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ABSTRACT 

Although Intellectual Capital (IC) is widely recognized as the critical source of true and 

sustainable competitive advantage, it is not taken into account sufficiently in Strategic 

Management. The existing literature on Intellectual Capital focuses on taking strategy as 

a guideline when managing Intellectual Capital. In the Strategic Management literature, 

intangibles are embedded in different significant roles in Strategic Management. Thus, 

the proposition is that Intellectual Capital Ontology should be integrated into Strategic 

Management. 

 

The main objective of the research is to create a model by means of which Intellectual 

Capital can be managed and integrated into Strategic Management better than before. 

Constructive research methodology is the main approach to the subject. It consists of 

conceptual analysis, constructing a heuristic model of IC based on existing literature, 

and testing the model in practice by applying the case method. The test cases include 

three phases. At the beginning of each test case, Intellectual Capital Ontology is intro-

duced and explained to the case attendees. In the first phase, the model is tested in order 

to create a strategy. Thus the Intellectual Capital Ontology can be interwoven into the 

decision makers’ strategic thinking and the strategy created. In the second phase, the 

model is tested based on the new strategy in order to create strategic plans. In the third 

phase, the effects and utilities of the model and Intellectual Capital Ontology are con-

sidered. The model was tested empirically in four case companies.  

 

The results comprise the new IC model itself and the framework of Intellectual Capital 

Ontology integrated into Strategic Management. By utilizing the Intellectual Capital 

Ontology and the new created model, companies can better identify, assess and manage 

IC, and furthermore create more insightful comprehensive strategies and strategic plans 

to develop competitive advantage. Because of the increased emphasis on intangible 

value drivers in the business world, the discipline of Intellectual Capital Ontology is 

also required in Strategic Management. A computer-aided decision support software 

model for strategic management purposes can be created out of the Intellectual Capital 

Ontology. The software application could be used e.g. to assess the relation between 

strategic development and IC investments quantitatively and qualitatively. Intellectual 

Capital Ontology clearly supports strategy making and Strategic Management in com-

panies. 
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DEFINITIONS 

Business Capital means the relationships with the main players in the core of the com-

pany’s business area. 

 

Capability Capital means capabilities needed to achieve the strategic goals and bring 

value to the customers. 

 

Contextual Capital means the intangibles in company’s markets, industries, business 

areas and business environments that can be used to create or extract value. 

 

Environmental Capital means the relationships with the main players outside the core 

of the company’s business area. 

 

Epistemology means the theory of knowledge. 

 

Explicit knowledge means articulated knowledge. 

 

Financial Capital (Assets) includes all the monetary and physical assets (Roos et al. 

1997, p. 30). 

 

Human Capital means the qualities, skills, competences and potential that employees 

take with them when they leave the company. 

 

Individual Capital means personal qualities and capabilities, excluding interpersonal 

relationships. 

 

Infrastructure Capital means infrastructure, the context, device or environment which 

supports and facilitates the company’s capabilities and daily activities to bring value for 

the customers. 

 

Intellectual Assets are intangible Intellectual Capital in tangible form. 

 

Intellectual Capital means all the intangibles that can be used to create value. 



 xiv 

Intellectual Property means Intellectual Assets, protected by the law. 

 

Monetary Assets refer to company’s cash or other financial assets which are equivalent 

to or can be converted to cash. (Pike et al. 2005, p. 113) 

 

Ontology means a formal explicit specification of a shared conceptualization of domain 

(Gruber, 1993) and the philosophical discipline of being.  

 

Organizational Capital means organizational capabilities and potential to meet market 

needs. 

 

Physical Assets refer to tangible factors of production that are owned by the company. 

(Ricceri 2008, p. 4) 

 

Relational Capital means the relationships with the entities outside the organization 

and their potential to influence the organization’s ability to create and extract value. 

 

Social Capital means potential of the interpersonal networks. 

 

Strategy Capital means the factors directing the action, i.e. the strategic objectives and 

the ways to achieve them. 

   

Structural Capital is a sum of Organizational Capital and Relational Capital. 

 

Tacit knowledge is the subjective knowledge in people. It is context-specific and diffi-

cult to articulate. (cf. Nonaka and Takeuchi, 1995) 

 

Triangulation means increasing the validity and reliability of the results by using two 

or more methods. 

 

Value Capital means the value embedded in products and services, which is delivered 

to the customers. 
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1. INTRODUCTION            

 

This chapter introduces briefly the concept of Intellectual Capital (IC) and its signifi-

cance for Company Value and Strategic Management in the era of Intellectual Capital 

with new success factors. Value as a concept is discussed, providing ideas on which ar-

eas to focus in order to leverage a company’s value and business success. The strategic 

role of Intellectual Capital and knowledge is also explored to describe the nature of 

new kinds of value drivers on which to focus in Strategic Management. This chapter re-

veals the significant changes in basis of strategic thinking, providing ideas on how to 

overcome the imminent challenges.  

 

The practical starting point for this research arose from the fact that Intellectual Capital 

and Intellectual Assets are often the major determinants of a corporation’s profits (Sul-

livan 2000, p. 13). Researchers and authorities (Drucker and Marciariello 2008, p. 37; 

Baker 2008, p. xxvii; Teece 2000, p. 3) in the field of business management have ar-

gued that a new era with new kinds of drivers for business success has begun. The 

sources of value creation have transferred from hard tangible assets of the industrial age 

to Intellectual Capital, relying on the knowledge and intangible capabilities of individu-

als and companies. What does this mean? What do we understand by Intellectual Capi-

tal? How to explain the value of the company? How can companies, manage their Intel-

lectual Capital? What is the role of Intellectual Capital in Strategic Management? 

 

Because of this new focus on strategic success factors, there is a growing need to under-

stand, classify and manage Intellectual Capital from a Strategic Management point of 

view. It is a question of improving the strategic steering ability of companies. By in-

creasing their ability to perceive, understand, assess and manage their Intellectual Capi-

tal, companies will have better opportunities to manage and improve their strategic 

competitive capabilities for business success.   
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1.1 Intellectual Capital and Competitive Advantage 

 

The most important mission for companies, from an economic point of view, is to make 

profit for their shareholders. This means paying a dividend and increasing the value of 

the company. There are two common ways of determining the value of company, 

namely by looking at either the balance sheet or the share price. Very often the balance 

sheet is unable to give adequate information about the value of a company. The market 

value can be much more than the value of net assets value on the balance sheet (Roos et 

al. 1997, p. 1). This value gap between the market value and balance sheet can be seen 

as Intellectual Capital (Edvinsson and Malone 1997, p. 43). Assuming that shareholder 

value can be represented as market value, we come to the conclusion that by developing 

Intellectual Capital and increasing Intellectual Capital value, the shareholder value can 

also be increased. This leads to find out more about the concept termed Intellectual 

Capital: “What is it and how can we manage it?” 

 

Intellectual Capital can be divided into Human Capital and Structural Capital (Edvins-

son and Malone 1997, p. 43). Human Capital includes the abilities of employees and 

cannot be owned by the company. Structural Capital means the intangible organiza-

tional capability that supports Human Capital. Structural Capital will be left at the office 

when employees go home and can be owned by the company. Metaphorically speaking, 

Intellectual Capital can be seen as the roots of a company’s value. Sullivan (2000, p. 1) 

defines it quite narrowly as knowledge that can be converted into profits. 

 

Intellectual Capital is based on Human Capital embedded in people. Human Capital is 

the combined knowledge, skill, innovativeness, and ability of the company’s individual 

employees (cf. Edvinsson and Malone 1997, p. 11). Human Capital is in the very core 

of a company’s value process and is strongly related namely to value creation. From the 

company’s point of view it is a critical resource, but unfortunately as capital it is vola-

tile by nature and cannot be owned. Tackling Human Capital is a big challenge for 

companies. How can they get, keep, develop and utilize it? 
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To a great extent Intellectual Capital is knowledge. Companies obtain new knowledge 

and competencies when new employees arrive, and also in the form of information 

through different channels and relationships. It ultimately depends on a company’s Hu-

man Capital how this knowledge will be utilized and absorbed in the company. There is 

a risk that it only contributes the knowledge of some individual employees who will 

sooner or later leave the company and so it will not be converted into e.g. useful action, 

procedures, process descriptions, processes, innovations owned by the company. Hu-

man Capital can be developed not only by receiving and internalizing information but 

also through the “learning by doing” method. Structural Capital can be developed by 

converting Human Capital into Structural Capital. In other words, the company should 

consciously manage its Structural Capital in relation to its Human Capital.  Sullivan 

(2000, p. 229) argues that one major task in managing Intellectual Capital is to trans-

form tacit Human Capital into codified Intellectual Assets. Companies lose knowledge 

and competencies when an employee with his/her Human Capital leaves the company 

and also simply over time as these intangibles become obsolete. The ontology of Intel-

lectual Capital can be used as a tool to manage the cycle of this critical capital.  

 

The amount of information processed in companies has reached enormous proportions 

and this progress looks set to continue. Crucial information and knowledge have gained 

an even more central role in companies. Abilities, like competencies and knowledge 

ought to be prioritized according to the company’s competitive business strategy. 

Among the other Human Resource development activities, recruiting is an important 

way to get knowledge and competencies for the company’s use. It is an opportunity to 

add to the company’s Human Capital in its entirety. When considering present and 

needed abilities, the correspondence of Human Capital with the chosen business strat-

egy can be increased through the recruitment. The basic choices of the requisite variety 

of Human Capital will clearly be made in the recruiting phase. The internal variety of 

Human Capital should be kept at a certain level to ensure that the company will be able 

to recreate itself according to its changing markets in future. Developing abilities, com-

petencies, motivation and suitability is normally difficult, expensive and time-

consuming. This stresses the importance of the quality of the recruitment process so that 

the qualities that are also difficult to develop, e.g. the candidate’s traits, are taken into 
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consideration. The Human Capital and tacit knowledge required should also remain in 

the company.  

 

Conversion process between knowledge and information is an important factor in com-

petence development and knowledge creation (cf. Nonaka and Takeuchi 1995, p. 61). A 

company can acquire Human Capital by converting the tacit knowledge within people 

into explicit form and by encoding it into the company’s knowledge bank e.g. database 

or information system. By converting knowledge into stored information, it is possible 

to increase the intellectual assets of a company. For instance, the valuable tacit knowl-

edge of a visiting consultant can be depicted by drawing and saving a process chart in 

the company’s database. The same kinds of examples are manager’ knowledge of com-

petitors, directors’ strategic intentions, insights of sales consultants about customer in-

terfaces etc. It is possible to express these clearly, more or less, to communicate and 

share the valuable knowledge in the form of information for others. There are also kinds 

of Structural Capital that are not so directly connected to Human Capital, e.g. written 

contracts with customers, patent rights for inventions, quality certification etc. These 

can be seen as company assets or to put it another way, as company-“owned” potential. 

The company should acquire new Intellectual Capital, develop continuously what they 

already have and maybe get rid of some IC, to ensure that the competitive advantage 

based on valuable Intellectual Capital will not be lost. 

 

1.1.1 The Value of a Company 

 

Companies have recently paid more attention to Intellectual Capital and its management 

due to their increased knowledge and competence level. The insufficiency of existing 

accounting practices has become obvious in many knowledge-intensive companies, 

when the market value has exceeded the balance sheet value many times. According to 

Edvinsson and Malone (1997), the market value of a company consists of the balance 

sheet value and Intellectual Capital (1997, p. 52).  
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It is easy to get a company’s book value from the balance sheet but, like the value of In-

tellectual Capital, value is always factually dependent on the context. Certain property 

or assets may have a different value for different persons or companies based on their 

intended purpose of use. Therefore, only estimations and estimated calculations can be 

given about the value of a company. At best, these estimations are based on uncertain 

assumptions about the future. On the one hand, the market value of a company indicates 

how the market values the company’s balance sheet value, and on the other hand, the 

market evaluation of its Intellectual Capital and the company’s ability to utilize it on the 

market. This is shown in Table 1 (Sullivan 2000, p. 120). Sullivan points out that, 

namely in the case of a knowledge company, the value of the company is the sum of its 

book value and the discounted value of the cash flow that is generated largely by the 

company’s Intellectual Capital. Financial Capital will be allocated on the market, based 

on investor estimations about the future return on investment in relation to the risks. 

These estimations should not be based on narrow knowledge and weak understanding of 

the company’s Intellectual Capital, on which lies the realisation of the future revenues 

of the company. 

 

Table 1. Company value equation (Sullivan 2000, p. 120) 

Vm = VTA + DCF 

Vm Stock Market Value 

VTA 
The Value of the company’s Tangible Assets (defined and valued on the     

balance sheet) 

DCF 
The value of the Discounted future Cash Flows the company is expected to 

generate 

 

 

The value of the company can be estimated by summarising the book value and the ex-

pected discounted future cash flow. When a company is publicly traded, the stock price 

indicates the value of the company. The market value of a publicly traded company is 

the price which the investors on the free market are ready to pay. In the case where a 

company is not listed, the value estimation is more difficult to define until the deal is 

closed.  
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The difference between a company’s market value and substance value is called ”good-

will” in the case of trading an unlisted company (Immonen 1999, p. 21). Value is a rela-

tive concept and both trading sides estimate the price based on it. Value measures the 

object’s utility and price and correspondingly the seller’s judgment about the buyer’s 

willingness to pay. Sullivan (2000, p. 85) argues that value is a measure of something 

and price measures what an item’s owner believes others will pay for it. By managing 

Intellectual Capital and reporting it to external interest groups, it is possible to posi-

tively affect the company’s price in respect to the part of the revenues that are based on 

Intellectual Capital (Sullivan 2000, p. 123). 

 

According to Dr. Blair’s studies, by 1998 about 70 % of the value of the publicly traded 

non-financial companies studied was associated with the value of their intangibles. This 

is consistent with observations about the economies of industrialized western world. 

(Sullivan 2000, p. 111) 

 

Edvinsson and Malone (1997, p. 52) have defined that company’s Market Value con-

sists of Financial Capital and Intellectual Capital (Figure 1). In their value scheme Intel-

lectual Capital is seen as company specific resources or capabilities.  

 

 

 

Figure 1. Market value scheme (Edvinsson and Malone 1997, p. 52) 
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Among the Intellectual Capital literature there is a consensus (Dumay 2009, p. 192) on 

dividing Intellectual Capital into the three components (Figure 2), i.e. Human Capital, 

Organizational Capital and Customer (Relational) Capital.  

 

 

 

Figure 2. The generic beginning of resource distinction tree (Roos et al. 2005, p. 73)  

 

According to Edvinsson and Malone (1997, p. 52), the authorities (e.g. Roos et al. 2005, 

p. 73; Ricceri 2008, p. 5) in the field of Intellectual Capital research commonly define 

IC as a part of company’s total resources (Figure 2). 

 

1.1.2 The Evolving Era of Intellectual Capital 

 

Continuous change is a natural part of normal modern society and economic life. There-

fore, companies are also pressurized to renew themselves continuously in every phase 

of their life cycles. The companies that are not able to develop themselves at the pace of 

the market and their customers are in danger of falling behind the times and losing their 

competitive edge. In principle, an organization can be renewed in two ways. The or-

ganization can integrate and develop activities by observing the environment continu-

ally in order to act proactively or by reacting afterwards. Forced reacting leads to sud-

den changes and then the options are fewer than in the case of proactive renewal. 

(Ylikoski 1995, p. 9)  
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A change can bring major challenges and threats but, on the other hand may also open 

up incredible possibilities. Adapting to changes or gaining benefit from them and an-

ticipating them, often also demands extensive and in-depth internal changes in organiza-

tions. Well-implemented and continuous development activity is one of the most central 

conditions for survival. (Lanning et al. 1999, p. 11) 

 

The time period after the industrial era can be called the post-industrial era. It can also 

be called the information era, because more and more people are working with informa-

tion. At the end of the twentieth century, it was estimated that already half of all work-

ers were mainly dealing with information. Routine work is being replaced by automa-

tion technology, and productive work will become more and more information process-

ing, information transfer and knowledge creation. Few companies or employees can 

stay out of the information society and it may be said that all companies are transform-

ing into information companies. (Ståhle and Grönroos 1999, pp. 29 - 36) 

 

Roos et al. (1997, pp. 8 - 9) argue that the prime commodities of the “knowledge econ-

omy” are knowledge and information. They do not limit this exclusively to new indus-

tries or to knowledge-based ones, but also to mass and standardized products. Accord-

ing to Sullivan (2000, p. 23), from an Intellectual Capital perspective, all companies are 

knowledge companies.  

 

Andriessen (2004, pp. 4 – 6) describes seven characteristics that make the intangible 

economy fundamentally different from the agricultural and industrial economies: 

 

1. Knowledge replaces labour and capital as a fundamental resource in produc-

tion and intangibles like brands create a substantial part of the added value of 

companies. 

2. The knowledge content of products and services is growing rapidly. 

3. Services are as important as products and knowledge itself has become an 

important product. 
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4. Economic laws for intangibles are different e.g. in many industries the tradi-

tional economic law of diminishing returns is no longer valid. 

5. The concept of ownership of resources has changed, because knowledge 

mainly resides in the heads of employees and thus companies no longer own 

their most important resource. 

6. The characteristics of labour have changed, since knowledge workers create 

most of the value added in the companies.  

7. Organisations have changed. The management of intangible resources is 

fundamentally different from the management of tangible or financial re-

sources. 

 

The management of knowledge professionals is more difficult than the management of 

other employees (Tissen et al., 1998). Companies cannot control professionals using 

regulations, procedures and information systems because they need a natural freedom 

(Weggeman, 1992). 

 

Success in a fierce, tough competitive environment is based on the ownership and de-

velopment of difficult-to-imitate intellectual assets. This new logic has been recognized 

both in low and high technology industries. Product and service markets have been wid-

ened for decades by trade negotiations. Trade obstacles have been reduced or removed 

completely. End products, semi-finished products, factors of production and knowledge 

are moving worldwide more freely than before. Industry penetration obstacles have 

been reduced and competition has become harder. (Teece 2000, pp. 3 - 5) 

 

1.1.3 Impact of Intellectual Capital on Business Drivers  

 

Intangible Assets are identified as the most critical resource of the business enterprise 

(Andreou et al., 2007). Knowledge, competence and related intangibles have emerged 

as the key drivers of competitive advantage in developed nations. The rapid expansion 

of markets has leveraged these factors as the main basis of competitive differentiation in 

many sectors. The development of information technology and decreased costs, an in-
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creased amount of market segments and more freely mobile workforce, products, in-

formation and currency in different parts of the world are changing the sources of com-

petitive advantage and wealth of companies. Comprehensive changes in the global 

economy are causing changes in the foundations of competitive advantage of companies 

and with it the functions of management. In the theory and practice of management, the 

importance of intangible assets, reputation, customer loyalty and technological know-

how have been recognized. The new fundamental core is the development, astute de-

ployment and utilization of intangible assets like knowledge, competence, intellectual 

property, brands, reputations and customer relations. The implications for business 

management are clearly critical: “Enable intangibles to be developed and dynamic ca-

pabilities to be practised.” (Teece 2000, pp. 3, 30 - 31) 

 

Keeping up and developing a company’s competitiveness is in any case essential, no 

matter if the pressure for that is initiated outside or inside the company. In addition, ma-

jor and sudden changes are possible e.g. when a significant share of a company stocks 

are sold to a new owner. For the company, it means the requirement for inner flexibility 

to be ready for quick changes.  

 

An important issue is whether the company is able to respond proactively enough or re-

lies too much on reactive actions. One possibility to tackle the issue is to view the com-

pany from an Intellectual Capital point of view and also manage these intangible base 

factors of competitiveness. The Intellectual Capital concept and framework are tools for 

strategic management of knowledge, competencies and capabilities. According to An-

driessen (2004, p. 7), the major driver behind the rise of the intangible economy is the 

combination of three trends into one major discontinuity. These three trends are 1) 

globalization, 2) far-reaching deregulation in key economic sectors such as telecommu-

nications, transportation, energy and financial services, and 3) exponential growth of 

technological change, especially new information and communication technology 

(ICT). 

 

Green and Ryan (2005, p. 47) provide the following list of value drivers of intangible 

assets: customer, competitor, employee, information, partner, process, product/service 
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and technology. In this case, the value components were ranked in relative order of im-

portance based on strategic Knowledge Management objectives. Although this list is 

based on a certain context, it provides a good example of a set of possible intangible 

value drivers.  

 

To understand, manage and develop Intellectual Capital, it is crucial for a company to 

have a common coherent language and terminology for communication. After that, a 

useful model or schematic hierarchy according to the company’s strategies and objec-

tives will be required. The model will be used as a framework e.g. to describe the re-

quired and current Intellectual Capital of the company. Referring to the gap revealed be-

tween the two, the necessary actions can be initiated. To utilize the Intellectual Capital 

point of view, it needs to be understood what Intellectual Capital means, how to define 

and describe it, how a company can benefit from it and how to manage it. In brief, it is a 

challenge to manage this strategic source of organizational wealth in the Intellectual 

Capital Era and take it into account in Strategic Management.  

 

1.1.4 The Strategic Role of Knowledge and Intellectual Capital  

 

Knowledge lies in people and in the company’s Structural Capital that they have cre-

ated. To succeed in continuously changing markets, a company has to gain competitive 

advantage over their competitors. Competitive advantage is based on the added value 

perceived by the customer and reaching it is often expensive because of the significant 

investments needed. It is important to keep the gained competitive advantage or it will 

have to be won back. In the case where competitive advantage is based on general bal-

ance sheet assets available on the market, it can easily be lost. A company can differen-

tiate itself from other competitors by developing business functions applicable to its 

needs. This is based on knowledge and its handling, offering thereby a more sustainable 

competitive advantage. Knowledge in a company is always unique and that is why the 

competitive advantage based on it is difficult to copy. When a company is trying to 

achieve sustainable competitive advantage, the company’s development actions should 

be focused on knowledge, its utilization and quick learning. (Klein 1998, p. ix) 
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Knowledge can give a sustainable competitive advantage. It has become the key re-

source (Drucker and Maciariello 2008, pp. 38 – 39). Unlike physical assets, e.g. those 

that wear down, knowledge increases with use. Ideas will produce new ideas and shared 

knowledge will stay with the giver and also enrich the receiver. (Davenport and Prusak 

1998, p. 17) 

 

Intellectual Capital has inevitably become essential for all companies. It can enhance 

competitive advantage by governing knowledge, organizational technique, professional 

skill, customer relationships and experience. Intellectual Capital is the main driver of 

competitive advantage and there is a significant relationship between IC and the market 

value of a company. (Wang 2008, p. 546)  

 

Tan et al. (2007) studied Singaporean publicly-listed companies by examining the rela-

tionship between IC measures and the traditional measures of corporate performance. 

Based on their results, they argue that Intellectual Capital and company performance are 

positively related.  

 

Roos et al. (1997, pp. 24 - 25) describe the differences between Knowledge and Intel-

lectual Capital in the following way. Knowledge is a part of Intellectual Capital and In-

tellectual Capital is much more than just Knowledge. For example, brands, trademarks 

and management of external relations are all dimensions of value creation.  

 

Knowledge Management supports Intellectual Capital Management where the focus is 

on building and managing Intellectual Assets from a strategic and administrative point 

of view. The main task of Intellectual Capital Management is to take care of the com-

pany’s Intellectual Capital as a whole. (Wiig 1997, pp. 399 - 400) 

 

A business enterprise’s vision is one of the most important pieces of its Intangible As-

sets (Sullivan 2000, p. 251). The alignment of the firm’s Intellectual Capital with its vi-

sion and strategy is a powerful idea. The power of the concept of alignment is that com-
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panies can focus their resources and activities on a set of objectives for the purpose of 

achieving them faster or without unnecessary effort. (Sullivan 2000, p. 257) 

 

According to Research and Innovation Policy Guidelines for 2011 – 2015 (RIC, 2011), 

the national strategy of Finland also depends on knowledge and Intellectual Capital: “A 

high education level, knowledge, and broadly developing and utilizing Intellectual 

Capital among intensive multi-polarised co-operation are the important factors of strat-

egy realisation.” 

 

Chen et al. (2005) argue that Intellectual Capital is increasingly recognized as an impor-

tant strategic asset in sustainable corporate competitive advantages. According to Chen 

et al., their study provides empirical evidence that investors place higher value on firms 

with better Intellectual Capital efficiency, and that the firms with better Intellectual 

Capital efficiency yield greater profitability and revenue growth in both the current and 

subsequent years. Their results underline the importance of Intellectual Capital in en-

hancing firm profitability and revenue growth. Tan et al. (2007) conclude that compa-

nies that actively nurture and increase their Intellectual Capital are likely to experience 

superior performance. 

