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ANALYSIS OF INTELLECTUAL CAPITAL PRACTICES IN SERBIA

The research empirically evaluates the effects of intellectual capital (IC) and its key compo-
nents (human and structural capital) on financial performance. In order to investigate the present
situation regarding IC in Serbia, we observed 100 Serbian companies that achieved the highest net
profits in 2010. The data were gathered from the official financial statements, covering a 4-year
period. Based on this data, the level of IC, measured by the value added intellectual coefficient, was
monitored, as well as the changes in the size of IC over time. The paper also examines the correla-
tion between IC and corporate performance. It is hoped that the research will aid recognition of the
importance of investing in IC as a crucial element of competitive advantage in business.
Keywords: intellectual capital, intangible assets, corporate performance, value added intellectual
coefficient (VAIC).
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AHAJII3 3ACTOCYBAHHA IHTEJIEKTYAJIBHOI'O
KAITITAJTY B CEPBII

Y cmammi emnipuuno ouineno enaug inmeaexmyaavnozo kanimaay (IK) ma iioco
KAIO406UX KOMNOHeHmie (At00cokuil i cmpykmyprull Kanimaa) Ha @iHaHCO8I NOKA3HUKU
nionpuemcme. 3 memoro euevenns nomounoi cumyauii wooo IK ¢ Cepoii nposederno anaaiz 100
cepOcokux Komnaniil, axi ompumaau natieuwuti npudymoxk ¢ 2010 poui. Jlani 6yao 3i6pano 3
oghiuitinoi ¢hinancosoi 3eimmocmi, wo oxonaroe 4-piunuii nepiod. Ha nidcmaei uux danux
nepesgipeno pieenv IK, eumipanuil ax rxoegiyicnm ododanoi eapmocmi inmeaexkmy, a maxoic
Ounamixa 3minu 6 posmipax IK. Pozeasdaemoca kopeasuia minc IK i xopnopamuenoro
egpexmuenicmio. Jlocaioxncenns niokpecaroe eéaxncausicmo ineecmuyiii 6 IK ax naieancaueiwuii
eeMeHm KOHKYPeHmHOT nepesasu 6 OizHecli.
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AHAJIN3 ITPUMEHEHUA UHTEJVIEKTYAJIBHOI'O
KAIIUTAJIA B CEPBN

B cmampve s3mnupuuecku oueneno eausnue unmeatexmyaavnozo kanumaia (UK) u ezo
KAI04eBblX KOMNOHEeHmMO8 (4enoeeuecKull u CMpPYKmYpHbull Kanumasi) HA QuHancosbvle
nokazameau npeonpusmuii. C ueavro uzyuenus mexyweni cumyauuu omuocumeavno UK 6
Cepouu nposeoen anaaus 100 cepbckux Komnanuii, Komopovie NOAYHUAU HAUBHICULYIO NPUODLIL 6
2010 200y. Jlannvie 6vtau cobpansvt u3 ouuuaivHoli Qunarncosoii omuwemnocmu 3a 4-iremuuii
nepuod. Ha ocnosanuu 3mux dannvix npoeepen yposenv MUK, uzmepennstii kax xo3gpuuyuenm
000asaeHHOil cmoumocmu uUHmMealeKma, a maxyce ounamuxa usmenenus 6 pasmepax UK.
Paccmampusaemca koppeasiyusi mencoy HK u kKopnopamuenoii 3¢hghexmuenocmoio.
Hccaedosanue nooueprxusaem eaxcnocmv uneecmuuuii 6 UK kax eaxcheiiwuii >aemenm
KOHKYPeHMmHO020 npeumyuiecmea 6 ousnece.

