension of strategic decision-making encompasses strategic
decisions and stages of their consistent implementation with the aim to make decisions
based on competencies and knowledge. The concluding assumption at the theoretical
level emphasises that a necessary precondition of the strategic development of an
organisation that ensures creation of added value is the integral interrelationship of
intellectual capital and strategic decision-making. Intellectual capital components and their
main elements, as well as their relationship with strategic decisions allows to understand
the importance of intellectual capital elements in strategic decision-making.
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Pomyanbgac bpoHenkauTuc, JOKTOpaHT
BunbHioCCKU yHUBEPCUTET
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9NEMEHTbI UHTENNEKTYAJIbHOIO KAMUTAIA U UX BAKHOCTb B MPOLIECCE
NPUHATUA CTPATErMYECKUX PELLEHUN

O0HolI U3 3HayuMbix 0CObeHHOCMell COBPEMEHHO20 obujecmea 3HaHUll S8MSIEMCA B8aXHOCMb
NPO2HO3UPOBaHUS U 0OBACHEHUS CyUWeCMBEHHbIX KAY€CMBEHHbIX USMEHEHUL. YCKOpeHue UsMeHeHul 8
busHec-cpede nodyepkusaem Heobxo0uMOCmb HO8020 NOHUMaHUS pa3gumusi SKOHOMUKU U bu3Heca 8
doneocpoyHoli  hepchekmuge U noucka hymel nosbleHuss aghgpekmuseHocmu desmernbHoCMU
opaaHu3ayull. lMod4yepkugaemces, Ymo UHMenneKmyanbHbIl kanuman A615emcs 0OHUM U3 OCHOBHbIX U
Haubonee pewarowux ¢hakmopos, HOPMUPYIOUUX KOHKYPEHMHbIE Nnpeumywecmea opaaHu3ayuu.
Cmpameauyeckull achekm UHmMesnnekmyanbHo20 Kanumana nodyepkusaem enusiHue KomnemeHyud,
cnocobHocmell U onbima compyOHUKO8 Ha yChex opeaHu3ayuu u Ha ee cmpameauyeckue peweHus,
Komopble, 8 C80K 04epedb, obycnosnusaom 06wy AhHekmMuUsHOCMb U peanusayur xenaembix
U3MEHEHUU 8 opeaHu3ayuu.

Knrouesnle cnoea: uimennekmyanbHbil Kanumarn, sneMmeHmbl UHMesnekmyanbHo20 kanumarna,
cmpameauyecKue peweHust, NPUHIMuUe cmpameauyeckux peLeHudl.

Pomyanbpac bpoHeiikaiTic, JOKTOpaHT
BinbHIOCLKMI yHIBEPCUTET

ENEMEHTW IHTENEKTYANBHOMO KAMITANY TA iX 3HAYEHHSA B NPOLIECI NPUMHATTA
CTPATErYHUX PILLEHb

OO0Hi€to 3 8aXIUBUX PUC Cy4acHO20 CyChifibemea 3HaHb € 8axiiusicmb hepedbayeHHs ma NOSICHEHHS
[cmomHux SKICHUX 3MiH. [TpuckopeHHsi 3miH y bi3Hec-cepedosulyi niOKpecne HeobxidHicmb H08020
PO3YMIHHSI EKOHOMIYHO20 ma 0i08020 PO3BUMKY 8 00820CMPOKOGIL Nepcnekmusi ma NOWYKy Wrsxie
nideuuieHHs ecoekmueHocmi OisribHocmi opaaHidauji. [MidKkpecembCs, Wo iHmenekmyanbHul kanimarn
€ 00HUM i3 OCHOBHUX I HalibinbLWw 8axugux ghakmopig, Wo enusaromb Ha hOPMy8aHHS KOHKYPEHMHUX
nepegaz opeaHisauii. CmpameaiyHuli 8UMIp iHMenekmyanbHo20 Kanimasny niOKpecne ennue
KkomnemeHuit, 30ibHocmeli ma doceidy npauieHUKie Ha ycnix opeaHisauii ma ii cmpameaidHi pilieHHs,
Wo, y C80I0 Yepay, ennueac Ha 3a2asbHy epekmugHicmb disiibHocmi ma 30ilCHEHHs baxaHUuX 3MiH 8
opeaHizauyji.

Knoyoei cnoea: iHmenekmyarnsHUli  Kanimarsn, efnemMeHmu iHmenekmyanbHo20 Kanimary,
cmpamezidHi piLueHHS, NPUUHAMMS cmpameziqHUX PilleHb.
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