 

1.2 Phenomenon and Concepts as Research Objects 

 

The subject of Intellectual Capital appeared on the business scene in 1991, when Tom 

Steward published his article (Stewart, 1991)”Brainpower”. Ever since the early 1980s, 

the same phenomenon had been studied as e.g. intangible or knowledge assets. In any 

case, by the end of the last decade of the last century, the term Intellectual Capital had 

been transformed from an interesting new idea to a popular and well-understood phrase. 

(Sullivan 2000, p. 3, 13) 

 

The object of this study is seen as a phenomenon that surfaces for us as concepts. To 

understand the phenomenon we need to be aware that a concept is often given as a name 

with a short definition and, depending on the perceiver’s point of view, the intensions of 



 14 

the concepts can be understood in many ways. Referring to Niiniluoto (1984, pp. 119 – 

121), the name of the concept can be called “Term”, and the intension of the term can 

be called “Concept”. 

 

A concept is an abstracted, generalizing and compact description of phenomena. Con-

cepts are abstract meanings or symbols of their contents. They are used to analyse, 

structure and describe phenomena and their inherent qualities. (Olkkonen 1994, pp. 100 

- 101)  

 

1.2.1 Conceptual Formation 

 

Niiniluoto (1984, p. 153) describes the formation of a scientific concept as a process 

where the concepts are constituted, developed and clarified. According to empirical tra-

dition, the concepts and ideas are formed in the mind of a human being as a result of ab-

straction and association based on sense perception. Niiniluoto (1984, p. 154) provides a 

list of objectives for concept formation: 

 

- Simplicity, referring to structure and usefulness 

- Clarity, referring to unambiguity and accuracy 

- Generality, referring to the logical form of the desired sentences 

- Truth, referring to the content of the desired sentences 

 

Good defining is an important issue. Better results will be reached when a whole group 

of concepts are scrutinized instead of single and separated concepts. The concept group 

should constitute a hierarchy. The starting point for concept formation is the use of the 

conception, including utility and an objective. For this reason, the use of the concept has 

to be defined. It also creates the basis for the contribution of the new concept. To draw a 

conclusion whether and what kind of new concept should be created, former concepts 

should be compared against its intended use. (Olkkonen 1994, pp. 99 – 100) 
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By following the traditional theory of definitions, the predicate term B can denote defi-

nition, quality, genus or accidence of subject term A. According to Aristotle, the mean-

ing of definition is to express the essence of the issue or entity by two terms: “genus” 

and “difference”. “Genus” denotes the wider genus where the issue or entity belongs 

and “difference” denotes the essential feature by which the species can be divided from 

the other species under the same genus. (Niiniluoto 1984, pp. 155 – 156) 

 

The following terminology follows the distinctions of Carnap (1947, 1955). Predicates 

are linguistic expressions that express the qualities or relations of entities or a line of en-

tities. The intension of a single-placed predicate is a quality or general concept. The ex-

tension of a single-placed predicate is a class or group into which the quality expressed 

by the predicate can be applied. This idea is depicted in Figure 3. (Niiniluoto 1984, pp. 

119 – 120)  

 

 

Figure 3. Intension and extension of single placed predicate (Niiniluoto 1984, p.120) 

 

Terms are linguistic entities and concepts are non-linguistic by nature. In particular, 

conceptual systems are classified entireties of concepts or intensions. (Niiniluoto 1984, 

p. 122) According to Järvinen and Järvinen (2000, pp. 18 – 19), conceptual defining 

means stating the qualities which define the intension of the concept accurately enough. 
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1.2.2 Classification of Concepts 

 

In theoretical and empirical scientific research, concepts, i.e. practically expressed as 

terms, are in use. We use them to refer to different kinds of concrete and abstract objects 

and entities. (Järvinen and Järvinen 2000, p. 18) Bunge (1967, p. 62) classifies concepts 

into four groups in the following way: 

 

1. Individual concepts (constants and variables referring to one individual e.g. 

Darwin, Mars) 

2. Class concepts (concepts defined by single placed predicates i.e. concepts 

defined by qualities that refer to the entities in question, e.g. human beings) 

3. Relation concepts (concepts defined by more than single placed predicates 

which refer to the entities in question, e.g. belongs to, between, greater than) 

4. Quantitative concepts (concepts defined by functions, e.g. weight w = m × 

g, mass m multiplied by gravity g). 

 

In most cases, class concepts are needed. By means of classification, the entities falling 

under the scope of the concept can be divided into sub-groups. (Järvinen and Järvinen 

2000, p. 19) One criterion for a good classification is given by Bunge (1967, p. 75): 

coverage, permanence, non-overlapping and naturalness. 

 

The scrutiny of a concept hierarchy should cover the different levels of the hierarchy 

sufficiently. This means that concepts on the upper, same and lower level in the hierar-

chy will be considered, described and defined. (Olkkonen 1994, p. 100) 
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1.3 Objectives of the Study 

1.3.1 Problem Formulation and the Related Objectives 

 

Interest in Intellectual Capital, value creation and business development of companies 

on a strategic level is considered to be the initial point for this study.  

 

Main Problem: 

Although IC is commonly accepted as one main source of possible sustain-

able competitive advantage, it is not taken into account enough in Strategic 

Management. 

Sub-Problems: 

1. IC is not defined and classified well enough from the Strategic Man-

agement perspective.  

2. IC is not integrated enough in Strategic Management. 

 

Intangibles are the key to value creation, but are mainly missing from balance sheets. 

How can Intellectual Capital be managed and taken into account in Strategic Manage-

ment better than before? 

 

The Main Objective of the research is to develop a model by means of which Intel-

lectual Capital can be managed and integrated into Strategic Management better than 

before. 

Sub-Objectives: 

1. Develop a new IC model 

2. Integrate IC into Strategic Management 
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The main objective can be divided into sub-objectives (Figure 4) according to the prob-

lem formulation.  

 

Main Problem: 

 

 

Sub Problems: 

 

  

Sub Objectives: 

 

 

Main objective: 

 

 

 

Figure 4. The research problem structure schema  

 

1. Sub-Objective: To study, declare and analyse existing definitions, concepts, models 

and schematic structures of Intellectual Capital. Based on the theories, concepts, on-

tologies, models and analysis, a new and more comprehensive ontology and model of 

Intellectual Capital will be created by means of synthesis. 

 

2. Sub-Objective: To study the theories of Strategic Management to find out how Intel-

lectual Capital is taken into account in them. Based on the findings and background 

theories, ideas and recommendations about the use of this new created Intellectual Capi-

tal Model will be given and tested in practice. The Intellectual Capital Model will be 

used to integrate Intellectual Capital and Strategic Management, thus developing Strate-

gic Management. The functionality of the ontology, model and the assessment method 

will be tested in four case studies and by justified argumentation. 
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Propositions:  

1. “By utilizing the created IC model, Intellectual Capital can be taken into ac-

count in Strategic Management better than before.” 

2. “Intellectual Capital should be taken into account in Strategic Management 

better than before.” 

 

1.3.2 Focus and Perspective of the Study 

 

The main focus of the study is to develop an Intellectual Capital ontology and 

model. The model is intended for use in Intellectual Capital Management and Strategic 

Management as an integrating tool on a strategic level. The focus is also on value crea-

tion rather than extracting profit from Intellectual Capital (cf. Sullivan 2000, p. 28). In 

this study the perspective of Strategic Management has been chosen. The concept of 

Intellectual Capital is considered to be the research object. Related theories, e.g. from 

the fields of Strategic Management, Knowledge Management, Organizational Learning 

and Systems Thinking, play an important role in sharing understanding about the basic 

factors and the holistic nature of the research object. 

 

1.3.3 Use and Required Qualities of the Model 

 

The model needs to be an effective, “economic” and scarce description of the complex 

concept called Intellectual Capital. The model can be used as a tool concerning perceiv-

ing, understanding, learning and communicating the opportunities that the Intellectual 

Capital viewpoint gives to company on a strategic level. Its main use is to act as a 

framework for perceiving, understanding, describing, assessing and managing Intellec-

tual Capital like a device to integrate Intellectual Capital into Strategic Management. 

The model can be applied as a framework in Strategic Management software applica-

tion. It can be useful in business strategy process as a framework for (internal) strategic 

analysis. The model could be applied in company’s value assessment from an internal 

or external point of view. 
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The model will be a considered synthesis of former models with some new and useful 

elements or qualities. The newly created model should be more comprehensive than 

former models. The newly created model will be compared against the former models to 

justify the argument. The required qualities for the model are as follows: 

 

- Optimizes between complexity and simplicity in structure 

- Includes elements of strategic relevance 

- Is comprehensive enough 

- Includes new relevant features 

- Is useful for Intellectual Capital assessment and management, and thus for 

development purposes on strategic level 

- Is useful for integrating Intellectual Capital and Strategic Management 

 

Usefulness is one main criterion for the model. The “truthfulness” of the model can be 

seen as its functionality in practice or as the correspondence between the model and the 

real factual world. We should be able to see and assess the real world research object in 

a useful way through the model. It will provide us with better possibilities to perceive, 

understand, assess and manage Intellectual Capital, and integrate it into Strategic Man-

agement.  

 

1.4 Methodology and Theoretical Basis 

1.4.1 Constructive Research Approach 

 

This is a typical study with constructive research methodology where an Intellectual 

Capital Ontology and a conceptual Model will be developed. The constructive research 

approach is considered to be the main methodology of the research. As a part of the 

methodology, conceptual analysis and the case method have important roles in this 

study. Conceptual analysis is applied to clarify the concept and case study is applied to 

test the construction (model) and propositions in practice. Based on the former models 
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and background theories, the new model will be constructed deductively, but also by 

heuristic means. The set of objectives are to be gained by the following methods: 

 

1. Development of the Concept  Conceptual Analysis 

2. Development of the Model  Heuristic Conceptual Modelling 

3. Test and Assessment of the Model   Case Method  

 

Kasanen et al. (1991) describe constructive research as follows: It is a question of nor-

mative, problem-solving-directed study where goal orientation, innovative processing 

(for the new entity), empirical testing and scrutinizing will be combined. They list six 

phases for constructive research methodology: 

 

- Finding a relevant and interesting research problem 

- Gaining pre-understanding about the research subject 

- Innovation phase and construction of a solution model 

- Testing the functionality of the solution, i.e. does it work in real life? 

- Demonstrating how the theory applies to the solution and the value of the 

new knowledge obtained 

- Investigating the scope of the area where the solution is applicable 

 

Kasanen et al. (1993) depict the elements of constructive research (Figure 5) and  con-

clude (1991, pp. 316 – 317) that constructive research produces an innovative and theo-

retically justified solution to a practical problem, its result is tested in practice and it can 

be shown to be applicable in a wider context, too.  

 

 

 

Figure 5. Elements of constructive research (Kasanen et al. 1993, p. 246) 
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The practical relevance of the study is that although IC is important, it is not taken into 

account in Strategic Management enough (cf. Figure 5). The argumentation is supported 

by a Strategic Management literature overview. The more comprehensive IC model is 

deductively constructed based on former IC models and theories. The new construction 

will be used in strategy creation and strategic planning phases during strategy processes. 

By using the comprehensive model, the case companies can take IC into account in 

Strategic Management better than before. The usage of the model and the case partici-

pants’ argumentation confirm practical functioning. The theoretical contribution is 

compared against the former theories. The positioning of constructive research method 

among other research approaches is depicted below in Figure 6. 

 

 

 

Figure 6. Constructive research approach in the research field of economics (Kasanen et 

al., 1991) 

 

Kasanen et al. (1993, p. 253) argue in favour of market-based testing for model testing 

in economics. The three phases of a market test are: 

 

- Weak market test: Has any manager been responsible for the financial re-

sult of his business used the construct in his decision making? 
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- Semi-strong market test: Has the construct become widely adopted by 

companies? 

- Strong market test: Have the results of the business improved because of 

the construct? 

 

According to Saunders et al. (2003, p. 22), there are certain questions concerning re-

search philosophy, research approaches, research strategies and time horizons before 

choosing the data collecting methods (Figure 7). 

 

 

 

 

 

 

 

 

 

 

 

Figure 7. The research process “onion” (Saunders et al. 2003, p. 83) 

 

Following the typology (Figure 7) of Saunders et al. (2003), the research philosophy re-

fers to interpretivism, while the research objects are mainly concepts in the minds of 

human beings reflecting real world issues, such as e.g. collective beliefs, social con-

structs, intangible and tangible artefacts and other physical objects. The aim is not to 

find out law-like generalizations, but to create a model and ontology by which the real 

world issues in focus can be perceived, interpreted, understood and managed. The study 

is more about subjective interpretations than hard objective facts. 
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The origin of the study is in the theory and thus the research approach is deductive in 

nature. The propositions, ontology and the model are developed based on the scientific 

literature and refer to former research studies. This is not deductive reasoning in its 

strictest sense as in mathematics, but in the nature of logical deductive reasoning includ-

ing interpretations. The case study is the research strategy to test the propositions and 

the utility of the created ontology and construct (model). It is important to obtain 

thoughtful and interactive communication with case attendees to be able to create in-

depth understanding about the ontology and the meaning of the answers. 

 

The time horizon of the study is longitudinal, composed of three “snapshot” interven-

tions through the strategy process in the case companies. The interventions are in the 

strategy creation phase (strategic analysis), strategic planning phase and the period after 

the strategic planning phase. The idea is to test the created Intellectual Capital Ontology 

and the Model in the Strategic Management of the case companies.  

 

Data collection methods have been chosen according to the research problem and other 

decisions relating to the research process. In the first and second phases of the cases, the 

deployed method can be called a semi-structured group interview (Saunders et al. 2003, 

p. 246). According to the created ontology and model, the different aspects of Intellec-

tual Capital are explored. The case attendees are first introduced to the terminology and 

the ontology of Intellectual Capital for better pre-understanding of the topic. The Intel-

lectual Capital model with definitions and examples are shared with the attendees and 

then free discussion among the case attendees is facilitated within the given range of the 

Intellectual Capital section. The researcher makes additional questions and notes based 

on his interpretation.  

 

In the third phase of the case studies, the following methods have been used: question-

naire survey and documentary analysis. The schematic structure of the study is depicted 

in Figure 8. 
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Figure 8. The constructive research approach applied (cf. Olkkonen, 1994) 
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At the beginning, the company’s market value such as the changes in the business scene 

and the critical drivers of strategic competitiveness were explored. The chosen problem 

area of the study was explored in order to find out whether there is a need for a better 

solution to improve the strategic capability of the companies. The need for a better solu-

tion was found. After the problem area was outlined, an insight on the current state of 

the art was formed by means of a literature study. In this phase, the related disciplines 

were also reviewed. When the point of view to the problem had been chosen, the prob-

lem was formulated and the related objectives were set. From the chosen perspective the 

use, criteria and objectives for the new conceptual model were defined.  

 

Based on the intended use of the model, an analysis was performed of Strategic Man-

agement theories and former conceptual IC models relating to the research problem, and 

of the required qualities of the solution. Based on this analysis, various alternative solu-

tions were considered and defined. 

 

The existing conceptual systems and models were analyzed in detail and drawn together 

using the synthesis method. Based on earlier phases and logical deduction, dimensions, 

definitions and a new Model of IC were created by deduction and heuristic action.  

 

The feasibility of the model created was tested in three phases in four business cases 

and also by justified argumentation and comparison with the former models. The 

knowledge gained from the business cases was taken into account to assess suitability of 

the Ontology and the Model for the given purposes. Based on the new IC definition and 

case study experiences, a new definition for company’s market value was proposed.  

 

The results were examined in relation to the research problem and the objectives of the 

study. The applicability scope of the construct was given and the justified scientific and 

practical contributions were considered. Recommendations for further studies, use of 

the research results and effects on theories were proposed. 
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1.4.2 The Role of Conceptual Analysis 

 

In this study, the Intellectual Capital Ontology and Model are developed and thus con-

ceptual analysis has an important role. The purpose of conceptual analysis is to develop 

the conceptual system that is needed e.g. to describe, identify and classify phenomena, 

for organizing knowledge and as a base for planning systems. (Olkkonen 1994, p. 65) 

 

The model development is based on earlier definitions and theories, but it also contains 

heuristic action. Neilimo and Näsi (1980) give the following characterization about 

Conceptual Analysis methodology: 

 

- The meaning is to construct conceptual systems 

- Former conceptual analysis study and/or empirical study as a background 

- Method of thinking, analysis and synthesis to develop new concepts 

- Testing is not actual verification, but primarily argumentation 

- Research objects can be facts, values or norms 

- Research results can be both statements and recommendations 

 

Näsi (1980, pp. 12 - 13) gives the following proposal for the conceptual analysis proc-

ess, which has been taken into account in this study. Before the actual analysis can be 

done, the knowledge base for conceptual thinking has to be set. The conceptual system 

in question has to be separated from the other conceptual systems close to it. This is 

called “Outer Analysis”. In “Inner Analysis” different kinds of points of view on the 

same concepts are exhibited and speculated on. Finally, the justified conclusions are 

formulated. This process is described on the next page (Figure 9). 
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Figure 9. Outline of conceptual analysis process according to Näsi (1980, p. 13) 
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1.5 Literature Research 

 

The theoretical part of this research is based on the study of existing literature and sci-

entific articles on Intellectual Capital, Strategic Management, Knowledge Management 

and Organizational Learning. Intellectual Capital and Strategic Management literature 

have the main role in this study. Knowledge Management and Organizational Learning 

literature enable important in-depth insights for a better understanding of the issue. The 

roles of the different fields of literature in other words:  

 

- Intellectual Capital  subject as a comprehensive whole 

- Strategic Management    perspective, direction and context 

- Knowledge Management  

and Organizational Learning  insight and background 

 

The study is based on the groundbreaking works of the main authorities and other 

prominent thinkers in the concerned disciplines. A non-exhaustive listing of the authori-

ties and thinkers in the fields of the following disciplines is: 

 

- Intellectual Capital: Stewart, Sveiby, Saint-Onge, Edvinsson, Brooking,  

Sullivan, Roos, G., Marr, Bontis, Al-Ali, etc. 

- Strategic Management: Ansof, Porter, Minzberg, Day, Barney, Hamel,   

Prahalad, Aaker, Kaplan, Norton, Vanharanta, Doz and Kosonen, etc. 

- Knowledge Management and Organizational Learning: Nonaka, Takeuchi, 

Argyris, Schön, Senge, Koskinen, etc. 

 

The above authors and their publications can be found in the bibliography of this study. 

The literature was chosen based on its substance or newness regarding the research 

problem, perspective, focus and objectives. 
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1.6 Structure and Logic of the Research 

 

Chapter 1 The reader is guided to re-consider the factors of successful business for 

companies in the changing business environments of today and the future. Value is ex-

plored as a concept, especially from the Intellectual Capital point of view in the busi-

ness context. Some ideas about the company’s market value definition are discussed 

from an IC point of view. Some ideas about the new and coming business environment 

evolvement are described as well as the counterparts needed in companies to success-

fully manage their future. The role and impact of Intellectual Capital in this era of new 

business success factors is considered. The reader is led to realize the importance of In-

tellectual Capital ontology as a framework to perceive, understand, communicate, as-

sess, control and manage intangible success factors of companies in the changing future 

conditions. Intellectual Capital is found to be a strategic tool and the idea of integrating 

IC into Strategic Management is revealed. The importance of Intellectual Capital ontol-

ogy for strategic objectives and Strategy are highlighted as a guiding future direction 

throughout the development of Intellectual Capital. The importance of Intellectual Capi-

tal for the business success of future companies is outlined. This chapter serves to moti-

vate the reader and justify the importance of the study.  In this chapter, the study is pre-

sented as a whole but also from individual viewpoints in order to share the idea of how 

the research problem is understood and handled. The basic points of the study, such as 

the research problem, objectives, methodology and criteria for the results are described. 

This acts as a road map describing the landscape and the way from the starting point to 

the destination of the study.  

 

Chapter 2 The chapter is an overview of Strategy and Strategic Management. The in-

terest is particularly focused on the role of Intellectual Capital in Strategic Management 

theory and the company’s external business environment structure. The Strategic Man-

agement provides an important origin, guideline and perspective for assessing and man-

aging Intellectual Capital. An IC assessment is needed to develop strategy such as the 

strategy needed to develop the Intellectual Capital and competitive advantage of com-

pany. The need for Intellectual Capital in Strategic Management is revealed. At the end 

of the chapter, the role of IC in Strategic Management is summarized.  
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Chapter 3 This chapter deals with the knowledge base formulation for conceptual 

analysis by gathering and preparing different views on Intellectual Capital since the 

1990s. The review includes definitions, models, nature, management and monitoring of 

Intellectual Capital. In this chapter, the concept of Intellectual Capital is explored from 

several points of view. The definitions and models of IC are summarized at the end of 

the chapter. 

 

Chapter 4 In this chapter, the background frameworks and base theories behind Intel-

lectual Capital are explored in order to achieve a deeper understanding of some basic 

elements, internal processes and the functioning logic of Intellectual Capital. A great 

part of Intellectual Capital deals with knowledge and organizational capabilities. Thus, 

Knowledge Management and Organizational Learning play an important role when in-

tegrating Intellectual Capital with Strategic Management.  

 

Chapter 5 This chapter consists of two kinds of conceptual analysis where the IC as an 

object is considered from different points of view. In Outer Analysis, the object is posi-

tioned in relation to the other concepts close to them. Inner Analysis means that the ob-

jects in the organized concept structure are described, speculated on and defined. Based 

on these, the Ontology and the Model are created. In addition, the guidelines for the use 

of the Model are presented. The chapter is closed by comparing the new Model and the 

former ones. 

 

Chapter 6 This chapter deals with the case study methodology and results. The meth-

odology used in empirical testing of the model is outlined. The results of using IC on-

tology as a strategic decision support in Strategic Management are given such as the re-

sults from questionnaire survey and documentary analyses.  

 

Chapter 7 In this closing chapter the results are explained and reflected against the ob-

jectives of the study. The contributions of the study are articulated. The methodology 

and the limitations of the study are discussed. The chapter summarizes the whole study 
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by proposing new market value definition, IC definition and four-partite IC model as 

recommendations for future research on the topic. 

 

Based on this first chapter, the following conclusions can be made: 

 

- The sources of value creation have transferred from hard tangible assets of 

the industrial age to Intellectual Capital. 

- Company’s market value is commonly defined as a sum of balance-sheet 

and Intellectual Capital value. 

- Intangibles are the key drivers of competitive advantage. 

- Intellectual Capital is significant issue in Strategic Management. 
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2. STRATEGY 

 

Based on the previous chapter, a review on Strategic Management literature has been 

made in this chapter. This is to find out how Intellectual Capital is taken into account in 

the discipline of Strategic Management. The concept of Strategy will be viewed from 

different perspectives to serve the objectives of the study. These perspectives include 

definitions, paradigms, models, process models, and further related strategic manage-

rial issues. Intellectual Capital ontology can be utilized in Strategic Management and 

company Strategy has been chosen as the guide line for IC development in this study. 

Understanding strategy and strategic issues provides an important base for Intellectual 

Capital development from the strategic point of view. The relationship between Strat-

egy, sustainable competitive advantage and Intellectual Capital will be high-lighted. 

 

“The fundamental question in the field of Strategic Management is how firms achieve 

and sustain competitive advantage” (Teece et al. 1997, p. 509). Kaplan and Norton 

(2004, pp. 4 - 5) argue that more than 75% of a company’s value is based on intangible 

assets and thus its strategy formulation and execution need explicitly to address intangi-

ble assets. “Intangible assets are of strategic importance and need to be taken into ac-

count in the process of strategy development as well as strategy execution” (Marr 

2005a, p. 148; Marr et al., 2003). 

 

Identification and management of these intangibles have not been satisfactorily ad-

dressed in the traditional strategy literature (Roos 2005, p. 124). 

 

Roos et al. (2001, p. 24) argue for the role of Intellectual Capital analysis in the strategy 

process, but especially in articulating the implications of the strategy process for the or-

ganization. According to them, there are issues like competences that could be discov-

ered before the strategy is decided, but managers often lack the language and forum for 

these debates on strategy. Following the Intellectual Capital approach can have power-

ful effects and the issues of strategy implementation become clearer. (Roos et al. 2001, 

pp. 25 – 26) 
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Grant (2005, pp. 14 - 18) provides a brief history of business strategy. The concepts and 

theories of business strategy have roots in military strategy. The concept of strategy can 

be traced back to ”The Art of War” of Sun Tzu (about 500 BC; 1988). As a term it has 

Greek roots: “Stratos” means “army” and “ag” means “to lead” (Evered, 1983). In mili-

tary terms, strategy is about winning the war and tactics are about winning the battles. 