Karoueesvte caosa: unmennekmyanvholii Kanuman, HeMamepuaibHole aKmuenbl, KOpRopamueHas
ahexmusrnocmn, Koaghpuyuenm 0obasaeHHOU cCMoUMocmu.
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Introduction. Unlike tangible resources, represented by physical objects whose
value can be measured with a reasonable level of certainty, intangible resources tend
to be invisible, and relate to employee knowledge and skills, relationships with cus-
tomers and other stakeholders, and components referring to organizational culture,
intellectual property and brand equity. Various types of intangible resources make up
the substance of intellectual capital (IC). One of the most frequently used synonyms
for IC is "intangible assets". The main aspect of IC can be viewed as the application
of knowledge, which leads to new knowledge, new organizational forms, and innova-
tions in general.

The most developed market economies base their competitiveness on knowl-
edge, business innovations, strategies, and the sophistication of their business
model, and far less on natural resources and cheap labor. It is estimated that
investments in intellectual assets among 5 Organization for Economic
Cooperation and Development (OECD) countries (USA, UK, Japan, the
Netherlands, Finland) each make up between 7.5% and 11.7% of GDP (OECD,
2011). This is particularly important for Serbian economy, where corporate per-
formance depends less on knowledge and skills of employees and more on physi-
cal assets (Janosevic and Dzenopoljac, 2012). In the case of Serbia, the transition-
al output curve is a reverse triple J-shaped curve that never reaches its pretransi-
tional level. At the end of 2011, Serbia's transitional output gap was around 30%
(Duricin and Vuksanovic, 2012).

The main aspects of IC in Serbia are described, including the trend of investment
in IC over the period of 4 years and the difference in IC exploitation among major
industries. We also examine the difference in corporate performance indicators
between 3 groups of companies equally categorized according to the values obtained
for the value added intellectual coefficient (VAIC). And we attempt to determine the
correlation between corporate performance and efficient use of IC in Serbian com-
panies.

Literature review. Because this paper deals with wider aspects of managing IC,
with the focus on the situation in Serbia, this section briefly outlines the main contri-
butions in the literature to several crucial aspects of dealing with IC: definitions of 1C,
the classification of IC components, and measurement methods. One of the first def-
initions is that IC represents a company's invisible assets that consist of technology,
customer loyalty, company image, corporate culture, and management skills (Itami,
1991). Another definition views IC as the assets without physical embodiment but
with high importance for business success (Edvinsson and Malone, 1997). Stewart
(1998) regarded IC as the "collective brainpower" of an organization. Sullivan (2000)
defined IC as knowledge that can be transformed into profit. According to Hsu and
Fang (2009, p. 665), IC is "the total capabilities, knowledge, culture, strategy,
process, intellectual property, and relational networks of a company that create value
or competitive advantages and help a company achieve its goals."

There have been numerous attempts to formulate a suitable system of 1C classi-
fication. Sveiby (1997) divided IC into employee competencies and internal and
external structures. Edvinsson (1997) used categories where IC is the sum of human,
organizational, and customer capital. In one of the most often cited I1C categoriza-
tions in this field, IC consists of human (employee knowledge and skills), structural
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(corporate culture, trademarks, patents, software, copyrights, databases, manage-
ment processes), and relational capital (relations with external stakeholders, such as
investors, creditors, customers, suppliers) components (Sveiby, 1997; Bontis, 2002).

Financial statements and business ratios based on these statements do not sup-
ply sufficient relevant and timely information for adequate understanding of the
impact of IC on future value creation. Accordingly, the measurement and valuation
of IC and its disclosure within financial statements have become increasingly impor-
tant in improving our understanding of how IC contributes to the value-creation
process (Janosevic and Dzenopoljac, 2011). Tools for measuring IC have evolved over
the past two decades, yet a perfect measure of IC remains elusive, mostly because of
its nonphysical nature and behavior. However, some significant progress has been
made. For instance, Roos et al. (2005) have classified all IC measurement methods
into 4 broad categories: direct methods, market capitalization methods, return-on-
assets (ROA) methods, and scorecard models. The most important direct methods
include technology broker (Brooking, 1997), citation-weighted patents (Bontis,
1998), and value explorer™ (Andriessen and Tiessen, 2000). Of the market capital-
ization methods, those that stand out are Tobin's q (Stewart, 1998), and market-to-
book value (Stewart, 1997). ROA methods include economic value added™ (Stewart,
1997), calculated intangible value (Stewart, 1998), and value added intellectual coef-
ficient (Pulic, 1998). The most important scorecard models are Skandia navigator
(Edvinsson and Malone, 1997), value chain scoreboard™ (Lev, 2003), intangible
asset monitor (Sveiby, 1997), and balanced scorecard (Kaplan and Norton, 1996).