In the business world during the 1950s and 1960s corporate planning emerged as a 

framework for planning the long-term development of the company. Corporate planning 

was based on macro-economic forecasts, which were then disaggregated into forecasts 

for company-specific markets and products. A typical corporate planning document was 

for five years and it set goals, objectives, and forecasts for key economic trends like 

market demand, market share, revenue, costs and margin. The major theme in corporate 

planning during the sixties and early seventies was planning diversification. This meant 

expansion into new business sectors, often through acquisitions. It was a time of enthu-

siasm for “scientific” techniques of decision making. During the 1970s circumstances 

changed. International competition became harder and sudden macro-economic changes 

like oil crises emerged in 1974 and 1979. It became clear that for the new, more turbu-

lent business environment it was just not possible to plan investment, production and 

personnel needs for five years ahead, because forecasting so far into the future was im-

possible. This resulted in a shift from planning to strategy making. The emphasis moved 

from managing detailed growth paths of the company into positioning the company in 

the market in relation to competitors in order to maximize profit potential. The new 

term Strategic Management focused on competition and competitive advantage as the 

main goal of strategy. During the late 1970s and into the 1980s the search for sources of 

profit was within the company’s external environments (e.g. Porter, 1980). By the 

1990s the focus of searching for sources of profit shifted from the external environment 

to sources within the company. The resources and capabilities became regarded as the 

main sources of competitive advantage and the primary basis for formulating strategy 

(Grant, 1991; Collins and Montgomery 1995, p. 119). This school of thought is known 

as a resource-based view (RBV) of the firm. According to this view, companies look 

inwards to find out what differentiates them from their competitors and design strategies 

to exploit these differences in order to have unique positions of competitive advantage. 

(Grant 2005, pp. 14 – 18) 
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Traditional views of business strategists have focused on models of strategy that em-

phasize the exploitation of market power, such as competitive forces and strategic con-

flict (Sharpiro, 1989). The seller’s market has shifted to a buyer’s market and customers 

have become more demanding (Marr and Spender 2004, p. 19). Global competition re-

quires companies to take an internal perspective of their resources in order to gain core 

competences and competitive advantage (Prahalad and Hamel, 1990). This internally 

focused view of strategy is based on the resource-based view (Wernerfelt, 1984; 

Barney, 1991) and the dynamic capabilities approach (Teece et al., 1997). These per-

spectives emphasize the matching of any external opportunities with internal resources 

and capabilities. (Marr 2005a, p. 147)  

 

2.1 Definitions of Strategy 

 

What is actually meant by strategy? One of the most prominent writers in the field of 

Strategic Management, Henry Minzberg, (1994, pp. 23 - 29) defines strategy as a plan, 

pattern, position or perspective. As a plan it means a direction, a guide or a course of ac-

tion into the future, a path to get from here to there. As a pattern, strategy is consistency 

in behaviour over time. Strategy as a position is defined by particular products in par-

ticular markets. This argument follows the definitions of Porter (1980; 1985). As a per-

spective, strategy means an organization’s way of doing things. Minzberg (1994, p. 24) 

defines the different forms of strategies (Figure 10): 

 

- Intended strategy – an intention or a plan for the future 

- Deliberate strategy – the intentions or the intended strategies that have been 

fully realized 

- Unrealized strategies – the intended strategies that have not been realized at 

all 

- Emergent strategies – the realized strategies or patterns, which were not ex-

pressly intended 
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Figure 10. The forms of strategy (Minzberg 1994, p. 24) 

 

Minzberg (1994, p. 25) argues, that after all, realized strategies are seldom if ever purely 

deliberate, nor purely emergent. Effective strategies mix these two forms of strategies 

reflecting the conditions at hand, notably the ability to predict and the need to react to 

unexpected events.  

 

Porter (1985, p. 1) gives the following definition for strategy: “Competitive strategy is 

the search for a favourable competitive position in an industry, the fundamental arena in 

which competition occurs. Competitive strategy aims to establish a profitable and sus-

tainable position against the forces that determine industry competition.” Ansoff (1984) 

defines strategy as a combination of certain decision-making rules, which drive organi-

zation behaviour. 

 

On a very general level, strategy is concerned with planning how goals will be achieved. 

When more precise definitions are needed, we are dependent on the context where the 

term strategy is used. In war, strategy is about victory over the enemy, but in business it 

is about the survival and prosperity of the company. Strategy is about the choice of 

where and how to compete, depicted in Figure 11. (Grant 2005, pp. 18 – 22) 
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Figure 11. The sources of superior profitability (Grant 2005, p. 22) 

 

Grant (2005, p. 23) and Bowman (1998, pp. 3 – 6) argue that it is important to distin-

guish between the three levels of strategy to avoid confusion: 

 

1. Corporate strategy – the responsibility of corporate headquarters. This is 

logical for the corporation, i.e. the reason why different businesses (strategic 

business units, SBUs) have been collected together. Synergy arguments may 

include economies of scale, sharing core competencies, cross-selling and 

leveraging a brand. Portfolio management logic reaches out for advantages 

by grouping businesses together. According to Grant (2005, p. 2), corporate 

strategy decisions include decisions about the investments in diversification, 

vertical integration, acquisitions, new ventures, resource allocation and di-

vestments. 

2. Business strategy – a critical issue for an SBU is competitive strategy. The 

following issues are important: markets to compete in, the segments of the 

market to focus on, how to compete in those segments, how to gain and sus-

tain the competitive advantage, what key competences are needed to realize 

this competitive strategy, how to organize the business, what is the current 
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stage of the business, what is needed to succeed with this strategy and how 

to move forward. 

3. Operational or Functional (cf. Grant, 2005) strategy – business level strat-

egy is implemented through the operational- or functional-level strategies, 

e.g. marketing, manufacturing, quality, information technology and finance 

strategies. In some cases, new specific task forces are set up or combined to 

meet the business level strategies. 

 

Drucker and Maciariello (2008, p. 125) define strategic planning as ”continuous process 

of making present risk-taking decisions systematically with the greatest knowledge of 

their futurity; organizing systematically the efforts needed to carry out these decisions; 

and measuring the results of these decisions against the expectations through organized, 

systematic feed-back”. Profit is the result of the strategy, not its objective (Robert 2000, 

p. 77). 

 

2.2 The Main Approaches to Strategy 

 

Strategy as a concept came into business language after the Second World War in the 

1950s, when it became increasingly important to tackle the discontinuities of the envi-

ronment (Ansoff, 1984). Since the 1960s, this simplified model (Figure 12) has been 

used in the field of Strategic Management research to understand the sources of sustain-

able competitive advantage. Most research has focused either on isolating a company’s 

opportunities and threats (e.g. Porter, 1980, 1985), describing its strengths and weak-

nesses (e.g. Penrose, 1958), or analyzing how these are matched to choose strategies. 

Although both internal analyses of organizational strengths and weaknesses and exter-

nal analyses of opportunities and threats (Figure 12) had received attention earlier, in 

the 1980s the work (e.g. Porter, 1980; Porter, 1985; Day 1990, p. 6) tended to focus on 

analyzing the external competitive environment. (Barney, 1991)  
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Figure 12. The relationship between SWOT analysis, the resource-based model and in-

dustry attractiveness models (Barney 1991, p. 100)  

 

It is important to link internal resources and competences with external opportunities. 

Companies with clear strategic intent and value proposition can use a top-down ap-

proach. This means starting with a strategic intent and then identifying the key re-

sources needed to deliver the strategy. In the form of a question: What are the critical 

resources and capabilities to deliver the value proposition? If the strategy or value 

proposition is diversified, then a bottom-up approach could be used. This means starting 

with the resources. What resources we do have and what are we good at?  To identify 

the resources, the managers of the organization could be asked to list the key resources 

and to rank them in relative order (Marr 2005a, pp. 149 – 150). 

 

Vanharanta (1995) argues for the continuous improvement of strategy and critical suc-

cess factors of a company, in order to grow stronger and more profitable. This continu-

ous development of strategy is also supported by Kaplan and Norton (2006). On this ba-

sis, Vanharanta (1995) has developed the Continuous Strategy Concept as a framework 

for strategic planning processes. The best possible results are achieved gradually, in 

small steps. The framework is based on the metaphor of the company as a part of a liv-

ing system. Continuous development of living companies requires company assets 

(capital), company structure (work) and company knowledge (people). An understand-

ing of business dynamics requires an understanding of the product world and the buyer 
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world, i.e. supply and demand. The Continuous Strategy framework in use ideally pro-

vides personnel encouragement, aid and an improved position to acquire a comprehen-

sive understanding of issues, concepts and characteristics both inside and outside the 

company. Thus, personnel become better motivated to continuously develop company 

characteristics. (Vanharanta 1995, pp. 27 – 30) 

 

2.2.1 Market Driven Strategy (Model 1) 

 

Kotler et al. (1999) define the market as a set of actual and potential buyers i.e. custom-

ers of a product or service (Figure 13). Originally the market was the place where buy-

ers and sellers gathered to exchange goods. Sellers constitute the industry and buyers 

constitute the market. (Kotler et al. 1999, p. 14)  

 

Figure 13. Industry and market (Adapted from Kotler et al. 1999, p. 15) 
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At the broadest level, competitive strategy is formulated according to four key issues 

(Figure 14): the strengths and weaknesses of the company, the values of the key deci-

sion makers, industry threats and opportunities, and other environmental expectations. 

These issues set the boundaries the company may successfully achieve. (Porter, 1980) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 14. The field of competitive strategy definition (Porter, 1980) 

 

Porter (1980) depicts the classic way of making strategy (Figure 15) as a standard. 

Competitive strategy combines goals and means. The goals are in the centre of the 

wheel. This means how the company aims to compete and what are the specific eco-

nomic and non-economic targets. Around the centre are the actions that are in a key po-

sition and with which the company aims to achieve the goals. The activities must be in a 

coherent relationship with each other.  
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Figure 15. The strategic wheel of competition (Porter, 1980) 

 

Competitive advantage is fundamentally based on the value that the company is able to 

make for its customers. Competitive strategy aims to find a favourable competitive posi-

tion in the industry that the company is competing in. Sustainable competitive advan-

tage gives a competitive position above the industry average in the long term. There are 

two issues affecting the selection of competitive strategy. The first factor is the attrac-

tiveness of the industry for long-term profitability and the factors behind that attractive-

ness. The second is the forces that determine the company’s relative competitive posi-

tion in the industry. The factors influencing attractiveness and profitability can be di-

vided into five competitive forces (Figure 16): the entry of new competitors, the threat 

of substitutes, the bargaining power of buyers, the bargaining power of suppliers and the 

rivalry among the existing competitors. (Porter 1985, pp. 1 – 4) 
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Figure 16. The five competitive forces (Porter 1980; 1985, p. 5) 

 

The aim of a competitive strategy is to tackle these competitive forces and in the best 
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of other companies. Two basic types of competitive advantage lead to three generic 

strategies (Porter 1985, pp. 11 – 14) by which competitors can be driven out of the in-

dustry: 

 

1. Cost Leadership – a broad target in competitive scope and competitive ad-
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2. Differentiation – a broad target in competitive scope and competitive ad-

vantage based on differentiation. Companies seek to be unique in its industry 

in some dimensions that are highly valued by customers. It is rewarded with 

a premium price. This strategy may be based on product itself, delivery sys-

tem, marketing system, and a broad range of other factors. 

3. Focus – a narrow competitive scope within the industry. The company se-

lects a segment or group of segments in the industry and focuses on serving 

them. It can achieve competitive advantage by optimizing its strategy for the 

target segments. This focus strategy has two variants: cost focus seeks cost 

advantage in the target segment, while differentiation focus seeks differentia-

tion in its target segment. 

 

It is possible to pursue more than one generic strategy but there is a risk of being “stuck 

in the middle” and losing competitive advantage. The cost leaders, differentiators and 

focusers have a better position to compete in any segments than a company that is stuck 

in the middle. (Porter, 1980, 1985) 

 

Minzberg (1994) argues that external strategic analysis should be used to interpret and 

clarify the condition of the environment to the management. Minzberg does not rely on 

forecasting as a method in regular strategic planning, but nevertheless finds it useful to 

build up different scenarios about the future. Relevant information concerning strategic 

analysis should be processed and shared in timely fashion and in the appropriate form 

for management use. (Minzberg 1994, pp. 368 – 369)  

 

Day (1990, p. 5) defines effective competitive strategy (Figure 17) as being clear and 

straightforward in its intent and direction. It specifies how to compete in the chosen 

markets. Strategies are directional rather than detailed plans of action. The direction is 

set by four choices: 

 

- Arena – the markets to serve and customer segments to target. What business 

are we in? What markets should we serve? What are the segments to target? 
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- Advantage – the positioning theme that differentiates the business from its 

competitors, e.g. the themes built on some combination of three thrusts: bet-

ter (quality or service), faster (sense and satisfy needs), and closer (relation-

ships). 

- Access – the selection of communication and distribution channels to meet 

the market 

- Activities – the appropriate scale and scope of activities to be performed 

 

 

 

 

Figure 17. Strategy as an integrated pattern of choices (Day 1990, p. 6) 

 

These choices (Figure 17) are highly interrelated since when one element changes it im-

plies changes to the others as well. The fifth set of choices deals with the adaptation of 

the strategy in the face of impending threats and emerging opportunities. (Day 1990, p. 

6) 
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In understanding the sources of sustained competitive advantage, this external environ-

mental focus has two embedded assumptions. Firstly, the companies in the industry are 

identical in the strategic resources and the strategies they pursue. Secondly, the hetero-

geneity of strategic resources in the industry is very low, because of the high mobility of 

these resources.  (Barney 1991, p. 100) This argument refers to the idea that the differ-

ences in company-specific resources would have been overlooked and the opportunities 

and conditions in the competitive market would have prevailed as an origin of strategic 

decisions in the market-driven view of strategy. 

 

Porter and Kramer (2011, pp. 6 – 7) argue that for decades, business people have stud-

ied positioning and overlooked the opportunities to meet societal needs. In understand-

ing the business environment, managers have focused most of their attention on the in-

dustry or on the particular business in which the company competes. The focus has been 

too narrow. Industry structure has a decisive impact on company profitability, but com-

panies have failed to grasp the importance of the broader business environment sur-

rounding their major operations. (Porter and Kramer, 2011) 

 

Customers constitute the market (Kotler et al. 1999, p. 14). According to Porter (1885, 

p. 5), customers, suppliers and competitors are the main players in industry. Grant 

(2005, p. 68) argues that the business environment consists of all the external influences 

that affect the company’s decisions and performance. According to him, a micro-

environment can be distinguished from the wider macro-environment (cf. Kotler et al. 

1999, p. 147). Customers, suppliers and competitors comprise the core of the business 

environment. Roos et al. (2005, p. 75) argue that partners and distributors can also be 

directly business-related entities. Also, more general environmental factors of e.g. po-

litical, economic and social trends are important to strategic analysis. (Grant 2005, p. 

68)  

 

Kotler et al. (1999) divide the company’s environment into micro- and macro-

environments. The micro-environment includes suppliers, competitors and customers. 

The influential forces in a company’s macro-environment are demographic, economic, 

natural, technological, political and cultural forces etc. (Kotler et al. 1999, pp. 147 – 
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153) Länsiluoto and Eklund (2008, p. 403) argue that analyzing one level of the com-

petitive environment is not enough. According to Pettigrew and Whipp (1992), Länsilu-

oto and Eklund (2008) argue that a competitive environment can and should be ana-

lyzed on several different levels i.e. macro-, industry- and company-specific environ-

ments. 

 

Roos et al. (2005, p. 75) use a more subtle division into directly and indirectly business-

related relational resources. Indirectly business-related relational resources cover rela-

tions with entities, e.g. owners, media, regulatory bodies, local government, national 

government and educational institutions. Based on the previous paragraphs and former 

strategy theories, external strategic analysis can be classified into the categories de-

picted in Figure 18.  

 

 

 

Figure 18. Contextual Capital model (Model 1) 

 

A business core, i.e. suppliers, competitors and customers, can be distinguished (Figure 

18) inside the Business Environment (Grant 2005, p. 68). In the background, the Envi-
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ronmental Context affects Markets, Business Areas, Industries and surrounding Busi-

ness Environments such as the company itself. The Market is comprised of customers. 

On the Market there may be competition and suppliers, just like in Industry. The com-

pany’s Markets may be located for instance in different countries and thus different 

markets may have different kinds of Business Environments with players including the 

media, regulating authorities, national governments and other stakeholders. From the In-

tellectual Capital perspective, the company’s external context can be seen as Contextual 

Capital, i.e. intangibles that can be used to create value. Changes in market demand, 

ecological trends, technological development, regulations etc. may have significant ef-

fects on the company’s competitive position and market value. 

 

2.2.2 Resource-based Strategy 

 

From the end of the 1950s until the end of the 1990s, the resource-based perspective 

(e.g. Penrose, 1958; Wernerfelt, 1984; Barney, 1991) on business strategy was devel-

oped. This emphasized resource efficiency rather than competitive forces. The resource-

based perspective noted that companies have differentiated or unique resources and ca-

pabilities. It focused on strategies based on existing company-specific assets. Since 

some of the company assets are intellectual, it follows that skills, knowledge manage-

ment, know-how and learning are fundamental strategic issues. During the 1990s, re-

search evolved on Intellectual Capital (e.g. Stewart, 1991; Edvinsson and Malone, 1997; 

Sullivan, 2000) and IC as a fundamental driver of business success, dealing with invisi-

ble assets and Human Capital. (Sullivan 2000, pp. 239 - 241)  

 

At the same time, in the 1990s, the disciplines of core competences (e.g. Prahalad and 

Hamel, 1994), the learning organization based on system theory (e.g. Senge, 1990) and 

knowledge management (e.g. Nonaka and Takeuchi, 1995) arrived on the business 

scene. Porter’s value chain concept (1985, p. 37) can also be seen as a recognition of 

company resources in strategic thinking as a source of competitive advantage (cf. 

Barney 1991, p. 105). Green and Ryan (2005, p. 46; ref. Allee, 2000) argue that the 

network value chain is a concept that could be used to expand the existing value chain 
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concept to include intangible assets. These disciplines further highlight individual and 

organizational resources as sources of (sustainable) competitive advantage. 

 

Wernerfelt (1984, p. 172) describes a “resource” as a strength or weakness of a given 

company. Resources can be tangible or intangible assets tied semi-permanently to the 

company, e.g. brand names, in-house knowledge of technology, skilled personnel, trade 

contacts, machinery, efficient procedures, capital etc. These resources and capabilities 

must be embedded in the end products or services to create value for the customers. 

“Most products require the services of several resources and most resources can be used 

in several products” (Wernerfelt 1984, p. 171). 

 

Company resources can be heterogeneous and immobile. The company resource must 

be valuable, rare, imperfectly imitable and non-substitutable to be considered as a pos-

sible source of sustained competitive advantage. Resources are valuable when they en-

able the company to conceive of or implement strategies that improve efficiency or ef-

fectiveness, and likewise when they exploit opportunities or neutralize threats from the 

environment. The environmental models (cf. market driven view) of competitive advan-

tage help to isolate those company-specific attributes that exploit opportunities and/or 

neutralize threats, hence they may be called resources. The resource-based model then 

suggests what the required additional characteristics these resources must possess to be 

able to generate sustained competitive advantage. (Barney 1991, pp. 105 - 106) 

 

According to the competence-based perspective, the core competencies of a company 

are the source of sustainable competitive advantage, not discrete individual assets. Core 

competences are usually the result of collective learning processes and are embedded in 

business activities and processes. Core competences are unique capabilities, which usu-

ally span multiple products or markets. In comparison with the resource-based view, 

this competence-based approach stresses the development of the right competencies for 

the long-term success of a firm. (Hafeez et al. 2002, pp. 28 - 29) 
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According to the Sauri (1995, pp. 20 – 21), a company’s core competence is derived 

from the critical success factors of its business strategy. Core competence is a source of 

competitive advantage (Hamel 1994, p. 18). Prahalad and Hamel (1994, p. 279) use the 

house metaphor (Figure 19) to depict the sources of a diversified company. The end 

products are marketed under a comprehensive brand. Under the same brand there are 

business units, which are based on the core products and fundamentally on the core 

competences.  

 

           

          Brand 
 
          Business Units 
 
           
          Core Products 
 
          Core Competence 

  

Figure 19. An alternate conception of diversified firm (Prahalad and Hamel, 1994)  

 

According to Prahalad and Hamel (1994, pp. 224 – 229), core competence is a source of 

competitive advantage and must meet three tests:  

 

- Customer value – the core competence must make a clear contribution and 

be perceived by the customer. 

- Competitor differentiation – the core competence enables differentiation 

from the competitors and imitation is difficult. 

- Extendability – the core competence enables the company to enter new mar-

kets in the future and can be a source of new products and services. 

 

According to Prahalad and Hamel (1994), companies should acquire and develop essen-

tial competences and technology to be able to build core competences, which are crucial 

for competition in future markets.  
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There are opinions that the resource-based view (RBV) is the dominant theory in strat-

egy literature (Newbert 2007, p. 121) and that heterogeneity at a firm’s assets is the cen-

tral factor in explaining the varying performance between one firm and another (López 

2005, p. 662). López (2005, pp. 663 – 667) argues that RBV does not adequately ex-

plain the process via which some firms reach positions of competitive advantage in dy-

namic markets or in situations of change. He emphasizes a more dynamic approach as 

an addition to the static nature of the resource-based approach in developing core com-

petences and competitive advantage. Godfrey and Hill (1995, p. 531) argue that unob-

servable constructs lie at the core of number of theories in Strategic Management, e.g. 

in the resource-based view. 

 

2.2.3 Evolvement of Strategic Thinking 

 

According to Roos (2005, p. 131), Phelan (1997) argues that the contribution of Amit 

and Schoemaker’s work (1993) arises from the suggestion that competitive forces and 

resource-based view are in fact two sides of the same coin and are fundamentally inter-

related (Figure 20).  

 

 

 

Figure 20. Theory of integrated strategy (Amit and Schoemaker 1993, p. 37) 
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Strategic industry factors are the key determinants of a firm’s profitability in an indus-

try. This clearly relates to Porter’s (1985, p. 5) five-force model. Likewise, the defini-

tion of strategic assets relies heavily on the resource-based language of competitive ad-

vantage. It is clear that the Intellectual Capital perspective with strategic logic frame-

work is direct improvement and extension of this thinking. (Roos 2005, pp. 130 – 131) 

 

Resources are mostly defined as elements, inputs or factors from which the company 

performs its activities (Martin-de-Castro et al. 2006, p. 325). Capability is a routine or a 

set of interacting routines (Grant 1991, p. 122). Capabilities arise from the combination 

and coordination of different resources (Martin-de-Castro et al. 2006, p. 325; ref. Amit 

and Shoemaker, 1993; Prahalad and Hamel, 1990; Teece et al., 1997) and lie in organ-

izational routines that are intangible. Capabilities are intangible and the main source of 

them is organizational learning (Martin-de-Castro et al. 2006, p. 325; ref. Leonard-

Barton, 1995; Teece et al., 1997). The resources are independent, simple and static, 

while capabilities are collective, complex and dynamic (Martin-de-Castro et al. 2006, p. 

325).  

 

Sanchez et al. (1996, p. 8) define organizational competence as the ability to sustain co-

ordinated deployment of assets and capabilities in a way that promises to help a com-

pany to achieve its goals. Skills are ”micro-level” knowledge-in-action of an individual, 

and company capabilities are “macro-level” knowledge-in-action of an organization. 

(Sanchez and Heene 1997, pp. 5 - 6)  

 

In the Strategic Management literature, the Resource Based View (RBV) and Market 

Driven View (MDV) have lived side-by-side (Figure 21) since the 1950s, although the 

latter one prevailed in the 1980s. The Knowledge-Based View (KBV) grew out of RBV 

(Nonaka et al. 2008, p. 6). Through the Intellectual Capital (IC) and Knowledge Man-

agement (KM) paradigms, after the beginning of the knowledge era in 1990s, these 

main streams of thought came closer to each other again.  
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The search for “the sources of sustainable competitive advantage” (Figure 21) led to 

evaluation of company specific resources to tackle the opportunities and threats of a 

company specific competitive environment. Barney (1991, pp. 105 - 106) stated that a 

firm’s resource heterogeneity and immobility may be criteria for resources to be treated 

as possible sources of sustainable competitive advantage. The focus turned inward to 

the company. From the demand for sustainability aroused the comparison between the 

tangible and intangible resources. 

 

Like the Dynamic Capability View (DCV), Teece et al. (1997; Teece, 2007) emphasize 

the dynamic nature of company-specific capabilities. The knowledge resources and In-

tellectual Capital including Human Capital were found to be the key elements to create 

sustainable competitive advantage for the company (e.g. Marti 2001, p. 150; Roos et al. 

2005, p. 19). Marr (2004, p. 559; ref. Marr et al., 2002) argues that Intellectual Capital 

(IC) is widely recognized as the critical source of true and sustainable competitive ad-

vantage, supported by e.g. Wang (2008, p. 546), Ricceri (2008, pp. 2 – 8), Marti (2001), 

Sullivan (2000, pp. 228 – 229), Ullrich (1998) and Sveiby (1997, pp. 8 – 10). Compa-

nies should focus on intangibles, because they are the key to sustainable value creation 

(Lapointe and Cimon 2009, p. 47).  

 

 

 

Figure 21. The search for the roots of sustainable competitive advantage 
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DCV can be described as an evolved strategic trend that emerged from the RBV and the 

KBV and which endows them with a more dynamic nature. The DCV lays emphasis on 

the strategic value of certain higher order resources (dynamic capabilities) for managers, 

which allow the generation and renewal of core competences as well as competitive ad-

vantages (organizational learning process). (López 2005, pp. 664 – 667) 

 

The term “dynamic capabilities” refers to the firm’s ability to integrate, build upon and 

reconfigure internal and external resources and functional competences to deal with en-

vironments which are constantly evolving (Teece et al. 1997, p. 515). According to 

Teece et al. (1997; Teece, 2007), one key implication of the dynamic capabilities con-

cept is that firms are not only competing on their ability to exploit their existing re-

sources and organizational capabilities, but they are also competing on their ability to 

renew and develop their organizational capabilities (Nielsen 2006, p. 59). Teece and 

Nonaka (Nonaka et al. 2008, p. xi) argue that firms differ not just because of their het-

erogeneous resources, but because managers have different visions of the future. 

 

Dynamic capabilities approach links the market-based and the resource-based views. 

Within the resource-based view, there are two streams of thought: static and dynamic. 

Static stream highlights the stocks of strategic relevant resources as the foundations of 

competitive advantage. According to the dynamic stream, it is just not enough to accu-

mulate these stocks of strategic relevant resources in order to support competitive ad-

vantage. These resources must be effectively managed. To achieve and maintain com-

petitive advantage, organizations must learn dynamically to use their resources effec-

tively (Prahalad and Hamel, 1990; Senge, 1990; Nonaka and Takeuchi, 1995) and to 

build and consolidate competences that enable individual business to adapt quickly to 

changing opportunities (Prahalad and Hamel 1990, p. 81). Organizations develop their 

strategic resources and renew these to achieve congruence with the changing environ-

ment. This is known as “dynamic capability” and it highlights the need to strategically 

manage Intellectual Capital (knowledge resources). The value is primarily created by 

the conversion between tacit and explicit forms of knowledge, transferring it between 

the individuals and transforming it from one form to another (cf. Roos et al. 2005, p. 
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109). Understanding transformations is crucial for the management of Intellectual Capi-

tal. (Ricceri 2008, pp. 3 - 8) 

 

Doz and Kosonen (2008, pp. 8 – 9) refer to Kallasvuo, the former CEO of Nokia, by ar-

guing that it is not enough anymore just to set the vision and strategy and then start to 

follow it. Alertness is needed all the time to renew the strategy. The rules and the indus-

try itself may change by sudden discontinuities. They use terms “strategic agility” and 

“fast strategy” to describe this new game of strategy. It results from a mix of stability in 

processes and people, in values and aspirations, and of sensitivity and flexibility in per-

ception, fluidity in resource deployment, and leadership unity in making collective 

commitments. This is specially needed in knowledge-intensive companies. Insight 

needs to prevail over foresight and fast pattern recognition is more important than accu-

rate strategic scenarios. By playing this strategic game, the environmental perceptions 

reshape the insights, and actions that are fast enough may be able to affect the evolve-

ment and shape markets to a company’s advantage. Digitalization, globalization and de-

regulation have eroded industry boundaries and thus widen strategic arenas. (Doz and 

Kosonen 2008, pp. 8 - 11)  

 

There are two layers of value creation (Doz and Kosonen 2008, pp. 12 - 13) that need to 

be taken care of by a corporate management team: 

 

- The corporate level – the value creation logic of the corporation as a 

whole, i.e. what value it adds to the business level to belong to a cor-

porate group? These may be integrated activities like logistic and 

manufacturing, shared intangible assets like corporate brand, coordi-

nated strategic actions and integrated approaches to common custom-

ers. 

- The business level - the quality of business model for each of the busi-

nesses in the company. 
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The lack of ability to develop an integrated corporate value creation logic often leads to 

growing pressure to split the company. Continuous redirection and/or reinvention of 

core business, without losing momentum, provide an attractive framework to tackle the 

fast strategy game. (Doz and Kosonen 2008, pp. 14 – 15) According to Doz and      

Kosonen (2008, pp. 17 – 35), the three fundamental shifts for the top management are: 

 

- Strategic sensitivity - (foresight and specially insight), putting more empha-

sis on insight-based strategic sensitivity and making sense of current situa-

tion than anticipating future actions. In the extreme conditions of speed, un-

certainty and complexity where industry foresight and insight cannot be 

done, it may be better just to test than guess.  

- Collective commitment - strong internal dialogue around the key strategic is-

sues to build the collective commitment of key executives. 

- Resource fluidity - in redeployment and sharing. The resources need to be 

“unlocked” from organizational “silos.” This challenge is mostly cognitive 

and political. 

 

Kim and Mauborgne (2005) use the concept “blue ocean strategy” to describe how to 

create new market space and thus make the competition irrelevant. The “red oceans” 

mean all the existing industries, i.e. markets. The competition is hard and it colors the 

oceans red. The “blue oceans” represent all the industries or markets that do not yet 

even exist. Unfound market space, creation of new demand and very beneficial growth 

possibilities are typical features of “blue oceans.” The ”blue oceans” can be created far 

from the current industry boundaries or among the “red oceans” by widening the exist-

ing industries. (Kim and Mauborgne 2005, pp. x, 4 - 5) 

 

Value innovation is the corner stone of the “blue ocean strategy.” It means that the value 

perceived by the customer needs to be raised and at the same time, costs need to be de-

creased. The costs will be reduced by finishing or reducing the elements that are under 

the competition and not valued by the customers. The value for the customer will be in-

creased by creating and emphasizing the elements that have not been offered earlier to 
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the customers. The value innovation is actually the strategy that covers all the functions 

of the company. Strategy profile is a useful tool to compare current industry actors, their 

strategies and industry specific competitive factors to define a new value curve, i.e. 

“blue ocean” strategy. (Kim and Mauborgne 2005, pp. 16 – 17, 25 – 26) The four cru-

cial questions (Kim and Mauborgne 2005, p. 29) in crafting a new value curve are: 

 

- Eliminate – which of the factors that the industry takes for granted should be 

eliminated?  

- Reduce – which factors should be reduced well below the industry standard? 

- Raise – which factors should be raised well above the industry standard? 

- Create – which factors should be created that the industry has never been of-

fered? 

 

Kim and Mauborgne (2005, p. 37) argue that there are three important qualities for a 

good strategy. These are focus, divergence and a compelling tagline. Strategy profile 

should indicate the clear focus on the value curve. It focuses on certain factors. The 

value curve should be different compared to competitors in the industry and it includes 

new value factors. A good tagline delivers a clear message and also advertises offering 

truthfully. 

 

The “blue ocean” metaphor is fascinating, but how much does it actually differ after all 

from for example Porter’s (1985, p. 14; 1980) idea of differentiation? After the com-

pany has created a new industry, reshaped the existing one, or differentiated their value 

proposal, classically it means that the competitors will follow very soon with their own 

ideas, depending on the insight/foresight of industry attractiveness.   

 

In the business world, strategic thinking has always been an interplay between the com-

pany and its customers. How to satisfy customer needs profitably and in a sustainable 

way with one’s own resources? The demands for sustainable competitive advantage 

have led to intangibles, Intellectual Capital and Human Capital, thus emphasizing the 

need to manage them strategically. The current state of the art on Intellectual Capital is 



 58 

in its implementation stage, which involves efforts not only to describe Intellectual 

Capital, but using it as a framework both to understand value and manage it for strategic 

outcomes (Chatzkel 2006, p. 569). 

 

Strategic analysis of the company’s internal and external environment support strategic 

thinking and the strategy creation process. According to Grant (2005, p. 68), environ-

mental influences around the industry can be classified by source e.g. political, eco-

nomic, social, technological factors (PEST analysis) or proximity (micro- and macro-

environments). He argues that systematic, continuous and extensive environmental 

analysis of a whole range of external influences around the industry is unlikely to be 

cost-effective and creates information overload. 

 

D’Aveni et al. (2010, p. 1374) discuss hyper-competition and temporary competitive 

advantages in conditions of rapid change, where the boundaries of industries blur and 

are hard to define. Considerable thought has also been given to the idea that continuous 

strategy innovation is necessary in disruptive environments (D‘Aveni et al. 2010, p. 

1371; Vanharanta 1995, pp. 27 – 28). 

 

2.3 Strategic Management  

 

“Strategic management can be defined as the art and science of formulating, implement-

ing and evaluating cross-functional decisions that enable an organization to achieve its 

objectives” (David 2001, p. 5).  

 

As a process, strategic management consists of three stages: strategy formulation, strat-

egy implementation and strategy evaluation (David 2001, p. 5). Minzberg (1994, p. 392) 

describes the strategy process on a general level, see Figure 22. Strategic analyses of in-

ternal and external environment like the feedback from the comparisons of expected and 

actual strategic performance are needed as an input into the “black box” of strategy 
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creation. An outsider may play an important role in promoting creative strategic think-

ing of the future and supporting the process as a catalyst.  

 

The strategy formation itself is an unrevealed creative action, which results strategy in 

some form. The strategic planning phase actually starts after the strategy has been cre-

ated and it may result in plans for implementation. Strategic planning may also harm the 

company by preempting flexibility that is needed in fast-changing environments. So the 

plans are the results from the strategic planning phase, but the intent and complexity of 

them need to be adjusted according to the context they are applied in. (Minzberg 1994, 

p. 392) 

 

 

 

Figure 22. Phases of strategic action (adapted from Minzberg 1994, p. 392) 

 

Sullivan (2000, p. 253) argues that the process of thinking into the future (developing 

plans and strategies) is well-known and there is a general agreement that it flows as de-

picted in Figure 23. The strategy development process can be divided into strategic 

thinking and strategic planning phases. 

 

 

Figure 23. The Strategy development spectrum (Sullivan 2000, p. 253) 
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The strategy development process (Figure 23) usually begins by defining the mission of 

the company i.e. why the company exists. The internal and external contexts of the 

company will be analyzed to understand the conditions and possibilities of the company 

and its capabilities for competing. After that, the vision of the desired future will be de-

scribed, i.e. what the company wants be in the future. Next, the giant steps (objectives) 

and near-term or one-year steps (goals) will be defined for achieving the vision. This is 

the point where the strategy or the plan to achieve the vision, objectives and goals 

emerges. This closes the phase of strategic thinking and is followed by strategic plan-

ning. (Sullivan 2000, p. 252 – 254) 

 

According to Minzberg (1994, p. 392) and the definitions above, strategic management 

covers the following phases: strategic analysis, strategy creation, strategic planning, 

strategy implementation and strategy evaluation. 

 

2.3.1 Strategy Creation  

 

Strategy formulation includes mission, vision, internal and external strategic analysis, 

strategic objectives, alternative strategies and selecting particular strategies to pursue 

(David 2001, p. 5). 

 

Minzberg (1994, pp. 89, 392 – 393) argues that strategy formation can be thought of as 

an impenetrable ”black box” of strategy creation (Figure 22). It is more about creation 

than planning, although the analyses, planners, planning and plans do have an important 

role around the “black box”, but not inside. Although managers often make the deci-

sions based on their intuition, strategic analysis information has an important role in de-

veloping that intuition for better decision-making quality. (Minzberg 1994, pp. 89, 392 

– 393) 

 

Regarding internal strategic analysis, Grant (2005, p. 139) takes a wider view on a 

firm’s resources, saying that the tangible, intangible and human resources should be 
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identified. Grant (2005, p. 139) argues that in order to create competitive advantage, 

these resources should work together to create organizational capability.  

 

According to Schwenk (1984, p. 115), the three stages of strategic decision-making 

process are goal formulation, strategic alternatives creation, and evaluation and selec-

tion. Strategic thinking involves (Sullivan 2000, p. 252 – 253): 

 

- Describing the company as it exists and its desired form in the future 

- Identifying the required growth steps to get from here to there 

- Developing a schedule for each step 

 

Minzberg (1991, pp. 21 - 25) describes strategic thinking as “seeing”. It does not follow 

an industry recipe, or copy a competitor’s strategy, or merely continue what has been 

done. Strategic thinkers are more like “visionaries”. Good visions of the future are 

based on understanding the past. This does not mean extrapolation. The “forest” should 

be seen as well as the “trees,” i.e. the “big picture” is “painted” out of the details. Also, 

creativity is needed to see differently from other people. Conventional wisdom needs to 

be challenged. Strategic thinking also requires a context in which to place the outcomes 

of creativity, and to do all this in ethically correct way. After all, the strategic thinker 

should “see” it through to make it happen. In other words, strategic thinking requires 

analyzing, understanding, synthesizing, creativity, courage, ethics and the ability to get 

it done. (Minzberg 1991, pp. 21 - 25) Robert (2000, pp. 49 – 53) lists four obstacles to 

strategic thinking: 

 

- Strategy suffers from a fuzzy vision 

- Management is talking about operational issues 

- No crisis, no strategy 

- No formal process 

 

It is clear that systematic analysis has a vital input in the strategy process. Otherwise, 

strategy formulation can be chaotic with no bases for comparing and evaluating alterna-
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tives. Concepts, theories and analytical frameworks are not substitutes for experience, 

commitment and creativity, they may even stimulate instead of preventing creativity and 

innovation. (Grant 2005, p. 26) 

 

2.3.2 Strategic Planning   

 

Strategic planning (programming) starts from the formulated strategies, operationalizing 

them into detailed plans. The plans serve in roles of communication and control for the 

external environment, internal organization and strategy creation process. The roles of 

planning and planners in respect to strategy are (Minzberg 1994, p. 392 - 393): 

 

- To program strategies, i.e. operationalize them  

- For purposes of communication 

- For purposes of control and coordination in the roles of plans 

- To find strategies as logic in action 

- To feed data and analyses into the strategy formation process 

- To scrutinize the strategies that come out of the strategy formation process 

- To stimulate others to think strategically and be more knowledgeable about 

the strategy formation process in general 

 

Strategic planning requires identifying the major obstacles on the way to achieving 

company targets and milestones and developing the action plans needed to reach the 

targets with the available resources (Sullivan 2000, p. 254). 

 

The importance of “business models” has been pointed out in the literature quite re-

cently. Important “business model” decisions include technological choices, market 

segments to be targeted, financial terms (sales vs. leasing), sale strategies (bundled vs. 

unbundled) and joint ventures vs. licensing vs. go-it-alone. “A business model is a plan 

for the organizational and financial ‘architecture’ of a business”. (Teece 2007, pp. 1329 

- 1330) 
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Osterwalder and Pigneur (2002, p. 2) describe the “business model” as the logic of a busi-

ness system to create value. It is located between strategic and operational levels (Figure 

24). They propose that a business model is a conceptual and architectural implementation of 

a business strategy and a foundation for the implementation of business processes. Järnstedt 

(2005, p. 51) argues that a business model captures how the company is organized, what 

services are outsourced and what will be done by the company itself.  

 

 

 

Figure 24. Business logic triangle (adapted from Osterwalder and Pigneur 2002, p. 2) 

 

A business model is a company’s logic for making money in the current business envi-

ronment. It includes the value propositions for the stakeholders and operations how to 

carry out these promises. These are fundamental issues for all companies. (Linder and 

Cantrell 2001, p. 13)  

 

Since a business model is a framework for making money, it is dependent on the deter-

minants of company’s profitability (Figure 25). Industry factors and company-specific 

factors can be seen behind the profitability. Industry factors include competitive forces, 

cooperative forces and the macro-environment. Company-specific factors are resources, 

activities and positions. The resources can be tangible, such as plants, or intangible such 

as patents, skills and knowledge. Activities are related to questions: what, how and 

Planning Level 

Architectural Level 

Implementation Level 
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when to perform. Positions cover issues like customer value, market segments, sources 

of revenue, relative positioning against the competitive forces and price. From a busi-

ness model point of view, the Strategic Management concepts are seen from a money-

making perspective and in more detail than in conventional Strategic Management ter-

minology. The components of a business model are industry factors, company re-

sources, activities and positions, and costs. (Afuah 2004, pp. 2 - 13) 

 

 

 

Figure 25. Determinants of profitability (Afuah 2004, p. 4) 

 

A business model is the concept of an underlying economic logic behind a business. It 

can be tested in two ways: “Does the story make sense?” and “Does the business cover 

its costs and yield enough return on capital?” A Business Model is not the same as strat-

egy – e.g. it does not take competition into account. (Magretta 2002, pp. 87, 90 – 91)  

 

2.3.3 Strategy Implementation and Evaluation  

 

Strategy implementation means mobilizing employees and managers to put the strate-

gies created into action. It is often recognized as the most difficult stage in Strategic 

Management. Strategy implementation requires personal discipline, commitment and 
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sacrifice. Successful strategy implementation depends upon managers’ ability to moti-

vate employees, which is more of an art than a science. (David 2001, p. 6) 

 

Kaplan and Norton (2001, p. 1; 2004, xi) state that in strategy-focused organizations 

more than 70 % of the strategies fail. The real problem is not bad strategy – rather its 

bad execution. Most companies do not succeed in implementing their strategies. Robert 

(2000, p. 38) supports this statement by arguing that almost every CEO admits, “Devel-

oping strategy is easy, but its implementation is difficult”. 

 

Mankins and Steele (2005, pp. 68 - 72) argue that the strategy-to-performance gap can 

be closed by improving strategy and its implementation at the same time. They provide 

a list of important actions to perform this: 

 

- Keep it simple 

- Debate assumptions, not forecasts 

- Use a rigorous framework and speak a common language 

- Discuss resource deployments early 

- Clearly identify priorities 

- Continuously monitor the performance 

- Reward and develop execution capabilities 

 

In order to achieve strategic outcomes, objectives need to be converted into measures 

and short time goals. It is not enough simply to set objectives - resources like human re-

sources, funding and other capacity are required too. Organizations need to start projects 

to achieve results and all the strategic objectives. In other words, strategy implementa-

tion is managed by projects. (Kaplan and Norton 2004, p. 52) Kaplan and Norton (2006, 

p. 3) list the main processes to be managed in order to implement strategy successfully. 

These processes are: 

 

- Mobilization - change management done by company management 

- Strategy translation - argumentation of strategy in operational terms 
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- Organization alignment - organization alignment with strategy 

- Employee motivation - making strategy part of everyone’s daily work  

- Governance - making strategy a continuous process 

 

“People don’t execute a strategy unless they are committed to it” (Robert 2000, p. 39). 

It is important to get the right people involved in the strategy process. Active participa-

tion of middle- and lower-level managers (cf. Nonaka and Takeuchi 1995, p. 127) is 

important to bring the people closest to the customer into the process (Barringer and 

Bluedorn 1999, p. 426). Strategy making is a social learning process associated with 

three levels of management: operational, middle, and corporate. (Burgelman, 1998)  

 

Managers need to know if the strategies are working well. Strategies need to be moni-

tored because external and internal factors are changing all the time. There are three 

main strategy-evaluation activities: reviewing internal and external factors, measuring 

performance and taking corrective actions. (David 2001, p. 6)    

 

2.3.4 Intellectual Capital in Strategic Management  

 

According to Marr et al. (2003, p. 443), the two most important reasons why companies 

measure IC are to help companies formulate strategy and assess strategy execution. 

They argue that in the field of IC measurement, there is little empirical evidence to drive 

strategy formulation and some empirical evidence showing how IC drives performance.   

 

The purpose of the literature overview (Chapter 2) was to examine how Intellectual 

Capital has been taken into account in Strategic Management literature. Based on the 

overview and the summary (Table 2), as a term Intellectual Capital is mainly absent and 

as a phenomenon, mainly embedded in Strategic Management research. 
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Table 2. Intellectual Capital in Strategic Management literature 

Ref. Author(s) Focus  Comments Role of IC IC frame-

work 

1984, 

p. 172 

Wernerfelt Resources Intangible and 

tangible assets 

Recognized as 

value source 

no 

1985, 

p. 122 

Porter Value chain Differentiation Embedded no 

1991, 

p. 101 

Barney Heteroge-

neous       

resources 

Valuable, rare, 

imperfectly imi-

table and non-

substitutable 

Considerable, 

embedded 

no 

1994 Minzberg Strategy  

creation 

process 

Strategy  

creation vs. stra-

tegic planning 

Absent or   

embedded 

no 

1994, 

pp. 224 

- 229 

Prahalad 

and Hamel 

Core  

competence 

Valuable,      

differing, hard 

to imitate and 

extendable 

Remarkable 

and embedded 

no 

1994 Senge Learning   

organization 

Systems  

thinking 

Considerable 

and embedded 

no 

1995 Nonaka 

and      

Takeuchi 

Knowledge 

creation 

Tacit and       

explicit     

knowledge 

Embedded, 

considerable 

no 

1995, 

p. 30 

Vanha-

ranta 

Continuous 

strategy 

Capital, work 

and people 

Embedded no 

1996 Kaplan 

and     

Norton 

Strategy  

execution,  

measuring  

Financial,     

customers,  

processes, learn-

ing and growth  

Considerable partly 

over-

lapping  

1997 Teece Dynamic   

capabilities 

Orchestrating 

intangible assets 

Considerable no 

2001 David Strategic 

manage-

ment 

Strategic     

management 

process 

Embedded no 

2005, 

p. 139,  

140, 

147 

Grant 

 

Strategy 

analysis 

Tangible, intan-

gible and human 

resources and 

capabilities  

Considerable 

value source in 

internal strate-

gic analysis 

no,  

only      

examples  

2005, 

p. 12 

Kim and 

Maubor-

gne 

Blue ocean 

strategy 

Avoiding    

competition, 

value innovation 

Embedded or 

absent 

no 

2008, 

pp.      

8 - 9 

Doz and 

Kosonen 

Fast      

strategy 

Continuous 

alertness to    

renew strategy 

Absent or   

embedded  

no 

2010 D’Aveni 

et al. 

Temporary 

advantage 

Hyper  

competition 

Absent or      

embedded 

no 
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The overview covers various authors regarding strategy since the 1980s. Kaplan and 

Norton (1996) use a Balanced Scorecard framework for strategy execution and some au-

thors provide lists of intangible resources for internal strategic analysis purposes. Intel-

lectual Capital is recognized, but IC models are not provided or used in Strategic Man-

agement literature.  

 

The most important strategic assets tend to be intangibles (Itami 1987, p. 12), but the 

identification and management of intangibles have not been addressed enough in tradi-

tional strategy literature (Roos 2005, p. 124). The overview (Table 2) supports this ar-

gument. 

 

The following prominent conclusions can be made based on chapter 2: 

 

- Strategy is about achieving and sustaining competitive advantage. 

- Strategy is fundamentally an interplay between a company and its external 

environment. 

- Company-specific unique assets (if any) like Human Capital, Intellectual 

Capital and Core Competences are potential sources of sustainable com-

petitive advantage. 

- Alertness and strategic agility are required to succeed in highly turbulent 

environments. 

- Corporate and business level strategies deal with their own value creation 

logic. 

- Value innovation is one possibility to enter the market with no competition. 

- Strategy is created, strategy implementation can be planned and needs to be 

managed. 

- Business models can be used to link strategy and operational level. 

- Intellectual Capital is not taken into account enough in Strategic Manage-

ment. 
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3. INTELLECTUAL CAPITAL 

 

In this chapter, the mainstreams of Intellectual Capital with definitions and models are 

explored. In addition, the paradigms of managing and monitoring Intellectual Capital 

are examined. The contributions of the main authors since the 1990s to the field are de-

scribed. The review contains definitions, components, structures, models, roles, focus, 

perspectives, measurement, and the management and reporting of Intellectual Capital. 

This chapter also constitutes an important part of the formulation of the knowledge base 

for conceptual analysis (Figure 9). A summary of definitions and prominent models of 

Intellectual Capital is given in this chapter. 

 

According to Sullivan (2000, pp. 4 – 5), there are many kinds of opinions and under-

standings regarding Intellectual Capital. The terms and definitions are often broad, con-

tradictory and confusing. In spite of the confusing definitions, a commonly accepted set 

of components (Figure 26) can be given.  

 

 

 

Figure 26. Elements comprising Intellectual Capital (Sullivan 2000, p. 5) 

 

The diversified definitions of Intellectual Capital are due to the different perspectives 

and interests of its users. Companies see and define Intellectual Capital from their own 

point of view and the perspectives and interests of the others are ignored. Those who are 

interested in knowledge and learning tend to see Human Capital and the tacit compo-

nents of Intellectual Capital in the foreground. Their interest usually concentrates on the 
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creation of new or more knowledge, and the methods and environments related to it. 