Variables used and their definitions. The model proposed by Pulic (1998, 2004)
relies on achieved value added (VA) from business as an indicator of efficient
exploitation of IC. The basic premise of the model is to measure the contribution of
a company's total resources (human, structural, physical, and financial) to the cre-
ation of VA, which can be calculated as:

VA = OUT - IN. (1)

Here, outputs (OUT) are the company's total sales or sales income. Inputs (IN)
comprise all management costs, excluding those related to human resources, which
in this model are treated as investment.

IC is made up of human capital (HC) and structural capital (SC). Thus, IC effi-
ciency consists of human capital efficiency (HCE) and structural capital efficiency
(SCE). When calculating HCE, we must start from salaries and wages (of all forms),
which, as mentioned previously, are not regarded here as inputs. The formula for
HCE calculation is therefore constructed as the contribution of human resources to
VA creation:

HCE = VA/HC. 2)

HC comprises the total employee salaries and wages in one fiscal year. The next
IC component, SC, represents everything that remains in a company when employ-
ees go home at the end of a working day. SC includes hardware, software, organiza-
tional structure, patents, and trademarks (Bontis, 2001). SCE can now be calculated
as:

SCE = SC/VA. 3)

This rationale for SCE calculation can be explained by the fact that SC is the
second component of IC and is obtained by subtracting HC from VA. Therefore, SCE
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is the measure inversely proportionate to HCE (VA = HCE + SCE = VA/HC +
SC/VA).

Finally, the value for capital employed efficiency (CEE) is obtained through
dividing VA by the net book value of assets. In the following equation capital
employed (CE) represents the capital invested in the company:

CEE = VA/CE. 4)

Despite its critics, VAIC methodology is gaining increasing acceptance among
researchers as a good indicator of a company's efficient use of IC. Moreover, the
VAIC method was used by the former UK government departments for Business,
Enterprise, and Regulatory Reform and for Innovation, Universities, and Skills as a
measure of companies' IC, thus contributing greatly to the model's validity (Zeghal
and Maaloul, 2010). Criticisms were chiefly put forward by Andriessen (2004), who
warns that the model's basic assumptions may lead to dissatisfying results, since VAIC
is calculated using financial statements of companies, which implies that the coeffi-
cient is a measure of value created in the past and not that of value-creation poten-
tial. Another criticism (Chiu et al., 2011) entails the inability of the model to incor-
porate the synergy realized through interactions between different components of IC.
In practice, elements of IC interact, and therefore it is not possible to calculate accu-
rately the contribution of each component to the creation of VA. In addition, the
model fails to offer adequate analysis of VA creation for those companies that have
negative equity in terms of operating profit.

The research model employed involves several variables. The first group of vari-
ables relate to the calculation of VAIC, defined above. These are HCE, SCE, CEE,
and VAIC. The second group of variables consists of the measures of corporate per-
formance. The measures selected for the purpose of the present paper are 1A/TA,
ROA, ROE, NP, and EP:

- TA/TA is the ratio of book value of investments in intangible assets (IA) to
the value of company's total assets (TA);

- ROA is return on assets, the ratio of pre-tax income to company's total
assets;

- ROE is return on equity, calculated by dividing net profit by book value of
average stockholders' equity;

- NP represents company's net profit;

- EP is employee productivity, calculated as the ratio of pre-tax income to
total number of employees.