(Sullivan 2000, pp. 4 - 6) 

 

There is little agreement and much confusion regarding the definition of IC (Marr, 

2005, p. xiv). A universally accepted definition of IC is still absent (Leon, 2002; 

Bañegil and Sanguino 2007, p. 192, 195; Choong 2008, p. 628). Dumay (2009, p. 192) 

argues that no one view, other than the concept of intangibility, has gained consensus. 

However, a generally accepted tri-partite representation of Intellectual Capital (Figure 

27) categories can be found (Dumay 2009, p. 192; Choong 2008, p. 620). This categori-

zation by Saint-Onge (1996, p. 10) divides Intellectual Capital into Human Capital, Or-

ganizational Capital and Customer (Relational) Capital. 

 

 

 

Figure 27. The knowledge based view of Intellectual Capital by Saint-Onge et al. 

(Adapted from Edvinsson and Malone 1997, p. 146; Sullivan 2000, p. 177) 

 

The Saint-Onge model (Figure 27) is the most popular Intellectual Capital model from 

the Human Capital perspective. Karl Erik Sveiby and Hubert Saint-Onge, although 

working independently, both contributed to this model. The model concentrates on the 

tacit knowledge and relationships of the organization. Sullivan replaces the term Cus-

tomer Capital with External Relationships. Human Capital refers to the individual em-

ployee’s ability to solve the problems of the customers. Organizational Capital means 

Customer Capital 

Organizational 
Capital 

Human Capital 

FC 
(value) 
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the capability of the organization to meet market demands. “External relationships” re-

fer to the depth (penetration), width (coverage), attachment (loyalty) and profitability of 

the company’s external relationships. Comprehensive use of the company’s individual 

and collective level knowledge, competences and relations enable value creation for the 

customers. (Sullivan 2000, pp. 177 - 178) 

 

These three capitals (Figure 27) must be in alignment and in balance to complement 

each other. At the intersection of these capitals lies the source of value creation by the 

organization. This area is marked FC (financial capital) in Figure 27. In terms of value 

creation, it is not enough to have two of these capitals in good condition, if the third is 

weak. Brilliant staff and a dynamic organization with the wrong customer base have no 

potential to turn its Intellectual Capital into corporate value. (Edvinsson and Malone 

1997, pp. 145 - 146) 

 

Even in this common tri-partite categorization (Figure 27), the terminology can differ 

(Petty and Guthrie 2000, p. 159), other categories can be added to the model (Habersam 

and Piber 2003, p. 767), or the whole model can be completely redefined (Leliaert et al., 

2003). Due to the growing importance of intangibles, the need for a useful, understand-

able and commonly accepted conceptual framework or guideline seems urgent 

(Shaminade, 2002; Bañegil and Sanguino 2007, p. 195). 

 

Defining and managing intangible assets must be aligned with the strategy of the or-

ganization and an understanding of what needs to be done with the assets (Green and 

Ryan 2005, p. 46; Stewart, 1997). 

 

3.1  Research on Intellectual Capital 

 

Intellectual Capital as a concept first appeared on the business scene in the 1990s as a 

term when Fortune Magazine published Tom Stewart’s article “Brainpower” in 1991 
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(Sullivan 2000, p. 3). In hindsight, three phases of evolvement in the field of IC re-

search can be distinguished (Chatzkel, 2006): 

 

1. The first stage – Intellectual Capital was identified as a significant ingredient 

in all organizations and its basic elements were defined. This was the neces-

sary groundwork for the field to come into existence. 

2. The second stage – The last decade of the twentieth century. Emphasis on re-

fining, expanding and applying the basic elements of Intellectual Capital. 

Distilling and validation of the premises of IC. Exploring how Intellectual 

Capital could account for value in different kinds of organizations. From 

specific experiments to organization-wide capture and leveraging of Intellec-

tual Capital. 

3. The third stage – The implementation stage, which involves efforts not only 

to describe Intellectual Capital, but to use it as a framework both to under-

stand value and manage it for strategic outcomes. 

 

The achievements of the last two decades of management practice and academic re-

search on Intellectual Capital concentrated on establishing tenets, that is, the definitions, 

measurement and frameworks of Intellectual Capital (Chatzkel, 2004). According to 

other authors in the field (Brennan, 2001; April et al., 2003; Bontis, 2003; Ordóñes de 

Pablos, 2003; Guthrie et al., 2006; Unerman et al., 2007), the Intellectual Capital para-

digm suffers from a lack of proliferation as evidenced by the relatively few organiza-

tions that measure and disclose their Intellectual Capital. If the tenets of IC were as 

fruitful as declared, “Why haven’t more organizations taken it up?” 

 

According to Dumay (2009), Marr and Chatzkel (2004, pp. 224 – 225) give one reason 

for this. Measurement, management and reporting of Intellectual capital are at a cross-

roads because these created tenets, given in the paragraph above, have only raised 

awareness. To overcome this obstacle, it must be demonstrated that Intellectual Capital 

as a working discipline is useful for organizations to generate significant value and ef-

fectively navigate company to achieve strategic goals (Chatzkel 2004, p. 337). 
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Kujansivu (2008) argues that companies do not seem to need any discrete management 

system for Intellectual Capital Management. In practice, Intellectual Capital factors are 

managed through traditional management systems and approaches. Although Kujansivu 

argues for the importance of Intellectual Capital, she questions whether the concept of 

Intellectual Capital Management and new models for Intellectual Capital Management 

are needed. She argues that IC as a concept provides managers with a new way of think-

ing and that there may be some other ways to take Intellectual Capital into account. 

(Kujansivu 2008, p. 62) 

 

According to Martin-de-Castro et al. (2006, p. 325), the detailed review of former Intel-

lectual Capital literature and models reveals a clear lack of framework that allows the 

strategic assessment of Intellectual Capital. In spite of this argument, the contribution of 

Roos et al. (2005, pp. 51 - 52) for instance cannot be disregarded. 

 

Dumay (2009) refers to O’Donnell et al. (2006, p. 10) and argues for acceptance of the 

complexity of Intellectual Capital and suggests that the traditional frameworks used to 

manage, measure and report Intellectual Capital need to be transformed. The one-size-

fits-all approach to Intellectual Capital adopted to date is unsatisfactory. A diverse set of 

tools is needed to manage and measure Intellectual Capital depending on the purpose 

(Sveiby, 2007). Intellectual Capital has become important for all organizations and they 

need to be able to assess how Intellectual Capital works in their operational context. 

(Dumay 2009, 190 - 193)  

 

Most research on IC in strategy creation seems exploratory rather than empirical. The 

focus is on theory building rather than theory testing. There is little empirical evidence 

of strategy formulations based on IC. Instead of large sample and quantitative studies, 

Rouse and Daellenbach (1999) suggest changing the research methodologies towards a 

higher level of intrusion, involvement or participation in an organization. Marr et al. 

(2003, p. 455) argue for further empirical, rich and context-specific case studies of how 

intangibles inform strategy formulation. (Marr et al. 2003) 
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“Over the past 15 years, there has been a remarkable increase in articles, books, confer-

ences and job titles related to the primary issue of harvesting Intellectual Capital 

through Knowledge Management (KM). As an academic field, KM/IC is still in its em-

bryonic stages, with much more growing up left to do.” (Serenko et al. 2010, p. 3) 

 

3.2 Intellectual Capital Approaches 

3.2.1 Human Capital 

Intellectual Capital is generally also divided into Human Capital and Structural Capital 

(Organizational Capital + Customer Capital) (Edvinsson and Malone 1997, p. 52; Roos 

et al. 1997, p. 32). This refers to the division of Intellectual Capital into “thinking” and 

“non-thinking” parts. When Human Capital, i.e. the “thinking” part of Intellectual Capi-

tal, leaves the working place, the Structural Capital i.e. the “non-thinking” part of Intel-

lectual Capital will remain. Company success is based on the dynamics of Human Capi-

tal. Saint-Onge and Bontis emphasize tacit knowledge as a primary source of Intellec-

tual Capital (Roos et al. 1997, pp. 32 - 33), but Roos et al. argue for the equal impor-

tance of explicit knowledge in the form of manuals and databases, for example. Trans-

forming tacit knowledge into explicit knowledge enables the owning, sharing and utili-

zation of it (cf. Nonaka and Takeuchi 1995, p. 71).  

  

Human Capital comprises the knowledge, skills, innovativeness, capabilities and ex-

perience of the whole company personnel, including individual employees’ abilities to 

perform the given tasks. Human Capital also includes the company’s values, culture and 

philosophy. A company cannot own its Human Capital. The dynamics between Human 

Capital and Structural Capital are interactive. According to Saint-Onge, Human Capital 

creates Structural Capital and at the same time when Structural Capital builds up, it is 

likely that Human Capital develops, too. (Edvinsson and Malone 1997, pp. 11, 34 –35) 

On the other hand, Peppard (2005, p. 117) emphasizes the role of intellectual action in 

converting Human Capital into Organizational Capital through information systems 

(IS). 
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Human Capital has also been defined (Hudson, 1993) on an individual level as the com-

bination of the following four factors: Genetic inheritance, Education, Experience and 

Attitudes to life and business. 

 

A significant completion of the definition above might be that Human Capital is consid-

ered in its broader meaning by including the biological aspect of human beings. This 

also comprises the qualities which may have, directly or indirectly, at least partly a 

physical basis. An example of this might be, for instance, the ability to make conceptual 

speculations. This evokes the idea of the importance of a holistic view of an employee. 

To what extent are some qualities inborn and how much can they be influenced? The 

development of Human Capital should thus also consider the physical side and wellbe-

ing of employees. 

 

Namasivayam and Denizci (2006, pp. 387 - 388) refer to Skandia (2005) and Bontis 

(2004) when representing the three components of Human Capital:  

 

- Competence: 

o Professional competence (ability to use organizational structural 

capital) 

o Social competence (ability to work with the others in the organiza-

tion) 

o Commercial competence (ability to work with customers) of indi-

viduals 

- Relationships – an individual’s ability to generate value through cooperation 

with the others in the organization (similar to social competence). 

- Values – the drivers of an individual’s behaviour. 

 

Tacit knowledge lies in people, often as skills, abilities or know-how. Human Capital 

can also be defined in a broader sense than simply the company personnel’s ability to 

solve customer problems. The definition could also include the abilities of contractors, 
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suppliers and other company-related people to solve customer problems. (Sullivan 

2000, pp. 228 - 229) 

 

Human beings are the real fundamental actors of business. All assets, tangible or intan-

gible by nature, are the results of the actions of human beings. In this sense after all, 

everything depends on people. The people working for the company create inner and 

outer structures to be able to realize their aims. Employee competences include the abil-

ity to act in different situations and create tangible and intangible assets. (Sveiby 1997, 

pp. 8 – 10) 

 

The context-related action of people can be depicted in broad terms in a formula (Figure 

28). Achievements and competence formation of an individual demand a motivated and 

skilled person whose biological and behavioural capabilities support relevant interaction 

with the environment that has the required material and informational resources and 

properties to facilitate (or at least permit) goal attainment. If any of these components is 

missing or is inadequate, achievements and competence development will be limited. 

(Ford 1992, pp. 66 – 71) To put it another way, achievements and competences are the 

results when a motivated, skilled and biologically capable person interacts in the context 

of a compliant environment.  

 

 

 

Figure 28. Effective person-in-context functioning (Ford 1992, p. 69) 

 

Beliefs are also important in goal achievement. When the context and the person’s own 

beliefs about performing are weak, the possibilities of succeeding are also weak. In 

cases where both of these are strong, the possibility of finally achieving the goals is in-

creased, because then the problems seem occasional and faith in the future remains. The 

information from negative signals is overlooked and thus it is possible to maintain the 

action needed to achieve the goals. (Ford 1992, pp. 133 - 135) 

Motivation x Skill 

Biology 

x Responsive Environment Achievement/Competence =  
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Mayo (2001, pp. 89 – 90) depicts a person’s capability as the six components encapsu-

lated in Figure 29. The three circles of personal behaviour, business and professional 

know-how, and the network of contacts are the core of a person’s capability. These are 

developed primarily through experience and know-how, but also through studies or 

qualifications. The core demonstration is conditioned by the attitudes and values of the 

person, and are the most difficult to change. (Mayo 2001, pp. 89 – 90)  

 

 

 

Figure 29. The components of capability (Mayo 2001, p. 90) 

 

Spencer and Spencer (1993, pp. 9 - 15) use the competency approach to evaluate human 

resources and predict job-related success. They define competence as an “underlying 

characteristic of an individual that is causally related to criterion referenced effective 

and/or superior performance in a job or situation.” These underlying characteristics 

(Figure 30) are: consistent motives, traits (physical characteristics and consistent re-

sponses to situations or information), self-concept (attitudes, values or self-image), 

knowledge and skill (ability to perform a certain physical or mental task).  
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Figure 30. Central and surface competencies (Spencer and Spencer 1993, p. 11) 

 

Skills and knowledge are the visible, and relatively surface, characteristics of people. 

Self-concept, trait and motive competences are more hidden, deeper and central to the 

personality. The latter are more difficult to develop and thus a more cost-effective basis 

for workforce selection. (Spencer and Spencer 1993, p. 11) 

 

According to Sveiby (1997, p. 35), an individual’s competence consists of five mutually 

dependent elements: 

 

- Explicit knowledge – knowing facts, acquired mainly through information 

and formal education 

- Skill – knowing how, practical physical and mental proficiency, acquired 

mainly through practice and training 

- Experience – acquired mainly by reflection on past mistakes and successes 

- Value judgments – perceptions of beliefs in what is right 

- Social network – an individual’s relationships with others in an environment 

and culture 
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To a great extent, competence depends on the environment. The individual person can 

be competent in some environments, but due to changes or loss of social network for 

example, a person lose competence when they move to another environment. People to-

gether with the internal structure constitute what is generally called an organization. 

(Sveiby 1997, p. 10, 36) 

 

Goleman (1998, p. 3) argues that the rules for work success are changing. Intellectual 

ability and technical expertise are not enough, but the focus is instead on emotional 

competences - our abilities to handle ourselves and each other. Goleman (1998, p. 13, 

31) argues that for excellence at work, emotional competences are more important than 

intellectual quantity or expertise – in any job, but most especially in leadership. Emo-

tional competences (Goleman 1998, pp. 26 – 27) can be classified into personal and so-

cial competences (Figure 31).  

 

 

  

Figure 31. The emotional competence framework (Goleman 1998, pp. 26 – 27) 
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Personal competences determine how we manage ourselves and social competences de-

termine how we handle relationships. Emotional intelligence (self-awareness, self-

regulation, motivation, empathy, social skills) determines our potential to learn emo-

tional competences. (Goleman 1998, p. 24) 

 

Company resources can be classified into physical capital resources, Human Capital re-

sources and organizational resources (Barney 1991, p. 101; Godfrey and Hill 1995, p. 

522). Eronen (1997, pp. 9 – 12) describes human resources as the sum of quantitative, 

qualitative and organization-related resources. Human Capital is important, because it is 

a source of innovation and strategic renewal (Bontis 1998, p. 65). 

 

3.2.2 Structural Capital 

There are confusingly different usages for the term Structural Capital as part of Intellec-

tual Capital. Edvinsson and Malone (1997, p. 11) define Structural Capital as being eve-

rything left at the office when the Human Capital, i.e. the employees, goes home. Ac-

cording to them (Edvinsson and Malone 1997, p. 52), Structural Capital also includes 

Customer Capital, i.e. the created customer relationships. Unlike Human Capital, Struc-

tural Capital can be owned by the company and thereby traded. Saint-Onge (1996, p. 

10; Edvinsson and Malone 1997, p. 146) defines Customer Capital as on the same con-

ceptual level as Human Capital and Structural Capital, meaning that Structural Capital 

excludes Customer Capital. According to Sullivan (2000, p. 30), Intellectual Assets and 

Intellectual Property can be seen as a primary part of Intellectual Capital (Unique As-

sets) from the value extraction point of view. He defines Structural Capital as generic 

assets that can be found on the balance sheet (p. 30), or otherwise as tangible and com-

plementary business assets (p. 31).  

 

According to Edvinsson and Malone (1997, pp. 11, 35 - 39), Structural Capital com-

prises computers, software, databases, organizational structure, patents, trademarks and 

everything else that supports employee productivity. Structural Capital can also be seen 

as the embodiment, empowerment and supportive infrastructure of Human Capital. 

Structural Capital can be divided into organization, innovation and process capital. Or-
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ganizational Capital comprises the systems, tools and operating philosophy that speeds 

the flow of knowledge through the organization, as well as out to the supply and distri-

bution channels. Process Capital refers to the work processes, techniques and employee 

programs that improve manufacturing efficiency or delivery of services. Innovation 

Capital refers to renewal capability and results of innovations such as Intellectual Assets 

and Intellectual Property. (Edvinsson and Malone 1997, pp. 11, 35 - 39) 

 

Roos et al. (1997, pp. 29 - 30) define Intellectual Capital based on their work at the 

Swedish company Skandia (Figure 34), although they use a different division for Intel-

lectual Capital components. Structural Capital is usually owned by the company, unlike 

Human Capital. Structural Capital includes databases, organization charts, process 

manuals and all that which has higher value for the company than just its material value. 

It is an asset and is not regenerated on its own. Relationships, Organization and Re-

newal & Development constitute what is called Structural Capital. Relationships in-

clude, in addition to customer relationships, all the other essential relationships e.g. 

suppliers, shareholders and partners. Organization value is usually the result of trans-

forming Human Capital into a form to be owned and shared. Organization Capital can 

be classified into infrastructure, processes and culture. It creates the basis for knowledge 

sharing and client-oriented action. The third component of Structural Capital is called 

Renewal & Development Capital. It includes the intangible items which aim to contrib-

ute to the value of the company in the future, but that have not yet been realized. In-

vestments are Renewal & Development Capital as long as they remain in the planning 

phase, but are transformed into financial assets after realization. (Roos et al. 1997, pp. 

28 - 52) 

 

Sullivan divides Intellectual Capital into Human Capital and Intellectual Assets (Figure 

50). One part of Intellectual Assets is Intellectual Property, protected by the law. Intel-

lectual Assets can be produced by transforming Human Capital into explicit form. By 

saving knowledge for instance on paper or in a database, it can be owned by the com-

pany and shared. Intellectual Assets cover plans, procedures, documents, drawings, 

software, processes, design and inventions. Intellectual Property includes patents, copy-

rights, trademarks and trade secrets. Intellectual Capital alone cannot assure the success 
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of the company, as the supportive Structural Capital, i.e. infrastructure, is needed. Sulli-

van defines Structural Capital as an external but supportive element in relation to Intel-

lectual Capital. According to Sullivan, Structural Capital includes all the general assets, 

like financial assets, buildings, machines and company infrastructure on the company’s 

balance sheet. Structural Capital also includes the complementary business assets 

needed when innovations are to be transformed into commercial products and services. 

These kinds of complementary business assets are production capacity, distribution and 

sales network. (Sullivan 1999, pp. 211 – 214; Sullivan 2000, pp. 229 - 233) A part of 

Intellectual Capital can also be Structural Capital, because, for example a patent can be 

found as an asset on the balance sheet. 

 

Although Sullivan (2000) does not divide Intellectual Assets into Customer and Organ-

izational Capital, he argues that the company context usually consists of three major 

elements: the business description, internal context and external context. The business 

description depicts “what business the company is really in.” The company’s internal 

context usually includes: 

 

- The firm’s vision, strategy and business goals 

- The firm’s values and culture 

- An assessment of the firm’s strengths and weaknesses to perform in the 

business it is really in 

- Current and alternative strategies to achieve its vision 

- Current performance against goals 

- Potential usefulness of Intellectual Capital, Intellectual Assets and Intellec-

tual Property in achieving the company’s vision and strategy 

- Current position of the company on Intellectual Capital Management 

 

The forces of the external environment, which drive change in the economy, business 

and industry constitute the company’s external context. The external factors are often 

understood narrowly such as material prices, general economic situation and competing 

products, but the forces behind these may be not recognized. These drivers include 

macro-economics, legislative, regulatory, technological and socio-political forces. 
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These forces need to be defined, described and their impacts need to be known. (Sulli-

van 2000, pp. 209 – 212) 

 

3.2.3 Definitions and Models of Intellectual Capital 

 

“Under the name of Intellectual Capital, we can classify all intangible resources as well 

as their interconnections.” (Bontis et al. 1999, p. 397) 

 

The first necessary condition any IC definition should include is a breakdown of its 

component parts. The role of IC and the perspective are also important. What is needed 

in the IC field is better dialogue and definitions. (Marr and Moustaghfir 2005, pp. 1115, 

1119 – 1124) In this phase of the study the former definitions, classifications and mod-

els of Intellectual Capital are reviewed. 

 

Saint-Onge (1996, p. 10), the creator of the most popular general model of Intellectual 

Capital (Figure 27), emphasizes the meaning of tacit knowledge and defines Intellectual 

Capital as the sum of three elements: 

 

- Human Capital – the capabilities of the individuals required to provide solu-

tions for customers 

- Customer Capital – the depth (penetration), width (coverage), attachment 

(loyalty) and profitability of customers 

- Structural Capital – the capabilities of the organization to meet market needs 

 

Saint-Onge describes two classes of knowledge formed as levels of knowledge in each 

of these areas: explicit and tacit knowledge. Explicit knowledge is articulated knowl-

edge e.g. words, books, reports and data. Unarticulated tacit knowledge is the greater 

level of knowledge in an organization. It includes the intuition, perspectives, beliefs and 

values that people form as a result of experiences. (Saint-Onge 1996, p. 10)  
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In Saint-Onge’s (1996, p. 13) classification there are four classes below Structural Capi-

tal (in his terminology) (Figure 32): Systems (processes, products and services), Struc-

ture (responsibilities and accountabilities that define positions of and relationships be-

tween the members of an organization), Strategy (goals and ways to achieve them) and 

Culture (the sum of individual opinions, shared mindsets, values and norms within the 

organization). 

 

 

 

 

 

 

 

 

 

 

Figure 32. Elements of Structural Capital (Saint-Onge 1996, p. 13) 

 

Brooking (1996) defines Intellectual Capital as the combined intangible assets, which 

enable the company to function (Enterprise = Tangible Assets + Intellectual Capital). 

Intellectual Capital can be split into four categories, see Figure 33.  

 

 

 

Figure 33. The components of Intellectual Capital (Brooking 1996, p. 13) 
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Market Assets (Figure 33) are the potential that the company has regarding its market-

related intangibles. These are for example brands, customers, customer loyalty, repeat 

business, backlog, distribution channels, contracts and licenses. Human centred assets, 

unlike the other assets, cannot be owned by the company. This category includes the 

collective expertise, creativity, problem-solving capability, entrepreneurial and manage-

rial skills embodied in the employees. Assets created by Intellectual Property include 

know-how, trade secrets, trademarks, copyright, patents and various design rights. In-

frastructure Assets are those technologies, procedures and processes, which enable the 

organization to function. They include corporate culture, risk management methodolo-

gies, sales management, financial structure, market or customer information databases 

and communication systems. Infrastructure Assets are the elements that make up the 

way the organization works. This means namely the value of intangibles rather than 

tangibles. A good example of this is the Internet as a marketing or distribution channel. 

The Internet is an asset for the company but not seen on the balance sheet. (Brooking 

1996, pp. 12 - 18) 

 

Sveiby (1997) uses the term ”Asset” for Intellectual Capital and its components, even 

though he states that a company cannot own its Human Capital. Intangible Assets are 

divided into Individual Competence, Internal Structure and External Structure (cf. Fig-

ure 27). Individual Competence comprises education and experience. The possibility to 

own intangible Internal Structure refers to its explicit nature. Internal and External 

Structures could be called knowledge structures. Internal Structure includes patents, 

concepts, models, computer and administrative systems. Internal Structure is created by 

the employees and usually owned by the organization. Employees together with the In-

ternal Structure constitute what is generally called the organization. External Structure 

is created by employees working with external stakeholders. External Structure includes 

relationships with customers and suppliers, brand names, trademarks, company reputa-

tion and image. (Sveiby 1997, pp. 8 – 12)   

 

Thomas A. Stewart (1997), the remarkable promoter of the term Intellectual Capital, ar-

gues that Intellectual Capital is the sum of everything everybody in a company knows 

that gives it a competitive edge. Unlike the tangible assets on the balance sheet, Intellec-
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tual Capital is intangible. It can be knowledge, training, intuition, know-how, an elec-

tronic information network, collaboration and shared learning. The definition in one 

sentence: Intellectual Capital is intellectual material – knowledge, information, intellec-

tual property, experience – that can be put to use to create wealth. (Steward 1997, pp. ix 

- xi)   

 

According to Edvinsson and Malone (1997, p. 13), Intellectual Capital is knowledge 

capital, non-financial assets, immaterial assets, hidden assets, invisible assets, the sum 

of Human and Structural Capital, the difference between market and book value (Figure 

34), and the means to achieve a target.  

 

 

 

Figure 34. Skandia market value scheme (Edvinsson and Malone 1997, p. 52) 

 

To get value from its Intellectual Capital, the company should concentrate its attention 

on five areas, according to Skandia Navigator (Figure 35). These areas are financial fo-

cus, customer focus, process focus, human focus and renewal & development focus. In 

the model, the company’s present activities are process and customer actions performed 

by the employees. Renewal & Development action is part of the Structural Capital and 

it indicates how the company is prepared for the future. Financial success can be seen 
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afterwards on the balance sheet, where the development and current actions are finally 

realized. The balance sheet is about the past. (Edvinsson and Malone, 1997, p. 68) 

 

 

Figure 35. Skandia navigator (Edvinsson and Malone 1997, p. 68) 

 

Roos et al. (1997, p. v, 27) define Intellectual Capital with positive and negative defini-

tions. The Intellectual Capital of company is the sum of the knowledge of its members 

and the practical translation of this knowledge, which are brands, trademarks and proc-

esses. Intellectual Capital is anything that can create value, but cannot be dropped on 

your foot! Intellectual Capital is composed of (and generated by) a thinking part (Hu-

man Capital) and a non-thinking part (Structural Capital). Intellectual Capital is also a 

language for thinking, talking and doing something about the drivers of the company’s 

future earnings. It also comprises brands, trademarks, innovation efforts, company in-

frastructure and the knowledge and skills of the organizational members and the exter-

nal relationships with customers, partners, distributors and local communities. Intellec-

tual Capital, as a concept, enables the managers to manage better. Intellectual Capital is 

the difference between market value and financial book value. Financial Capital is gen-

erally divided into physical and monetary capital. Intellectual Capital is divided into 

Human Capital and Structural Capital. Both Human Capital and Structural Capital are 
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divided into three categories, see Figure 36. Intellectual Property is defined as a part of 

the intangible infrastructure of organization. (Roos et al. 1997) 

 

 

Figure 36. The Intellectual Capital distinction tree (Roos et al. 1997, p. 57) 
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vation in the context of the company together create the conditions for company suc-

cess. Intellectual Capital is the only essential asset. Unlike most of the assets of the 

company, Intellectual Capital does not decrease, but it tends to increase in use. It is the 

manager’s task to convert Intellectual Capital into value for the customer. It is not 

enough that there are capable individuals working for the company if the motivation is 

weak. Neither is it enough if motivation is high, but the capabilities are poor. Both are 
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needed. Capabilities need to be aligned with the company strategy and the resources 

need to balance the demands. (Ulrich 1998, pp. 15 – 17) 

 

 

 

Figure 37. Inter-relational building blocks of Intellectual Capital (Bontis, 1998) 

 

Bontis (1998, pp. 65 - 67) argues that Intellectual Capital is composed of a system of in-

ter-relational blocks (Figure 37). Human Capital contains tacit individual knowledge as 

a combination of genetic inheritance, education, experience and attitudes about life and 

work. Structural Knowledge is the tacit organizational knowledge and relationships 

needed to manage the company in a coordinated way. Customer Capital means estab-

lished knowledge about customers, suppliers and industrial associations and related 

governments. The model of Bontis (1998, p. 76) depicts the causal relationship between 

Intellectual Capital and performance (Figure 38). 

 

 

 

Figure 38. Relationships between the blocks of Intellectual Capital (Bontis, 1998)  
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Ståhle and Grönroos (2000) split Intellectual Capital according to three kinds of enter-

prise environments (Figure 39). These are mechanical, organic and dynamic enterprise 

environments. “An organization should be viewed as a three-dimensional system in 

which mechanical, organic and chaotic characteristics each play their own part in pro-

ducing competitiveness” (Ståhle and Grönroos 2000, p. 79) 

 

 

 

Figure 39. The components of Intellectual Capital (Ståhle and Grönroos 2000, p. 195) 

 

According to Ståhle et al. (2003, p. 20) the definition of Intellectual Capital (Ståhle and 

Grönroos 1999, p. 50) consists of an organization’s capability to transform its intangible 

assets, expertise and renewal ability into economic value. Intellectual Capital in a me-

chanical environment is known as intellectual assets, including intellectual property 

rights and business applications. Intellectual Assets are equal to productized know-how 

that can be protected and traded. Evolving competences include individual competences 

and performance. Continuous improvement of individual competences is an important 

part of the company’s Intellectual Capital. Intellectual Capital in a dynamic environ-

ment means the organization’s ability to renew itself continuously and quickly and to 

innovate. The ability to renew itself includes the ability to change and make the correct 

strategic decisions quickly. (Ståhle and Grönroos 2000, pp. 192 - 195) 
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Sullivan (2000, pp. 16 – 18) relies on the work of ICM Gathering and defines Intellec-

tual Capital as “Knowledge that can be converted into profits”. ICM Gathering in 1995 

was a community that comprised companies which mainly concentrated on value ex-

traction, more than value creation. According to them, the main elements of Intellectual 

Capital (Figure 40) are people with their tacit knowledge and explicit knowledge. Ex-

plicit knowledge was defined as Intellectual Assets. Some Intellectual Assets can be 

protected by law and this is called Intellectual Property. (Sullivan 2000, pp. 16 - 18)   

 

 

 

Figure 40. Intellectual Capital and its main components (Sullivan 2000, p. 18) 
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company’s relations with stakeholders and the perceptions that they have about the 

company. (Meritum Project 2001, pp. 20 - 21) 

 

Intellectual Capital is the knowledge in people and intelligence about the actions of 

people (Vanharanta, 2001; Lammi 2001, p. 28).  

 

 

Figure 41. The IC framework of Lammi and Vanharanta (Lammi, 2001)  

 

Lammi and Vanharanta (Lammi 2001, p. 70) divided Intellectual Capital into three 

main components (Figure 41): Human Capital, Internal Structure and External 

Structure. The framework is based on the former models of Saint-Onge (1996), Sveiby 

(1997), Edvinsson and Malone (1997) and Roos et al. (1997).  

 

Sudarsanam et al. (2006, p. 293) according to Marr and Schiuma (2001), depict Intellec-

tual Capital as knowledge assets with an internal and external point of view (Figure 42).  
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Figure 42. Knowledge asset map (Sudarsanam et al. 2006, p. 293; Marr and Schiuma, 

2001) 

 

The company’s knowledge assets are seen as the sum of stakeholder resources and 

structural resources. This means actors internal or external to the organization and con-

stituent elements forming the basis of the organization’s processes. The physical infra-

structure in the model (Figure 42) refers to its tangible nature. The six knowledge cate-

gories (Figure 42) according to Sudarsanam et al. (2006, p. 294; Marr and Schiuma, 

2001) are: 

 

- Stakeholder relationships – formal and informal relationships with company 

stakeholders, e.g. licensing and partnering agreements, financial relations, 

contracts, company reputation, brand image, customer loyalty. 

- Human resources – knowledge and skills of employees, e.g. competence, 

commitment, motivation and loyalty. 

- Physical infrastructure – infrastructure assets, e.g. buildings, structural lay-

out, information and communication technology like computers and physi-

cal networks. 

- Culture - corporate culture comprising the organization’s values, the net-

working practices of employees and mission goals. 

- Practices and routines - internal practices, virtual networks and routines, i.e. 

tacit rules and procedures.  

- Intellectual property (IP) - assets such as patents and copyrights with prop-

erty rights established under the law.  
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Al-Ali (2003, pp. 31 - 33) concludes that the terms “Intellectual” and “Capital” seem to 

have gained wide acceptance in the field and are in line with the intension of the term 

“Intellectual Capital.” “Intellectual Capital comprises all resources, capabilities, rela-

tions, and networks, whether intellectual like knowledge and ideas, or emotional and in-

terpersonal like attitude, culture and values that enable an organization to create and 

maximize value” (Al-Ali 2003, p. 33). 

 

Bueno et al. (2004, pp. 569 - 570) agree with the division of Relational Capital into 

Business Capital and Social Capital (Figure 43). They see Social Capital from the com-

pany’s point of view and argue that it should not be mixed with Business Capital. The 

term “social” is understood as the capital of the company’s non-commercial relations. 

They have paid little attention to the other meaning of the term “social” as the interac-

tion between individuals. In this meaning, they refer to the model of KMCI-McElroy 

(McElroy, 2001). In this individual level (Bueno et al. 2004, p. 561), Social Capital is 

divided into intra-social capital, inter-social capital and social innovation capital. Intra-

social capital refers to relationships at the heart of the firm and inter-social capital refers 

to basic relationships with clients and shareholders. They conclude that future research 

should build up a framework with Social Capital. (Bueno et al., 2004) 

 

 

 

Figure 43. Intellectus Model 2002 according to Knowledge Forum Intellectus (KFI) 

(Sánchez-Cañizares et al. 2007, p. 423) 



 95 

Sánchez-Cañizares et al. (2007, p. 423) refer to the source of KFI and Intellectus Model 

(Figure 43) as the contribution from the scientific world of Spain from 2002. Accord-

ingly, Intellectual Capital is classified into the following blocks: 

 

- Human Capital – Knowledge and capacity of groups and people that is use-

ful to the mission of the organization. 

- Structural Capital 

o Organizational Capital – Natural and implicit, formal and informal 

intangibles that structure and develop the effective and efficient ac-

tivity of the organization. 

o Technological Capital – Intangibles directly linked with the devel-

opment of activities and functions of the technical and operational 

system of the organization. 

- Relational capital 

o Business capital – Value of the relationships with the business proc-

ess agents. 

o Social capital – Value of the remaining agents in the organization’s 

environment. 

 

De Castro et al. (2004, p. 578) also refer to the Intellectus Model (Figure 43) and divide 

Relational Capital into three blocks (Figure 44), suggesting Reputation Capital as an 

addition to the model, alongside Business Capital and Social Capital.   

 

 

 

Figure 44. Relational Capital of a company (De Castro et al. 2004, p. 578) 
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Agents such as customers, suppliers, shareholders and allies that are directly and closely 

related to company activities, shape the industrial or immediate environment. The other 

reference group comprises agents that are related to the company in less direct and close 

ways. This group includes government agencies or the community in general. The sug-

gested model (Figure 44) focuses on the proposed third element of Relational Capital, 

namely reputation capital. The important idea is that corporate reputation is the percep-

tion of corporate behaviour by its participants (Fombrun, 1996; Deephouse, 2000). (De 

Castro et al., 2004) This evokes the idea that company reputation, or to put it another 

way, brand name recognition is in the heads of the people inside and outside the com-

pany (cf. Itami 1987, p. 14) while the brand itself belongs to the company’s intangible 

assets.  

 

According to Bueno et al. (2004), the firm as a network can be explained by the set of 

estimated values of existing and potential relationships between the social agents and it-

self. Both the social agents and firm members mentioned below are sources of knowl-

edge i.e. knowledge agents (Bueno et al. 2004, p. 567): 

 

- Relationships with employees 

- Relationships with managers 

- Relationships with customers 

- Relationships with suppliers 

- Relationships with competitors – specially with those allied to the firm 

- Relationships with investors (shareholders and debt covenants) 

- Relationships with citizens 

- Relationships with institutions and other social agents 

 

Roos (2005, p. 125) refers to Fernström et al. (2004) and represents a holistic classifica-

tion model for different types of resources (Figure 45). The Intellectual Capital perspec-

tive provides a new and more holistic way to view a company and its resources, and 

also a new language to talk about these resources. A generally accepted terminology is 

still missing, but the Intellectual Capital community is on the way to consensus. (Roos 

2005, pp. 124 – 125) 
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Figure 45. The holistic classification model (Roos, 2005) 

 

This model (Figure 45) sets out the two ontological sides of traditional economic assets, 

namely their tangible and intangible nature. It is important to note that, for instance, 

physical facilities may have value in a direct economic sense and through their usability. 

As far as the definition of Intellectual Capital includes all intangibles, the intangible 

side of monetary and physical assets should be included under the definition of Intellec-

tual Capital. Lev (2001, p. 7) argues that intangibles are frequently embedded in physi-

cal assets, e.g. technology and knowledge in a plane or tacit knowledge in people. 

 

Roos et al. (2005, p. 19) define Intellectual Capital as all non-monetary and nonphysical 

resources that are fully or partly controlled by the organization and that contribute to the 

organization’s value creation. Pike et al. (2005, p. 113) provide a more precise descrip-

tion of company resources (Figure 46) in relation to ownership and control. 
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Figure 46. Resource categories (Pike et al. 2005, p. 113) 

 

As derived from the definitions of their systematic review, Marr and Moustaghfir (2005, 

p. 1119) have identified the following components of Intellectual Capital which can 

provide guidance for further studies: employees’ skills and know-how, organizational 

culture, relationships with stakeholders, organizational image and reputation, techno-

logical infrastructure i.e. databases and information systems etc., intellectual property 

rights i.e. patents, trademarks etc., and practices and routines. 

 

Swart (2006, pp. 138 - 139) defines Intellectual Capital as tangible output in the form of 

products and services on the market. Individual and collective knowledge and skills 

(HC) are embedded in these products and services (IC). Swart (2006, p. 154) presents 

suggested definitional improvements for an Intellectual Capital framework: Human 

Capital, Social Capital, i.e. relationships within the firm, Structural Capital, i.e. struc-

tures which facilitate capital integration, Organizational Capital, i.e. embedded routines, 

processes and technologies, Client Capital, i.e. relations with the clients and Network 

Capital, i.e. knowledge network relationships. 
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Litschka et al. (2006, p. 162) refer to Böckerl (2000, p. 159) and divide Intellectual 

Capital into three interrelated categories (Figure 47). 

 

 

 

 

Figure 47. Intellectual Assets and their categories (Litschka et al. 2006, p. 163) 

 

Human assets consist of knowledge, abilities, skills and workability. These are influ-

enced by job satisfaction, commitment and motivation. Workability includes aspects of 

somatic and psychological health. Workability is a mix of cognitive, emotional, motiva-

tional and biological potential. These issues are also reflected in the Plexus Model 

(Figure 48). (Litschka et al. 2006, pp 161 – 162)  

 

 

 

Figure 48. Plexus Model PLEXUS IST-2001 (Litschka et al. 2006, p. 164) 
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Löwendahl (2007, p. 87) divides intangible resources into competence and relational 

categories. These are further divided into individual and collective subgroups, see Fig-

ure 49. This provokes the thought that intellectual resources are substances and relations 

on the individual and company level (cf. Figure 70). 

 

 
 

Figure 49. Strategic resources (Löwendahl 2007, p. 87) 

 

Moore and Craig (2008, p. 23) highlight the brand of the company above the other 

forms of Intellectual Capital. They argue that a brand is an end in itself and the other 

forms of Intellectual Capital like knowledge products, services, processes, Intellectual 

Property, ideas, creativity, innovation, Human Capital, corporate culture and organiza-

tional memory are the means to an end. 

 

Baker (2008, p. 104) argues that Intellectual Capital is defined by its context and ac-

cording to Lev (2001, p. 155) the definition “knowledge that can be converted into prof-

its” is good enough since it considers knowledge as a verb. According to Baker (2008, 

p. 104), Intellectual Capital should not be equated with knowledge management, which 

is a process (cf. Ståhle and Grönroos 2000, p. 34), whereas Intellectual Capital is an en-

tity. Human Capital is owned by the knowledge worker, Structural Capital by the firm 

and Social Capital by no-one. In the interplay of these types of Intellectual Capital, the 

valuable knowledge and technical knowhow combine, providing the leverage necessary 

to create wealth for others. (Baker 2008, p. 104)  

  

Resources   

Intangible   Tangible   

Competence   

Individual   Collective   

Knowledge   
Capabilities=   

Skills+aptitude s   

Database   
Capabilities=   

Skills+”culture”   

Relational   

Individual   Collective   

Reputation   
Loyalty   

Relationships   

Reputation   
Loyalty   

Relationships   
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Ricceri (2008, pp. 4 - 5) analysed contemporary Intellectual Capital frameworks and she 

uses the term Knowledge Resources (KR) when classifying Intellectual Capital into the 

following three categories: 

 

- Human Resources – internal stakeholders such as senior management, em-

ployees and their attributes, i.e. knowledge, abilities, skills, experiences and 

innovativeness. 

- Structural Resources – all of those things that remain in the organization 

when the employees have left the building and are some way owned or con-

trolled by the company. Intellectual Property is protected by law and owned 

by the company. 

- Relational resources – relationships with the external stakeholders and the 

organization’s brand and image in the marketplace. 

 

Marr and Moustaghfir (2005) have listed selected definitions of Intellectual Capital, 

shown in Table 3.  

 

Table 3. Selected definitions of IC (Marr and Moustaghfir 2005, p. 1120)  

Author Year IC definition 

Becker 1964 Investment in human capital, e.g. individual’s education and 

training is similar to business investments in equipment 

Itami 1987 Invisible assets such as information-based assets, which in-

clude technology, consumer trust, brand image, corporate cul-

ture, as well as management skills, are the most important re-

sources for organizational long-term success 

Hall 1989 Intellectual assets include intellectual property rights, i.e. pat-

ents, trademarks, registered designs, and copyrights, reputa-

tion, organizational and personal networks, and the knowledge 

and expertise of skilled employees 

Hall 1992, 

1993 

Assets, i.e. intangible property rights and reputation, and skills 

or competences, i.e. know-how and organizational culture 

Klein and  

Prusak 

1994 Intellectual material that has been formalized, captured and 

leveraged to produce a higher-value asset 

Edvinsson 

and        

Sullivan 

1996 Knowledge that can be converted into value 

Brooking 1996 A combination of four main components: market assets, hu-

man-centred assets, intellectual property assets and infrastruc-

ture assets 
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Sveiby 1997 Related to three categories of intangible assets: internal struc-

ture, external structure and human competence 

Roos et al. 1997 Composed of (and generated by) a thinking part, i.e. the hu-

man capital, and a non-thinking part, i.e. the structural capital 

Roos and 

Roos 

1997 Intellectual capital is the sum of the “hidden” assets of the 

company not fully captured on the balance sheet, and thus in-

cludes both what is in the heads of organizational members, 

and what is left in the company when they leave 

Stewart 1997 Intellectual material – knowledge, information, intellectual 

property, experience – that can be put to use to create wealth 

Boisot  1998 Subset of dispositions to act that is embedded in individuals, 

groups, or artefacts and that has value-adding potential 

Teece  1998 Firm-specific resources that are difficult if not impossible to 

imitate                         

Bontis et al. 1999 A concept to classify all organizational intangible resources as 

well as their interconnections 

OECD 2000 Economic value generated by two categories of intangible as-

sets of a company: organizational capital and human capital 

Nonaka et 

al. 

2000 Firm-specific resources that are indispensable when creating 

value for the firm 

Lev  2001 Intangible assets are non-physical sources of value (claims for 

future benefits) generated by innovation (discovery), unique 

organizational designs, or human resource practices 

Marr and  

Schiuma 

2001 The group of knowledge assets that are attributed to an or-

ganization and most significantly contribute to an improved 

competitive position of this organization by adding value to 

the defined key stakeholders. It includes human and relation-

ship assets, culture assets, practices and routines, intellectual 

property assets, and physical assets 

Kaplan and 

Norton 

2004 Intangible assets consist of human capital, i.e. skills, talent, 

and knowledge; information capital, i.e. databases, informa-

tion systems, and technology infrastructure; organizational 

capital, i.e. culture, leadership style, ability to share knowl-

edge 

IASB 2004 Intangible assets are non-financial fixed assets that do not 

have physical substance but are identifiable and controlled by 

the entity through custody and legal rights 

 

 

To complete the review on former Intellectual Capital definitions and models, two 

summarizing tables are given below. Based on the Intellectual Capital review in this 

sub-chapter, some prominent IC definitions are listed in Table 4.  
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Table 4. Intellectual Capital definitions 

Author Year IC definition 

Steward 

(1997, pp. ix - 

xi) 

1997 Intellectual Capital is intellectual material – knowledge, informa-

tion, intellectual property, experience – that can be put to use to 

create wealth.  

Edvinsson and 

Malone  

(1997, p. 13) 

1997 Intellectual Capital is knowledge capital, non-financial assets, 

immaterial assets, hidden assets, invisible assets, sum of human 

and structural capital, difference between market and book value, 

and means to achieve target. 

Roos et al. 

(1997, p. 27) 

1997 1. Intellectual Capital of company is the sum of the knowledge 

of its members and practical translation of this knowledge, 

which are brands, trademarks and processes.  

2. Intellectual Capital is anything that can create value but that 

you cannot drop on your foot. 

Ullrich   

(1998, p. 16) 

1998 Product of competence and commitment.  

(Intellectual Capital = competence x commitment) 

Ståhle and 

Grönroos 

(1999, p. 50) 

1999 Intellectual Capital consists of an organization’s capability to 

transform its intangible assets, expertise and renewal ability into 

economic value. 

Bontis et al. 

(1999,  p. 397) 

1999 All intangible resources as well as their interconnections.  

 

Sullivan 

(2000, p. 17, 

228) 

2000 Knowledge that can be converted into profits. 

Vanharanta 

(Lammi 2001, 

p. 28) 

2001 Intellectual Capital is knowledge in people and intelligence about 

actions of the people. 

Lammi 

(2001, p. 10) 

2001 Knowledge, intangible assets and factors of which market value is 

the difference between the company’s market value and balance 

sheet value. 

Al-Ali  

(2003, p. 33) 

2003 Intellectual Capital comprises all the resources, capabilities, rela-

tions, and networks, whether intellectual like knowledge or ideas, 

or emotional and interpersonal like attitude, culture and, values, 

that enable an organization to create and maximize value 

Roos et al. 

(2005, p. 19) 

2005 All non-monetary and non-physical resources that are fully or 

partly controlled by the organization and that contribute to the or-

ganization’s value creation. 

Swart  

(2006, pp. 138 

- 139) 

2006 IC is defined as the tangible output in the form of products and 

services within the firm’s marketplace. 

 

 

The prominent Intellectual Capital models and components are given as a simplified 

non-exhaustive summary in Table 5. 
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Table 5. Prominent Intellectual Capital models and components 

Author IC main components IC sub-components 

Saint-Onge  

(1996, p. 10) 

  

Human capital  

Structural capital Strategy 

Systems 

Structure 

Culture 

Customer capital  

Brooking  

(1996, p. 13) 

Market assets  

Human-centred assets  

Intellectual property assets  

Infrastructure assets  

Edvinsson and Malone 

(1997, p. 52) 

Human capital  

Structural capital Customer capital 

Organizational capital 

Sveiby  

(1997, pp. 8 – 12) 

Individual competence  

Internal structure  

External structure  

Roos et al.  

(1997, p. 57) 

Human capital Competence 

Attitude 

Intellectual agility 

Structural capital Relationships 

Organization 

Renewal and development 

Bontis (1998); Meritum 

Project (2001); 

Ricceri (2008, pp. 4 – 5) 

Human capital  

Structural capital  

Relational capital  

Sullivan  

(2000, p. 18) 

Human capital  

Intellectual assets  

Intellectual property  

Marr and Schiuma (2001); 

Sudarsanam et al. (2006, p. 

293) 

Stakeholder resources Stakeholder relationships 

Human resources 

Structural resources Physical infrastructure 

Virtual infrastructure 

Lammi and Vanharanta 

(Lammi 2001, p. 70) 

Human capital Biology 

Motivation  

Know-how 

Mental models 

Internal structure Organization 

Renewal and development 

External structure 

 

Politics and regulation 

Investors 

Suppliers 

Partners 

Competitors 

Customers 

Publicity and environment 

Intellectus model, 2002 

(Bueno et al. 2004, p. 568) 

 

Human capital  

Structural capital 

 

Organizational capital 

Technological capital 
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Relational capital Business capital 

Social capital 

KMCI-McElroy 2001 

(Bueno et al. 2004, p. 561) 

Human capital  

Structural Capital  

Social capital Intra-social capital 

Inter-social capital 

Social innovation capital 

Plexus 2001 model 

(Litschka et al. 2006, pp. 

163 - 164) 

Human assets Knowledge 

Abilities and skills 

Workability 

Motivation 

Job satisfaction 

Commitment 

Organizational assets Policy and mission 

Structure 

Strategy 

Processes 

Culture 

Codified assets Intellectual property rights 

Other codified assets  

(cf. Litschka et al. 2006, p. 163) 

de Castro et al.  

(2004, p. 578) 

Relational capital Business capital 

Reputational capital 

Social capital 

Roos et al.  