Hypotheses development. The research had 3 broad objectives. The first was to
determine the trend of investing in IC over the 4-year period. The second aim was to
determine whether certain industries in Serbian economy differ in terms of IC and
corporate performance. This aspect is important to distinguish between industries
that are more IC-intensive and those that are less IC-intensive. The final research
objective was to investigate the relationship between IC and the corporate perform-
ance of Serbian companies. To accomplish this, the study focused on 2 related chal-
lenges. The first was to determine variations in corporate performance between 3
groups of companies, classified by VAIC value. The second challenge was to establish
whether there is a positive correlation between IC and corporate performance. We
therefore formulated the following hypotheses:
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HI1. IC performance of Serbian companies increases significantly in the analyzed
period. Serbian economy is going through a painful transition. The need for invest-
ment in IC is evident. We therefore attempt to determine the trend in IC (quantified
through VAIC) over the period from 2007 to 2010 among the top 100 companies with
the highest net profit at the end of 2010.

H2. IC performance between major industries does not differ significantly in the
analyzed period. A number of studies (Firer and Williams, 2003; Goh, 2005; Seleim
et al., 2007; Ting and Lean, 2009) found that industries such as IT, pharmaceuticals,
banking, and insurance are more IC-intensive than traditional manufacturing and
trade. Since IC-intensive industries in Serbia are at an early stage of development, we
therefore make the initial claim that there is no significant difference in IC and cor-
porate performance among these and other analyzed industries.

H3. Corporate performance (IA/TA, ROA, ROE, NP, and EP) varies significantly
between the 3 groups of companies categorized by VAIC values. After classifying the
companies by their IC performance, measured by VAIC value, we aim to gain insight
into the differences in corporate performance between these 3 groups. This issue is
particularly important for Serbian companies in terms of orientation of management
toward greater IC investment.

HA4. There is a positive correlation between IC and corporate performance (IA/TA,
ROA, ROE, NP, and EP). Once a link between corporate performance and IC was
determined in 3 categories of IC performers, we investigated the level of correlation
between corporate performance and IC. If H3 is proven, a positive correlation is
likely to be observed. In other words, if there is a significant difference between 3
groups of companies classified by the values obtained for VAIC, this correlation will
be seen.

Survey structure. The research sample consists of 100 companies from Serbian
industrial sector that achieved the highest net profit levels at the end of fiscal year
2010 according to the data in Report on the Functioning of the Economy in Republic
of Serbia in 2010, published by the Agency for Business Registers (2011). The data on
VAIC rankings indicate that 45 companies were better positioned in terms of this cri-
terion compared to the net profit rankings. In other words, 45 companies used their
capital (intellectual and physical) more efficiently than it would have been expected
simply by looking at the levels of net profit. The potential for value creation in these
companies is undervalued when analyzing them solely by net profit (Janosevic and
Dzenopoljac, 2011).

The sample comprises companies of varying legal form and size. Companies with
limited liability (Ltd.) and corporations make up 94% of the sample. Some 92% of the
companies are large, 5% are medium-sized, and only 3% are small enterprises. These
100 companies together realized 38% of the total net profit in Serbian economy.
Across the whole economy, the 100 most profitable companies made up only 0.1% of
all firms in Serbia. The majority of the companies in the sample were in manufactur-
ing (46%), wholesale and retail (21%), traffic and warehousing (6%), and construc-
tion (6%).

Empirical findings and discussion.

HI1. IC performance of Serbian companies increases significantly in the analyzed
period. Based on the collected data using the model proposed by Ante Pulic (1998,
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2004) we calculated the VAIC value for 72 of 100 observed companies for each year
from 2007 to 2010. Since VAIC is calculated by taking into account certain positions
in the income statement and balance sheet, we were not able to calculate VAIC for all
100 companies in those 4 years. Some of the companies had no costs related to
human resources, which made it impossible to obtain suitable values for VAIC.