(2005, pp. 73 – 77) 

Human resources 

 

Competence 

Attitude 

Intellectual agility 

Organizational  

resources  

Externally oriented 

Internally oriented 

Relational resources Directly business-oriented 

Indirectly business-oriented 

Swart (2006, p. 154) Human capital  

Social capital  

Structural capital  

Organizational capital  

Client capital  

Network capital  

Löwendahl (2007, p. 87) Competence  Individual 

Collective 

Relational resources Individual 

Collective 

Hudson (1993) Human capital Genetic inheritance 

Education 

Experience 

Attitudes 

Mayo (2001, p. 90) Human capital  Personal behaviours 

Know-how 

Know-who 

Experience  

Qualifications 

Attitudes and values 
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Namasivayam and Denizci 

(2006, pp. 387 – 388) 

 

Human capital Competence 

Relationships 

Values 

Spencer and Spencer  

(1993, pp. 9 – 11) 

Competence  Motives 

Traits 

Self-concept 

Knowledge 

Skill 

Sveiby (1997, p. 35) Competence Explicit knowledge 

Skill 

Experience 

Value judgments 

Social network 

Goleman  

(1998, pp. 26 – 27) 

Emotional competence Personal competence 

Social competence 

 

 

 

3.3 Managing Intellectual Capital 

 

The world is becoming more knowledge-intensive. There is increasing criticism towards 

the traditional accounting systems such as the balance sheet, which look backward at 

tangible assets only and there is growing demand for the effective management of in-

tangibles. (Chaharbaghi and Cripps 2006, p. 29) Based on his survey, Molnar (2004) ar-

gues that executives around the world clearly recognize the importance of intangible as-

sets for the success of their businesses in the future. At the same time they admit that 

they are a long way from managing and measuring them effectively. (Molnar 2004, pp. 

1 - 4)  

 

Boulton et al. (2000) and Lev (2000) argue that all companies benefit from a better un-

derstanding and management of their intangible assets. These resources over time have 

taken a more central role in value creation and with this realization has come the need to 

manage companies in a new way. (Roos 2005, p. 124)  

 

Effective management of Intellectual Capital requires effective Strategic Management 

of all its forms, i.e. Human Capital, Intellectual Assets and Intellectual Property. The 

management actions of Intellectual Capital can be divided, according to the roles of IC 
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(Figure 64), into the management actions related to value creation and value extraction. 

Management actions related to value creation clearly focus on Human Capital and its 

strategic allocation and development. Human Capital creates new knowledge and trans-

forms it into useful and valuable innovations for the company. Value creation Intellec-

tual Capital management comprises human resources development, knowledge man-

agement, innovation management, development of organizational structure and cus-

tomer relationships, and management of values and culture. Intellectual Capital man-

agement related to value extraction often comprises the commercialization of created 

innovations or their use in strategic positioning. One of the most important tasks for In-

tellectual Capital management is to transform Human Capital and tacit knowledge into 

Intellectual Assets (Figure 50). (Sullivan 2000, pp. 44, 226 - 229) 

 

 

 

Figure 50. A model of an Intellectual Capital company (Sullivan 2000, p. 30) 

 

A company converting knowledge into value is called a Knowledge Company (Sullivan 

2000, p. 115). According to Sullivan (2000, p. 31), a Knowledge Company consists of 

Intellectual Capital and Structural Capital. Structural Capital can be divided into tangi-

ble assets and complementary business assets. Generic assets can be found on the bal-

ance sheet and differentiable complementary business assets are typically e.g. manufac-

turing facilities, distribution networks, customer relationships, complementary tech-
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nologies and organization capabilities (Sullivan 2000, p. 232). Structural Capital is the 

support or infrastructure that companies provide to their Human Capital (p. 231). Hu-

man Capital is the source and storage of all tacit knowledge (p. 55). It is worthwhile for 

companies to convert Human Capital into Intellectual Assets, because the former cannot 

be owned by the company, but the latter can (p. 229). One benefit of the explicit form of 

knowledge is its ease of distribution. The company can benefit from Intellectual Capital 

commercially or in strategic positioning (p. 92). Commercial extraction often needs the 

support of Structural Capital when innovations are proceeding (Figure 50) through 

complementary business assets into the market. (Sullivan 2000, p. 55, 92, 229, 231, 

232) 

 

According to Sullivan (2000, p. 116), sale, out-license, joint venture, strategic alliance, 

integration with current business and creation of new business are examples of mecha-

nisms or means by which the value of Intellectual Capital or Intellectual Assets can be 

commercialized. Instead of immediate commercialization the innovations can be stored 

to be commercialized later. A part of the Intellectual Assets that can be commercialized 

can be classified as a separate group, namely the innovations that are protected by the 

law. (Sullivan 2000, p. 18, 38)  

 

Intellectual Capital includes assets (cf. Figure 50), which are new knowledge and inno-

vations created by the Human Capital. Intellectual Capital Management focuses on re-

newing and maximizing Intellectual Assets. It is a strategic function and its function is 

to take care of the company’s Intellectual Capital as a whole. (Wiig 1997, p. 400) Roos 

et al. (1997) argue that Intellectual Capital is the answer to the needs of companies to 

manage the company as a whole, not just its tangible parts, integrating the need for a 

holistic management strategy and measurement. It includes all the processes and assets 

that do not normally exist on the balance sheet, like the ones that do, e.g. patents and 

trademarks. (Roos et al. 1997, p. 24) The holistic solution of a problem demands it to be 

seen from the point of view of process, structure, culture dynamics and power play (Jär-

vinen 1997, p. 27). 
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Managers who are interested in strategically managing their Intellectual Capital for their 

own organizations should start by conducting an initial Intellectual Capital audit. Each 

company is different and should design their metrics for their own strategic purposes. 

(Bontis 1998, p. 72) According to the Meritum Guidelines, Intellectual Capital man-

agement should begin with the strategic objectives of the company. In the first phase, 

the critical intangibles that are strongly related to their strategic objectives should be 

identified. These critical intangibles are the main factors and key drivers of value crea-

tion. They often embrace core competences and the abilities that the company has, or 

needs to get or develop, in order to attain the strategic objectives. The critical intangi-

bles may help to maintain or enhance the company’s competitive advantage or to reach 

its strategic goals. (Nordika 2001, p. 39) 

 

Petrash (1996, pp. 367 - 368) provides a six-phase model for managing Intellectual 

Capital. These six phases are: 

 

1. Portfolio Identification of current Intellectual Capital 

2. Classification  Classifying Intellectual Capital into three categories: 

  Business is using, will use or will not use 

3. Strategy   Identification of gaps between business strategy and the 

  capabilities of the existing IC portfolio 

4. Valuation Valuing Intellectual Capital and identifying opportunities for

  licensing etc. 

5. Competitive assessment  

Organizing the Intellectual Capital and comparing it to the 

competitors’ 

6. Investment Proceeding to fill in the gaps between Intellectual Capital

  and strategy 

 

Ståhle and Grönroos (2000, pp. 195 – 196) argue that Intellectual Capital Management 

includes three complementary elements: the ability to create new knowledge continu-

ously, the ability to convert its Intellectual Capital into an economic advantage and the 

ability to measure its Intellectual Capital.  
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Ricceri (2008) uses Knowledge Resources (KR) as a synonym for Intellectual Capital. 

Value creation lies not in the “stocks” of KR components or elements but in the “flows” 

that happen between the elements. Value creation occurs mainly between tacit and ex-

plicit knowledge between individuals and in the conversion of knowledge from one type 

to another. Understanding these transformations is a central issue for the management of 

Intellectual Capital. (Ricceri 2008, pp. 5 – 7)  

 

Pike et al. (2005, p. 497; Roos et al. 2005, p. 112) illustrate a simple tool with examples 

(Figure 51) to identify and visualize transformations, i.e. “flows,” from one resource 

into another. They call it an Intellectual Capital Navigator (ICN) and it is a device for 

managing the dynamics of Intellectual Capital (cf. Figure 62). 

 

 

Figure 51. Generic resource transformations (Pike et al. 2005, p. 497) 

 

Roos et al. (2005) argue that the ICN (Figure 51) is a useful tool for visualizing value 

creation, strategic discussions, strategy implementation and resource deployment. 

Sometimes the consequences of using this ICN may even lead to changes in the strategy 
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itself. (Roos et al. 2005, pp. 111 - 113)  Roos et al. (2005, p. 51) present the steps of the 

Intellectual Capital Management. This process takes static and dynamic IC into account: 

 

1. Analyze the strategy of the organization and desired strategic positions 

2. Construct the resource distinction tree for the organization 

3. Decide the resource deployment to achieve desired strategic position 

4. Evaluate the effectiveness of the ICN (Figure 51) 

5. Create a performance management tool for value creation 

 

Ricceri’s framework (2008, p. 7) for the strategic management of knowledge resources 

(SMKR), i.e. Intellectual Capital, is based on the following three main activities: strate-

gization, utilization of SMKR information and reporting. Strategization includes strat-

egy formulation and strategy implementation. Strategy formulation incorporates the re-

sults of resources (tangible assets and KR) analysis and stakeholder analysis resulting in 

strategic objectives and strategic management challenges as output. Strategy implemen-

tation relates to the undertaking of KR actions to meet strategic management challenges. 

The second activity, the utilization of SMKR information, relates to a variety of pur-

poses including strategization and performance assessment. SMKR information can be 

metrics, narratives and visuals. The third activity, reporting, refers to internal and exter-

nal reporting of SMKR information. (Ricceri 2008, pp. 6 – 7, 154)  

 

In order to manage Intellectual Capital, managers need to understand the changing envi-

ronment, the emergence of the knowledge-based economy, what IC is and how to man-

age and harness it for greater competitiveness. Intellectual Capital Management covers 

static and dynamic Intellectual Capital, i.e. entities, relations and conver-

sion/transformation/transferring processes. Intellectual Capital Management is subordi-

nated to Strategic Management and originates in company strategy and strategic objec-

tives. 
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3.4 Intellectual Capital Monitoring 

 

Bontis (1998) sends out a “warning” to the accountants and financial analysts who are 

asking the question: “How much is my Intellectual Capital worth?” A formula may 

never exist. The tacit nature of Intellectual Capital may not allow measurement of it by 

using economic variables. Metrics development is not a waste of time, but it may be 

more important to examine the processes underlying Intellectual Capital development 

than ever finding out what it is all worth. (Bontis 1998, p. 72) 

 

According to the law of requisite variety (Ashby, 1956), the inner variety of the organi-

zation should meet the variety of the environment (Nonaka and Takeuchi 1995, p. 82). 

Senge (1990) has another view of managing complexity. He divides it into detail com-

plexity and dynamic complexity. Detail complexity is complexity with a lot of vari-

ables, but a certain action gives the desired outcome. For example, assembling a com-

plex machine by following the manual falls into the category of detail complexity. In 

dynamic complexity the causes and effects are subtle and their mutual dependency in 

relation to time and context varies. Some actions may cause different outcomes in the 

short term and long term or locally and globally. Regular and conventional forecasting, 

planning and analysing techniques are meant for detail complexity management, not for 

dynamic complexity management. In the majority of management cases, there is a ques-

tion of understanding dynamic complexity. Senge argues that according to systems 

thinking, you should not fight complexity with complexity, because the huge amount of 

details may prevent you from seeing the real causes and structures behind individual de-

tails and actions. Systems thinking makes living simpler and easier by helping to see 

through the complexity. The management problem is not too little information, but too 

much of it. It is essentially important to know what is important. (Senge 1990, pp. 71 – 

72, 128) 

 

3.4.1 Measurement  

 

According to Roos et al. (1997, pp. 62 – 66), the creation of an Intellectual Capital 

measurement system should originate in the company vision and strategy. The critical 
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success factors will be defined based on a vision-led strategy. These are the factors that 

are crucial for the achievement of strategic objectives. Identifying these critical success 

factors is a strategic process of utmost importance. The key figures are selected so that 

they best describe the realization of critical success factors. These key success factors 

(KSF) need to be divided into the different categories of Intellectual Capital (Figure 52).  

 

 

 

 

Figure 52. Simplified IC development process (Adapted from Roos et al. 1997, p. 63)  

 

Sullivan (2000) argues that the goal of Intellectual Capital measurement is to under-

stand relationships between and among Intellectual Capital components. By making 

these relations explicit, it is possible to manage Intellectual Capital better to achieve the 

vision, strategic goals and objectives. (Sullivan 2000, p. 261)  

 

Roos et al. (1997, pp. 23 – 24) state that the purpose of external reporting is to share 

with investors the idea of the company’s real value and what it is based on. The forms 

of these reports vary as much as the ways by which Intellectual Capital can be measured 

and utilized. They argue that the Intellectual Capital concept is the answer to the com-

panies’ need to manage the company as a whole, by combining a comprehensive meas-

urement system and holistic management strategy, not just its tangible or visible parts.   

 

The alignment of intangibles with strategic objectives and value drivers allows compa-

nies to allocate their resources and activities to better achieve their strategic goals    

(Andreou et al. 2007, p. 55). Strategy is seen as a starting point when constructing an 

Intellectual Capital measurement system, as shown in Figure 53. 

  

Business  

Strategy 

Key Success Factors Indicators related 

to IC categories 
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Figure 53. The creation of an IC measurement system (Bontis et al. 1999, p. 399) 

 

Rockart (1979, p. 85) defines KSF (key success factors) for each performance focus 

area: If the results are satisfactory in a limited number of focus areas, the successful 

competitive performance of the organization is ensured. 

 

Ricceri (2008, pp. 17 - 18) refers to the Deloitte 2007 survey and argues that using stra-

tegic performance measures may not be enough to understand organizational perform-

ance.  The majority of executives need to better understand the underlying drivers of 

their performance. Non-financial measurements are not enough to measure and monitor 

performance. Metrics make Knowledge Resources visible but do not explain the com-

plex linkages between resources and activities. Knowledge Resource metrics may have 

different contexts and thus the metrics have to be explained by narratives. Ricceri 

(2008, p. 11) divides Intellectual Capital measurement methods roughly into two differ-

ent approaches: stock and flow approaches. The stock approach assumes IC to be static 

and able to be assigned a monetary value. Under the flow approach, Intellectual Capital 

is contextualized within the organization to understand its links to organizational per-

formance via IC metrics and narratives. (Ricceri, 2008) Based on their systematic litera-

ture review, Marr et al. (2003, p. 443) identified five main reasons why organizations 

seek to measure IC: 

 

- To help formulate strategy 

- To assess strategy execution 

- To assist in diversification and expansion decisions 

- To use these as a basis for compensation 

- To communicate measures to external stakeholders 
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To formulate strategy, it is not enough to identify the competitive forces of Porter 

(1979, p. 141), but in addition the unique resource base. This increasingly includes IC. 

(Marr et al. 2003) 

 

Chaharbaghi and Cripps (2006, p. 29) argue that it is impossible and undesirable to re-

duce Intellectual Capital to a calculable number that would indicate whether the Intel-

lectual Capital of the company has increased or diminished. They (2006, p. 31) further 

argue that applying measurement and its disembodied logic to the meaning of Intellec-

tual Capital eliminates the emotion and feeling from it, replacing its representation with 

meaningless numbers. They prefer recognition instead of measurement. 

 

The objective measurement of intangible assets is facing huge challenges. Objective re-

porting and accounting for intangibles is difficult, if not impossible. (Marr 2007, p. 172) 

The assumption that the measurement of Intellectual Capital has positive organizational 

effects lacks more empirical testing (Marr et al. 2003). Objective measurement seems to 

work better in some areas than in others, e.g. organizational culture, know-how, 

strengths of customer relationships, reputation of the brand are difficult if not impossi-

ble to measure. It is a fact that the most important matters in modern organizations are 

difficult to measure and often impossible to express in meaningful numbers. Perform-

ance is what has to be measured if the value of Human Capital needs to be assessed 

(Litschka et al. 2006, p. 166). The term “performance assessment” should be used in-

stead of “measurement.” Performance assessment is about the systematic collection of 

information to enable a comparison between the status quo and the given goals. Thus, 

also the term “measure” should be replaced by the term “indicator.” Instead of trying to 

quantify the unquantifiable, companies should concentrate on the assessment of their in-

tangible assets for improved decision making and learning. (Marr, 2007) 

 

3.4.2 Assessment  

 

To perform a thorough Intellectual Capital audit without a clear focus would be very 

time-consuming. Usually it is reasonable to begin with very clearly defined objective. 
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Particularly useful reasons to perform an Intellectual Capital audit are (Brooking 1996, 

p. 97): 

 

- Strengthening the organization’s ability to achieve its goals 

- Planning research and development actions 

- Sharing back-up information for development programs 

- Helping to focus the organization’s education and training programs 

- Defining company value 

- Expanding organizational memory 

 

Many studies have shown that perceptional assessment is at least as reliable as archival 

data (Ketokivi and Schroeder, 2004). It can provide richer insights when we are able to 

perceive performance more holistically. A good idea would be to consult the people 

closely involved in a particular area of performance assessment. They could be asked to 

rank competitors, evaluate the service or organizational culture, assess the relationships 

with suppliers, etc. These assessments could take the form of numerals, grades or a writ-

ten assessment. A written form of assessment can capture much more information and if 

numerals are used, these should be used as supplements with at least a comment field to 

provide an explanatory narrative assessment in addition to the numbers. (Marr, 2007) 

 

“In depth interviews” are guided conversations with people, rather than structured ques-

tionnaires. Open-ended questions (how, why, what) are articulated in a conversational, 

friendly and non-threatening manner. (Yin, 2003) Interviews enable direct interaction 

and insights about the performance more holistically (Russ-Eft and Preskill, 2001). 

 

Some prominent points can be made based on this chapter: 

 

- IC models are mainly based on the commonly accepted tri-partite division 

of IC into Human Capital, Organizational Capital and Relational Capital.  

- IC research needs better definitions before the new models and classifica-

tions can be adopted. Components, roles of, and perspective regarding IC 
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need to be assessed to define Intellectual Capital or construct any IC mod-

els. 

- The role of Social Capital should be integrated into the IC model. 

- Intellectual Capital Management is often linked closely to company strat-

egy. 

- Objective measurement of IC may be impossible. 

- The shift is from IC measurement to “Performance assessment.”  

- IC assessment should be supported by IC indicators and narratives for bet-

ter management decision making and strategic learning. 

- There is little empirical evidence on IC-based strategy creation. Instead of 

quantitative large sample studies, rich, empirical and context-specific case 

studies are required to identify how IC is taken into account in strategy 

creation.  
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4. INTELLECTUAL CAPITAL PROJECTIONS 

 

The aim of chapter 4 is to give an overview of the related and overlapping background 

theories of Intellectual Capital to reach a better basis against which the research sub-

ject can be understood. The majority of Intellectual Capital is knowledge in some form 

and learning is an essential leveraging process on individual and organizational level 

in order to create competitive advantage.  

 

Ichijo and Nonaka (2007, pp. 3 – 4) argue that knowledge constitutes competitive ad-

vantage. The success of companies is highly dependent on its leaders’ ability to develop 

Intellectual Capital through knowledge creation and knowledge sharing. Attracting 

smart and talented people and developing their intellectual capabilities is a core compe-

tence. Knowledge and learning are the mainstays of organizational performance also in 

the future. (Prusak and Weiss 2007, p. 42)  

 

Koskinen and Pihlanto (2008, pp. 45 – 46) state that knowledge and learning are mutu-

ally intertwined, reinforcing each other in continuous interaction. According to autopoi-

etic epistemology, learning involves the actions of using existing insight or knowledge 

to produce new insight or knowledge. Or briefly, learning provides knowledge and un-

derstanding that in turn feed further learning. As knowledge is created and captured, 

learning and knowledge can then be embedded e.g. in individuals, teams and organiza-

tional processes (Liebowitz and Megbolugbe, 2003). (Koskinen and Pihlanto, 2008)  

 

The strategy roots of Intellectual Capital can be divided into knowledge development 

and knowledge leverage. A company can develop its knowledge through purchasing or 

internal development. The roots of knowledge development lie in a learning organiza-

tion, reflecting conversation management, innovation, knowledge management, core 

competences and invisible assets. Applying knowledge produces new knowledge, and 

with it even better leveraging applications can be created. This demands learning abili-

ties from individuals and organizations. (Roos et al. 1997, pp. 15 - 19) 
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4.1 Dynamic Knowledge 

 

Knowledge moves fast, slowly, usefully or unproductively through the organization. It 

is exchanged, bought, found, created and applied. The personal knowledge is static as 

opposed to organizational knowledge that is highly dynamic. Myers (1996, p. 2) defines 

organizational knowledge as processed information that is embedded in action enabling 

processes and routines. The core of organizational knowledge lies in individuals. It 

needs a motivating force powerful enough to get knowledge on the move in the organi-

zation, because individuals do not usually share their knowledge without considering 

what they will get or lose. According to Ståhle and Grönroos (1999, p. 79), a good 

knowledge sharing system is not enough, because the management example and organ-

izational culture affect the dynamics of knowledge strongly. (Davenport and Prusak 

1998, pp. 25 – 26) 

 

Intellectual Capital is more than just static knowledge in an individual’s head. It is also 

“intellectual action.” Individuals have knowledge and skills, but they can also use them. 

Relationships and processes are needed to transform knowledge into products and ser-

vices for the customers. This dynamic conversion and combination process from “hav-

ing” knowledge to “using” knowledge is important for the company’s value creation. In 

the literature, “having” knowledge is often referred to as Human Capital and “using” 

knowledge is often referred to as Intellectual Capital. (Swart 2006, p. 137) 

 

The world is constantly changing and so is the required and available knowledge (Haase 

et al. 2005, p. 1). Knowledge and its management have received increasing attention in 

the recent years (Kumar and Ganesh 2009, p. 161). There are two core processes of 

Knowledge Management behind sustainable competitive advantage: knowledge creation 

and knowledge transfer (Kumar and Ganesh 2009, p. 161; Von Krogh et al. 2001, p. 

421).  

 

 

 



 120 

4.1.1 Knowledge  

 

Successful knowledge companies create value through knowledge creation. Some of the 

knowledge and know-how of Human Capital becomes codified Intellectual Assets. (Sul-

livan 2000, pp. 156 – 157) Knowledge is usually divided into tacit and explicit knowl-

edge (Tiwana 2000, p. 66; Nonaka and Takeuchi, 1995). Tacit knowledge is the subjec-

tive knowledge in people. It is context-specific and difficult to articulate. “Many re-

searchers admit that tacit knowledge forms the foundation for building sustainable com-

petitive advantage” (Seidler-de Alwis and Hartmann 2008, p. 133). According to 

Nonaka and Takeuchi (1995, p. 8), tacit knowledge includes technical and cognitive 

elements. Competence and skills belong to the technical element of tacit knowledge. 

Cognitive elements focus on mental models and refer to individual images of reality 

(what is) and visions of the future (what should be).  Mental models are images, per-

spectives and beliefs, which help an individual to define the world. Articulation of men-

tal models is the key issue in the creation of new knowledge. Explicit knowledge can be 

encoded in written form in some device (Sullivan 2000, p. 228) and transferred into sys-

tematic and formal language in documents, databases or networks. Explicit knowledge 

is rational and objective, and as a metaphor it is just the tip of the iceberg of knowledge 

above the surface (Nonaka and Takeuchi 1995, pp. 60 - 61).  

 

Knowledge is subjective and created through practice. Instead of substance, knowledge 

should be understood primarily as a process. Reality does not have an “objective” exis-

tence, but it is created e.g. by an organization that perceives it as real. (Nonaka et al., 

2008) Nickols (2000) further divides knowledge into explicit, implicit and tacit knowl-

edge. Explicit knowledge is articulated e.g. in text or table format. The knowledge that 

could be articulated, but is not, can be called implicit knowledge. Nickols defines tacit 

knowledge as knowledge that cannot be articulated. (Nickols 2000, pp. 14 – 15) In this 

study tacit knowledge means, according to Tiwana (2000, p. 66) and Nonaka and Ta-

keuchi (1995), the knowledge that is difficult to articulate.   

 

According to Holma et al. (1997, pp. 8 - 9), the classification given below (Figure 54) is 

commonly approved. On the higher levels, the knowledge includes more thinking activ-
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ity and its usability as a disconnected material decreases. Data is raw ”material,” sym-

bols and lines of symbols without meaning. The given meaning transforms data into in-

formation. Knowledge is created through learning and it is context-related. Knowledge 

is reduced into information by separating it from its context. Understanding represents a 

higher level of knowledge and it contains a critical attitude towards and assessments 

about the usability, value and meaning of the knowledge. The refinement of knowledge 

into understanding can be seen as a life-long learning process. Wisdom is created from 

the continuous process of knowing and experience. Wisdom is the ambiguous combina-

tion of knowing, understanding and skills, including values and insights about wider 

meanings. (Holma et al. 1997, pp. 9 - 10) “A clever person can handle a tough situation 

that a wise person would never get into.” 

Figure 54. Hierarchical knowledge classification (Holma et al. 1997, p. 8) 

 

Knowledge needs to be known in order to understand Intellectual Capital. In a tradi-

tional description (Gladstone and Kawalek, 1999), information grows from data and 

knowledge grows from information. This should be replaced by a more realistic and cy-

clical description that reveals the social aspect, of how organizations actually develop 

and share knowledge in continuous interaction between their people. Knowledge is cre-

ated by doing, learning and communicating, and thus the organizational goals can be 

achieved. Knowledge is stored continuously, and during storage it is reduced into in-

formation. An information system is meant for gathering, sharing and recycling valu-

able knowledge in an organization before it is reduced into data by aging and moving 

far from its origin. (Gladstone and Kawalek 1999, pp. 248 – 249) 

 

Saint-Onge (1996) displays the process how data is converted to wisdom (Figure 55). 