Friedman test (x*(3, n = 72) = 12.321, p = 0.006 < 0.05) showed significant dif-
ferences in the observed values of VAIC in the 4-year period (2007-2010). In partic-
ular, Wilcoxon tests showed that the values of VAIC differ significantly in 2007 and
2009 (p = 0.008 < 0.05), 2007 and 2010 (p = 0.010 < 0.05), and in 2009 and 2010 (p
= 0.015 < 0.05). This confirms one of the basic assumptions of IC management phi-
losophy that tangible effects of investing in intangibles are achieved after a certain
period of time.

These results confirm our hypothesis that IC performance of Serbian companies
increases significantly during 2007-2010. Figure 1 depicts the positive trend observed
in IC, quantified by VAIC, over this period. However, we must stress that IC consists
not only of intangibles but also of CEE. Therefore, we can conclude that efficiency of
exploiting tangible and intangible assets rose significantly in this 4-year period.

2867 2888 2069 2010

Figure 1. Median values of VAIC in the analyzed period

H2. IC performance between major industries does not differ significantly in the
analyzed period. Several studies (Van der Zahn, et al., 2004; Kujansivu and Lonnqvist,
2007) have examined whether industries differ by IC. These provided us with the
motivation to investigate this issue in Serbian economy. Industry classification was
taken from the Serbian Business Registers Agency. This classification comprises 21
industries in total, but only companies from 12 industries are among the top 100 com-
panies in Serbia. However, because out of these 12 industries only 4 (traffic and ware-
housing, manufacturing, wholesale and retail, and construction) contain more than
5 firms, the analysis involved only these 4 main industries.

The trend observed in the results of analysis was the same across this period. For
simplicity, we present the results for 2010 only. Kruskal-Wallis test (x*(2) = 0.346, p
= 0.841 > 0.05) shows no significant difference in the observed values of VAIC in the
analyzed industries.
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These results confirm our hypotheses that IC performance between the major
industries does not differ significantly in the analyzed period (Figure 2). The main
reason is that investment in IC remains a neglected aspect of the business model in
Serbia.
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Figure 2. Median values of VAIC for the analyzed industries, 2010

H3. Corporate performance (IA/TA, ROA, ROE, NP, and EP) varies signifi-
cantly between the 3 groups of companies categorized by VAIC values.

We classified the sample into 3 separate equal groups according to VAIC values,
and labeled each group high, intermediate, and low IC performers. The first third are
companies with the highest values of VAIC. Intermediate performers are those with
intermediate VAIC values, and low performers are made up of companies with the
smallest values of VAIC. A test of significance between the values for corporate per-
formance was undertaken in order to determine the differences in 2010 between these
3 groups. The results are presented in Figures 3-8.
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Figure 3. Values of VAIC for high, intermediate, and low IC performers

According to the undertaken statistical analyses (Kruskal-Wallis test, Mann-
Whitney U test), hypothesis H3 is confirmed for:
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1. ROE (x*(2) = 9.593, p = 0.008 < 0.05). A particularly significant difference
is observed between the high and low performers in terms of IC. Companies in the
former group (high performers) have greater ROE.

2. NP (3*(2) =7.577, p = 0.023 < 0.05). There is a particularly statistically sig-
nificant difference between high and low performers, and between intermediate and
low performers. Companies in the first two groups (high and intermediate perform-
ers) tend to have higher net profits as compared to low IC performers.

3. EP (x*(2) =20.611, p = 0.000 < 0.05). Employee productivity differs signif-
icantly between the analyzed groups, and it increases with increasing VAIC. In par-
ticular, a significant difference is observed between high and intermediate performers,
and between high and low performers.
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Figure 4. Median values of ROE for high, intermediate, and low IC performers
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Figure 5. Median values of NP for high, intermediate, and low performers

From the statistical analyses (Kruskal-Wallis tests), hypothesis H3 is not con-
firmed for:

1. IA/TA (}*(2) = 0.191, p = 0.909 > 0.05).

2. ROA (x*(2) = 1.492, p = 0.474 > 0.05).
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Figure 6. Median values of EP for high, intermediate, and low IC performers
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Figure 7. Median values of IA/TA for high, intermediate, and low IC performers

HA4. There is a positive correlation between VAIC and corporate performance
(IA/TA, ROA, ROE, NP, and EP). The correlation between components of VAIC and
corporate performance have been tested, along with potential regression models, in
several studies (Phusavat et al., 2011; Chen et al., 2005; Firer and Williams, 2003;
Goh, 2005; Zeghal and Maaloul, 2010; Ting and Lean, 2009; Bramhandkar et al.,
2007; Pulic, 2002; Kujansivu and Lonngvist, 2004; Shiu, 2006; Seleim et al., 2007).
We therefore undertook similar research on 100 companies in Serbia with the highest
net profit in 2010, in order to determine this correlation and suitable regression mod-
els. Beside the fact that our hypothesis is supported by theory, one more reason for
testing it further is that hypothesis H3 has been proven in the majority of cases. For
the purpose of statistical analysis, we used the data drawn from the companies' 2010
financial statements. The hypothesis is fully confirmed for ROE, and partially for
ROA and EP.
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Figure 8. Median values of ROA for high, intermediate, and low IC performers
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Linear Regression with 95,00% Mean Prediction Interval and 95,00% Individual Predicition Interval
ROE_2010=0.21 + 0.01*VAIC_2010

R*=0.11
Figure 9. Regression model for ROA

ROE: There is a positive correlation with VAIC (Spearman'’s rtho = 0.396, p =
0.000 < 0.05). In addition, the correlation was confirmed for the years 2009, 2008,
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and 2007, and the correlation coefficient varied from 0.366 to 0.424. Based on the
observed data, we can construct the following regression model:
(1) ROE_2010=0.215+0.013 x VAIC_2010

The model explains 11% of the variance of ROE in 2010, which is a moderate
result (Figure 9).

Moreover, a positive correlation between ROE and all 3 VAIC components was
confirmed: CEE (Spearman's rho = 0.529, p = 0.000 < 0.05), HCE (Spearman's rho
=0.278, p=0.007 < 0.05), and SCE (Spearman's rho = 0.216, p = 0.036 < 0.05).

On the basis of the data from the chosen sample, we can define the following
regression model:

(2) ROE_2010=0.225 + 0.134 x CEE_2010 + 0.008

x HCE_2010 - 0.100 x SCE_2010

Model 2 explains 62.8% of the variance in the values for ROE in 2010. This
model is a better fit than model 1. Another conclusion is that different components of
VAIC have different impacts on ROE. The greatest influence is exerted by physical
capital, CEE. In addition, correlation among components varied over the observed 4
years, and in some years no correlation is seen.

ROA: In 2010, a positive correlation is observed only for CEE (Spearman's rho
=0.438, p=10.000 < 0.05).

ROA 2010
\

cop = % T

mi
2o
-

CEE 2010

Linear Regression with 95.00% Mean Prediction Interval and 95.00% Individual Prediction Interval
ROA 2010 = 0.09 + 0.06*CEE_2010 R* = 0.08
Figure 10. Regression model for ROA

In the case of ROA in 2010, an acceptable regression model is as follows (Figure
10):
(3) ROA_2010 =0.094 + 0.057 x CEE_2010
Unfortunately, however, this model succeeds in explaining only 8.1% of
ROA 2010 variance.
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EP: There is a positive correlation with IC (Spearman's rho = 0.486, p = 0.000
< 0.05), but we were not able to confirm any linear regression. The positive correla-
tion was confirmed for all 4 years, and the correlation coefficient ranged from 0.399
to 0.586 (Figure 11).
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Figure 11. Scatter plot for EP

In 2010, there was a positive correlation between EP and two components of
VAIC-HCE (Spearman's rho = 0.498, p = 0.000 < 0.05), and SCE (Spearman's rho
= 0.595, p = 0.036 < 0.05) while there was no positive correlation with CEE
(Spearman's rho = 0.012, p = 0.909 > 0.05). Over the analyzed 4 years, HCE and
SCE correlated positively with EP, while CEE showed a positive correlation with EP
only for 2007.

T50,000.00 =1

S04, 000,00 = Y,

LP 2010

25000000 T R

HCE 2010

Linear Regression with 95.00% Mean Prediction Interval and 95.00% Individual Prediction Interval
EP 2010 = 37,221.61 + 3,241.65 + HCE_ 2010

R*=0.04
Figure 12. Regression model for EP

ACTUAL PROBLEMS OF ECONOMICS, #6 (144), 2013



560 HOBUHU CBITOBOI HAYKU

Based on the data from the sample, we can construct the following regression
model (Figure 12):

(4) EP_2010 = 37 221.61 + 3241.65 x HCE_2010

The linear model 4 explains only 4% of EP_2010 variable variance.

The hypothesis was not confirmed for NP and IA/TA.

NP: The hypothesis was not confirmed for VAIC (Spearman's rho = 0.152, p =
0.148 > 0.05) or its elements: CEE (Spearman's rho =0.013, p = 0.909 > 0.05), HCE
(Spearman's rho = 0.159, p = 0.125 > 0.05), and SCE (Spearman's rho = 0.152, p =
0.136 > 0.05).

TA/TA: The hypothesis was not confirmed for VAIC (Spearman's rho = -0.025,
p = 0.827 > 0.05), or its components: CEE (Spearman's rho = -0.121, p = 0.265 >
0.05), HCE (Spearman's rho = -0.040, p = 0.721 > 0.05), and SCE (Spearman's rho
=0.010, p=0.928 > 0.05).

Conclusion and avenues for future research. In the case of Serbian companies in
2010, we found a positive trend in IC's contribution to value creation. As a result of
Friedman test and our analysis of median values over the observed 4-year period, we
saw that Serbian companies are increasingly reliant on IC. However, in order to shed
further light on this, we intend to focus in future research on tracking the level of
investment in IC.

Another important conclusion relates to the relative importance and contribu-
tion of IC across industries. As we have shown, representatives of only 4 major indus-
tries in Serbia managed to achieve net profits that put them in the list of top-100 high-
est-earning companies. Kruskal-Wallis tests revealed no significant difference in the
observed values of VAIC among analyzed industries. However, these industries do not
usually rely heavily on IC, and should certainly differ in terms of investment in IC.
However, since the economy still relies strongly on tangible assets, we successfully
confirmed hypothesis H2 that there should be no statistically significant difference in
VAIC between Serbian industries.

In order to determine whether IC significantly affected the level of corporate
performance in Serbian companies, we investigated 3 groups of companies catego-
rized according to the VAIC values. The results show that high IC performers usual-
ly have comparatively better corporate performance. This was not confirmed in the
cases of IA/TA and NP. The findings revealed a positive correlation between VAIC
and ROE in 2010. It was also found that ROE was mainly affected by CEE, but that
human and structural components also played an important role. However, regarding
ROA, a positive correlation was observed only in the case of CEE. Productivity of
employees correlates with HCE and SCE during the 4 years in question. CEE corre-
lates with EP only in 2007. However, the presence of a correlation does not necessar-
ily mean there is a strong interdependence between variables. An attempt was made
to develop regression models for the analyzed variables. The regression analysis
showed that 62.8% of changes in ROE could be explained by changes in HCE, SCE,
and CEE. In contrast to regression model 2, 8.1% of ROA variances were affected by
IC (chiefly by CEE; model 3), and only 4% of EP in 2010 variable variance could be
explained by changes in HCE (model 4). Thus, we can conclude that Serbian com-
panies rely very little on IC in their pursuit for wealth maximization.
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Since the VAIC method has a number of disadvantages, some points for future
research should include using a different method of measuring IC's contribution to
value creation. The method should take into account the specific nature and condi-
tions of Serbian companies. One possibility is to include different nonfinancial meas-
ures of performance. By doing this, the scope and validity of the research could be
increased. Another option is to analyze the impact of IC on financial performance
between companies of different sizes or legal forms or with different market positions
and proportions of export revenues to total revenues.
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