Data is compiled from dispersed elements into a meaningful pattern in order to have in-
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formation. As information is converted into a valid basis for action, it becomes knowl-

edge. Upon achieving wisdom, we implicitly know how to generate, access and inte-

grate knowledge as a guide for action. As individuals and organizations move from data 

to wisdom, the depth of meaning increases and the interpretation shifts from being 

highly explicit at the data stage to entirely tacit at the point of wisdom. (Saint-Onge 

1996, p. 12) 

 

 

Figure 55. From data to wisdom (Saint-Onge 1996, p. 12) 

 

Saint-Onge (2002) defines information as “organized data”.  Davenport and Prusak 

(1998, p. 3) depicts information as a message, with a sender and receiver. A message is 

meant to make a difference to the receiver, but it is namely the receiver who decides if 

the message is really information for him/her. Information is data that makes a differ-

ence. Information transforms into knowledge when it is analyzed, attached to other in-

formation and compared with existing knowledge (Allee 1997, p. 62). 
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4.1.2 Knowledge Creation 

 

Knowledge (intellectual capital) is a major source of competitive advantage (Sullivan 

2000, p. 227). The process of interaction between tacit and explicit knowledge is the 

source of knowledge creation (Nonaka et al., 2008). To be precise, only individuals can 

create knowledge. A knowledge-creating process (Figure 56) is a social process of vali-

dating truth (Nonaka et al. 2008, p. 12). 

  

 

Figure 56. Knowledge spiral – the SECI model (Nonaka and Takeuchi, 1995, p. 71; cf. 

Nonaka et al., 2008) 

 

Nonaka and Takeuchi (1995, pp. 62 – 72) and Nonaka et al. (2000, 2008) emphasize 

tacit knowledge as the foundation of organizational knowledge creation and the interac-

tion of tacit and explicit knowledge as a source of innovation. According to these au-

thors, the four stages of knowledge transformation (Figure 56) are: 

 

- Socialization (from tacit knowledge to tacit knowledge) is the process in 

which tacit knowledge is shared and received without any articulation. Tacit 

knowledge can be increased by observing, imitating and practicing. In so-
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cialization, tacit knowledge like mental models and technical skills are cre-

ated. Shared experiences are important for understanding others. Field 

building means the creation of the conditions where shared experiences and 

mental models can be developed. 

- Externalization (from tacit knowledge to explicit knowledge) is the process 

where tacit knowledge is transformed into explicit concepts. Mostly the im-

ages are expressed by language and thus e.g. writing is a way to articulate 

tacit knowledge. Metaphors and analogies can be used in dialogues to ease 

articulation.   

- Combination (from explicit knowledge to explicit knowledge) is the process 

where different kinds of explicit knowledge are combined. Individuals 

change and combine knowledge through meetings, documents, phone calls 

and networks etc. Reformulation of existing knowledge may create new 

knowledge. The combination stage may get started by networking new and 

old knowledge from different parts of an organization. The roots of combi-

nation lie in information processing.  

- Internalization (from explicit knowledge to tacit knowledge) is the process 

in which explicit knowledge is transformed into tacit knowledge. Internali-

zation is strongly related to organizational learning. Internalization of the 

experiences, gained through socialization, articulation and combination, 

transforms into valuable assets in the form of shared mental models and 

technical skills. Socialization of the accumulated individual tacit knowledge 

starts a new round in the knowledge creation spiral.  

 

Nonaka and Toyama (2007, p. 18) refer to Nonaka et al. (2004) by defining knowledge 

vision as a direction for the knowledge creation. The knowledge vision needs to be con-

nected with the knowledge-creating process of dialogue and practice. Knowledge assets 

are the inputs and outputs of this process. Unlike the other assets, they are intangible, 

specific to the company and change dynamically. (Nonaka and Toyama 2007, p. 18, 25) 

Teece (Nonaka et al. 2008, p. xiii) argues that the Knowledge Spiral – SECI (Socializa-

tion, Externalization, Combination and Internalization) model framework (Figure 56) is 

also useful for large organizations when building and maintaining dynamic capabilities. 
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The organization (organizational capital) may support and provide context for knowl-

edge creation. Organizational knowledge creation is a process where individual knowl-

edge creation will be reinforced organizationally. Knowledge will be gathered from out-

side the company, attached to the company’s database, shared widely in the organiza-

tion and utilized in the development of new products and technologies. This interactive 

conversion process in the epistemological and ontological dimension enables continu-

ous innovation and may finally lead to competitive advantage. The dynamic nature of 

knowledge creation can be seen (Figure 57) as the interaction of these knowledge spi-

rals in epistemological and ontological dimensions. (Nonaka and Takeuchi 1995, pp. 6, 

73 – 74) The company reshapes the environment and itself through knowledge creation 

(Nonaka et al. 2008, p. xix). 

 

 

Figure 57. The spiral process of organizational knowledge creation (Nonaka and Takeu-

chi 1995, p. 73) 

 

In the epistemological dimension, knowledge moves and transforms between tacit and 

explicit knowledge. These forms of knowledge are not completely discrete but comple-

mentary to each other (Nonaka and Takeuchi 1995, p. 61). This conversion process be-

tween the knowledge forms is social process between individuals which increases the 

amount and quality of knowledge. In the ontological dimension, knowledge moves on 
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and between individual, group, organizational and inter-organizational levels crossing 

over intra and inter-organizational borders. (Nonaka and Takeuchi, 1995, pp. 72 - 73)  

 

However, Koskinen (2001, p. 15; Varela et al., 1991; Von Krogh and Roos, 1995) ar-

gues that according to Autopoietic Epistemology knowledge cannot be transferred but 

only produced with the help of a person’s existing knowledge. Data can be transferred, 

information is data put into a certain context and knowledge has to be produced. 

 

4.1.3 Knowledge Transfer  

 

Knowledge can be transferred through tradition or information. The articulation of tacit 

knowledge into explicit form facilitates its transfer. Knowledge transforms into infor-

mation when it is separated from its origin. Information is in many ways the ideal form 

for transferring knowledge, because it is quick, independent from its origin and secure. 

People just do not know how much they know, but they know more than they can tell. 

The recipient gives the meaning to the received information and it decreases the reliabil-

ity of information as a medium. Interpretation of information is based on context, ex-

periences, and situations, is influenced by feelings, and is thus always personal. Accord-

ing to Allee (1997, p. 60) and Koskinen (2001), the individual handles new information 

based on his/her previous knowledge in congruence with his/her mental models. The 

value is not about the information, but it is about knowledge creation where information 

can play a part. Interpretation makes knowledge out of information. Information tech-

nology enables a fast information transfer, but a human being learns mainly by imitat-

ing, talking and practicing. (Sveiby 1997, pp. 40 – 46) 

 

For organizational knowledge creation, the organization needs to provide the right kind 

of context for group activities and individual knowledge creation. Nonaka and Takeuchi 

(1995, pp. 74 – 83) list the following five organizational level conditions for the devel-

opment of a knowledge spiral (Figure 56):  
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- Intention Organizational objectives set guide lines for knowledge creation. 

This often means company strategy.  

- Autonomy Individuals and teams need autonomy guided by company objec-

tives. Self-organizing teams enable autonomic action on an individual level 

well. 

- Fluctuation and creative chaos accelerating the interaction between an or-

ganization and its environment. Fluctuation is not complete disorder, but or-

der without repetition. Fluctuation teaches the members of the organization 

to change their routines, behaviour and cognitive frameworks. Chaos is ini-

tiated naturally when a company faces a real crisis, e.g. crisis in the market. 

Company management may also intentionally create a feeling of crisis. This 

creates tension to define the problem and to solve it. Intentionally created 

chaos can be called creative chaos only if the members of the organization 

are able to evaluate their action themselves. 

- Redundancy means additional knowledge, which exceeds the immediate 

knowledge needs of the organization members. Redundancy may be used 

e.g. by bringing people from another function into the product development 

process, by solving problems in several groups and finally solving the prob-

lem based on this group work, and by recycling personnel in different tasks. 

Senge (1990) also argues that it is important to understand the structures and 

the forces behind them to make it possible to manage them. The informal 

meetings and happenings between people outside working hours increase 

redundancy and thus help to understand the meanings and perspectives of 

others. The balance between redundant information and knowledge man-

agement is an important issue to manage and costs must be optimized 

against the benefits. 

- Requisite variety According to Ashby (1956), the internal variety of the 

company should equal the external variety of the environment so as to be 

able to meet the challenges of the environment. Employees are capable of 

facing many kinds of occasional actions when a company has requisite vari-

ety. 
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Information systems, computers, databases and networks are enablers of knowledge 

work, but for instance the culture of asking for information and sharing it may be a trig-

ger for knowledge creation. It should be supported and made beneficial to share knowl-

edge. On the knowledge market, there are buyers, sellers and dealers. Often the buyers 

need knowledge to solve complex issues. Then insights and understanding is highly 

necessary. Data, information and easy answers are useless in this case. Buyers are own-

ers of important knowledge. They may sell their knowledge or stay out of the market. 

When knowledge is power, knowledge sharing may erode the provider’s power. Dealers 

know what people do and know. They may link knowledge buyers and sellers. Knowl-

edge will be shared if the parties believe that it benefits them. It is a task for knowledge 

management to secure that it is more beneficial to share than to withhold knowledge. 

Reciprocity, reputation as an important knowledge source and unselfishness are the fac-

tors that make the knowledge market work. Confidence can also be considered a neces-

sary requirement. (Davenport and Prusak, 1998) 

 

Middle management is in a significant position in organizational knowledge manage-

ment. Directors create the vision and middle management concretizes it so that it can be 

realized. Therefore middle management needs to solve contradictions between upper 

management wishes and the realities of the actual world. (Nonaka and Takeuchi, 1995; 

Nonaka et al. 2008, pp. xii - xiii) 

 

Leonard (2007, pp. 59 – 62) argues for two factors that help knowledge transfer: the de-

gree to which knowledge is explicit and the physical proximity of the knowledge source 

and the receiver. Explicit knowledge can easily be sent around the world in seconds to 

many recipients. It can be used for different purposes, but with time its value as knowl-

edge decreases. Physical proximity may create the necessary trust to evaluate the credi-

bility of the knowledge. Additionally, the same kind of background and experiences fa-

cilitate knowledge transfer.   

 

According to Davenport and Prusak (1998, p. 96; Hendriks, 2009), there are plenty of 

obstacles in the organizational culture that prevent knowledge transfer in organizations. 
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The most common obstacles and possible solutions to them are presented in the follow-

ing table (Table 6). 

 

Table 6. Knowledge transfer obstacles and solutions (Davenport and Prusak 1998, p. 

97) 

Obstacle Possible solution 

Lack of confidence Face to face meetings to build trust, re-

lationships and confidence 

Different cultures and vocabulary Create a shared understanding by train-

ing, conversations, publications, team-

work and recycling of work tasks 

Lack of time and meeting opportunities 

 

Organize time and space for knowledge 

transfer e.g. rooms or space for conver-

sations, conferences, etc. 

Appreciation and rewarding of the  

knowledge owner  

Assess the performance and reward 

knowledge sharing 

Lack of suitable knowledge receivers 

 

Train employees to be flexible, give 

time for learning and encourage open-

ness 

Belief of knowledge as the privilege  

for some group 

 

Encourage a non-hierarchical knowl-

edge approach. The quality of ideas is 

more important than the origin 

Low tolerance of accepting mistakes and 

the need for help 

Approve mistakes and cooperation. 

Appreciation does not decrease, even 

though not everything is known 

 

 

Managers dealing with knowledge transfer, meet different kinds of barriers. Knowledge 

always contains tacit dimensions that are impossible to transfer completely. Tacit 

knowledge may be hard to separate from its source if it is context- or culture- specific. 

Knowledge may also be in a form that is not useful for the receiver. It may be too de-

tailed a list of actions without any insights or just too broad and common a description 

that the receiver is unable to get any use from it. Also, the gap between the knowledge 

levels of the source and the receiver may hinder easy knowledge sharing. (Leonard 

2007, pp. 59 – 63) 
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Nonaka et al. (2008) offer a dynamic model (Figure 58), based on the SECI model 

(Figure 56), that illustrates the factors enabling knowledge creation in an organization. 

Enablers are related to motivating people to create knowledge, to creating relationships 

between people, and between people and the environment. 

 

 

 

Figure 58. A process model of the knowledge-based firm (Nonaka et al. 2008, p. 27) 

 

The given model (Figure 58) of factors that enable knowledge creation, consists of the 

following basic components (Nonaka et al., 2008):  

 

- Knowledge vision – the direction and focus of the knowledge to be created 

- Driving objectives – a mechanism that connects the vision to the knowledge 

creation process of dialogue and practice 

- The SECI process of dialogue and practice – synthesis that is achieved 

through thinking and action 

- “Ba” – shared context in motion, context for knowledge creation in terms of 

time, space and relationships with others   

- Knowledge assets – inputs and outputs of the SECI process 

- Environment – business “ecosystem” of knowledge, community of organi-

zations, institutions, and individuals that impact the company and the com-

pany’s customers and suppliers (Teece, 2007) 



 131 

Nonaka et al. (2000, pp. 21 - 22) categorize knowledge assets into four types: experien-

tial knowledge assets, conceptual knowledge assets, systemic knowledge assets and rou-

tine knowledge assets (Figure 59). 

 

 

 

 

Figure 59. Four categories of Knowledge Assets (Nonaka et al. 2000, p. 20) 

 

Knowledge arises from the knowledge-creation process of dialogue and practice. The 

term “Knowledge Assets” has affinities with the term “Intellectual Capital.” Knowledge 

assets include patents, licenses, databases, documents, skills, social capital, brand eq-

uity, design capability, organizational structures and systems, and organizational rou-

tines and cultures. (Nonaka et al. 2008, p. 42)  

 

Knowledge transfer has an important role in knowledge creation. Davenport and Prusak 

(1998, p. 101) define knowledge transfer as the sum of its sending and receiving. 

Knowledge, which the receiver has not obtained or understood, has not been transferred. 

The objective of knowledge transfer is to improve the organization’s capability to get 

things done and thus increase its value. (Davenport and Prusak, 1998) 
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4.1.4 The Contribution of Knowledge Management 

 

The knowledge economy stands on three pillars. Firstly, knowledge has become the 

most important factor of production, it is what we buy, sell and do. Secondly, knowl-

edge assets, i.e. Intellectual Capital has become more important to companies than 

physical and financial assets. And thirdly, to prosper in this new economy we need new 

vocabularies, new management techniques, new technologies and new strategies. 

(Stewart 2001, p. 5)  

 

Knowledge is an organization’s most strategic resource (Zack et al., 1999). Knowledge 

Management practices are positively associated with organizational performance, which 

in turn are associated with financial results. (Zack et al. 2009, p. 393) 

 

Knowledge captures a significant part of IC. Thus, Intellectual Capital Management 

also requires Knowledge Management. In its narrowest meaning, Knowledge Manage-

ment is seen from the information management point of view. In this case the organiza-

tion can be understood as information- or knowledge-processing mechanical equipment. 

(Holma et al. 1997, p. 31) Knowledge Management is facilitated by information tech-

nology, but is only a device for management of knowledge. Knowledge Management 

needs to be parallel with Intellectual Capital Management (cf. Wiig 1997, p. 400) and 

thus its task is to support the achievement of the company’s strategic objectives. Ac-

cording to Koskinen (2010, p. 117), Knowledge Management is tied to organizational 

objectives and it comprises organizational practices to identify, create, represent and 

share knowledge for the reuse, awareness and learning.  

 

Intellectual Capital Management and Knowledge Management are largely overlapping 

activities, but there is a clear factual difference between them. They cannot be per-

formed as clearly different activities, but are closely knitted together. Intellectual Capi-

tal Management concentrates on the development and management of Intellectual As-

sets from a strategic perspective. Knowledge Management is more detailed and concen-

trates on knowledge-related activities. Knowledge Management focuses on creating, 
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finding, converting and using knowledge from a tactical and operative point of view. 

(Wiig 1997, p. 400) 

 

The three main functions of Knowledge Management are production, conversion and 

transmission of knowledge. New knowledge can be produced by creating it, acquiring it 

for the company or combining existing knowledge. New knowledge has to be converted 

into an explicit form so that also the others in a company are able to use it when needed. 

The requirement for the use of knowledge is its timely accessibility. This is made possi-

ble by knowledge transfer methods. The purpose of Knowledge Management is to 

maintain and increase the effectiveness of these functions. Knowledge transfer has be-

come considerably easier with the development of information technology, but the 

problem with knowledge transfer is often its context dependence. Without context, 

knowledge is just information. (Ruggles 1997, pp. 1 – 7) 

 

There are two basic strategies for Knowledge Management. Companies should use both 

of them but choose one to emphasize. The choice is not industry-based, but on the na-

ture of the business strategy. According to the first basic strategy, knowledge should be 

converted into an explicit form and stored on computers and databases. Thus the knowl-

edge would be easy for every employee in the organization to obtain. Knowledge would 

be transferred from an employee to documents and separated from the knowledge pro-

vider. Independent knowledge is easy to share and use for different purposes. The other 

strategy emphasizes the meaning of personal contacts in knowledge sharing, because 

knowledge is often strongly person-related. The role of information technology would 

be then to serve as a communication device or channel, not as knowledge storage. The 

knowledge that could not always be converted into a form that could be stored, could be 

transferred e.g. through mutual private conversations. Knowledge Management is often 

dependent on computers and information technology (IT). Therefore experts in the IT 

section often have a great influence on Knowledge Management. Although Knowledge 

Management functions through IT systems, Knowledge Management is not about com-

puters, but learning. The learning ought to be useful and relevant, reflecting the work 

tasks to be done and enabling better performance. (Hansen et al. 1999, pp. 55 – 58; 

Gordon 1999, pp. 159 – 160)  
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In terms of opportunities of information technology in Knowledge Management, Data 

Mining and Knowledge Discovery is a fast-growing research field (Cios and Kurgan 

2005, p. 1). Knowledge Discovery refers to the overall process of discovering useful 

knowledge from data and Data Mining refers to a particular step in this process (Fayyad 

et al. 1996, p. 39). According to Fayyad et al., Data Mining is the application of specific 

algorithms to extract patterns from data. With the increased amount of generated and 

collected data, the need for analyzing data automatically has received more and more at-

tention from the business community recently (Pan 2010, p. 46). The true value of Data 

Mining and Knowledge Discovery is to find actionable information that can be utilized 

to improve business (Pan 2010, p. 46). 

 

There are also some key differences between Information Management (IM) and 

Knowledge Management (KM). KM deals with the tacit knowledge that resides in an 

individual’s mind, while IM deals with the explicit knowledge available in books and 

databases etc. Creation, innovation, learning, understanding and validation are the core 

issues in KM, while accuracy, speed, cost, security, efficiency, space, storage, retrieval, 

delivery and manipulation of data and information are the issues of central concern in 

IM. (Singh 2007, p. 174) 

 

Ricceri (2008, p. 8) refers to Mouritsen et al. (2005) and illustrates theoretical develop-

ments in Knowledge Management in three waves. The waves of Knowledge Manage-

ment are: 

 

- The first wave – focus on capturing the knowledge created by the employees 

from tacit into explicit knowledge form and transferring it to the other indi-

viduals. Knowledge Management was considered synonymous with knowl-

edge capture and distribution. 

- The second wave – focus on understanding Knowledge Resources and mak-

ing them manageable. The main shifts from the first wave were a broader 

view of Knowledge Resources, the ability of knowledge to make a differ-

ence to users and translating KR and KM into numbers to make knowledge 

manageable. 
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- The third wave – focus on incorporating strategy within the management of 

KR. 

 

Ricceri (2008, p. 5) argues that the tripartite classification of Knowledge Resources into 

human, structural and relational resources, is known as Intellectual Capital and is a 

framing device for understanding Knowledge Resources and related elements. Accord-

ing to Brooking (1999, p. 15), Intellectual Capital is the context for Knowledge Man-

agement. 

 

4.2 Organizational Learning 

 

”The creative tension between the strategic requirements presented by the external envi-

ronment and the internal capabilities of the organization are the prime engine that drives 

organizational learning” (Saint-Onge 1996, p. 13). 

 

According to Hoe (2008), it is widely agreed that the key characteristics of organiza-

tional learning are as follows: Organizational learning is a capability, it is comprised of 

several knowledge processes and the organization will alter the way it operates as a re-

sult of applying the knowledge. Organizational learning capability arises from the fact 

that organizations are able to apply knowledge to modify their behaviour in response to 

rapid changes in external factors. (Hoe 2008, p. 242) 

 

Organizational learning is a process, based on which the organization’s knowledge and 

value base changes, leading to better problem-solving capability and capacity to act. 

Organizations learn only through the individuals, but individual learning does not guar-

antee organizational learning (Senge, 1990). Thus individuals act as an intermediary for 

organizational learning. Organizational learning can be distinguished from individual 

learning based on the dependence of knowledge on some particular member of the or-

ganization. (Probst and Buechel 1997, pp. 14 – 15) 
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Allee (1997, p. 60), like Nonaka and Takeuchi (1995), emphasizes imitation and prac-

ticing in learning. The most powerful learning comes from direct experience as well as 

through trial and error (Nonaka and Takeuchi 1995, p. 10). Human beings register data, 

process it cognitively and place the gained information into their world view. Individual 

knowledge is like a knowledge network where many thoughts, feelings, concepts, ideas 

and beliefs are interwoven together. Individual mental models are formed according to 

how an individual believes the world functions. An individual organizes knowledge so 

that it is in congruence with the person’s own mental models. (Allee, 1997) 

 

Nonaka and Takeuchi (1995, p. 63, 69) emphasize physical experience in learning, like 

Berg and Shyung (2008), preferring informal learning activities rather than formal train-

ing. Personal and physical learning is at least as valuable as indirect cognitive learning. 

Learning requires conscious attention at the beginning, but after learning the needed 

skills the whole action moves under the control of unconsciousness (Senge, 1990). 

Physical and cognitive learning are interrelated. (Nonaka and Takeuchi 1995, p. 10)  

 

Argyris and Schön (1996) emphasize learning from errors and non-compatibilities. Sin-

gle-loop learning means making corrections of errors in the range of existing structures 

and values. This kind of learning occurs mainly as the striving for effectiveness. Dou-

ble-loop learning means correction of errors by changing existing routines, norms, 

structures and values. (Argyris and Schön 1996, pp. 20 – 22) 

 

Örtenblad (2001) and Maula (2006) argue that there is a clear distinction between a 

learning organization and organizational learning. “Learning organization is a form of 

organization while organizational learning is an activity or processes (of learning) in or-

ganizations. The learning organization needs effort while organizational learning exists 

without any” (Örtenblad 2001, p. 126). According to Maula (2006), a learning organiza-

tion refers to structures and other aspects that make learning possible, while organiza-

tional learning deals with the learning process. Gorelick (2005, p. 388) supports this dis-

tinction, also arguing that the learning organization and organizational learning can and 

should co-exist.  

 



 137 

“A learning organization is an organization skilled in creating, acquiring, interpreting, 

transferring, and retaining knowledge, and in purposefully modifying its behaviour to 

reflect new knowledge and insights.” (Garvin 2000, p. 11) 

 

“The ultimate purpose of organizational learning is for an organization to adapt to both 

external and internal environmental changes in order to maintain sustainable competi-

tive advantages.” (Chen 2005, p. 480) 

 

4.2.1 Enablers of Organizational Learning  

 

Dividing complex problems into parts makes it easier to handle them, but at the same 

time the big picture becomes blurred. The world should not be thought of as a creation 

of distinctive and unrelated forces, but as a whole where different parts affect each 

other. This thought provides a base on which to build up a learning organization. In 

learning organizations, people continuously increase their capacity to achieve the de-

sired results, develop their mental models and learn to learn together. The following five 

central disciplines should be developed when building up a learning organization 

(Senge 1990, pp. 5 – 11, 55 – 272): 

 

- Systems thinking is a conceptual framework by which it is possible to clar-

ify complex structures and thus ease changing them. It is important to un-

derstand the causes behind the incidences. Understanding how the system 

works makes it possible to manage and affect it. Managers should see the 

structures instead of the consequences to react to.  

- Personal mastery is discipline, in which personal vision is continuously 

brightened and deepened. The people with high-level personal mastery and 

their aspirations for continuous learning create the soul of the learning or-

ganization. A clear picture of the vision and current reality together generate 

creative tension, which is the source of energy. 

- Mental models are deep assumptions, generalizations, shapes or images 

which affect how we understand the world and how we act. Often people 
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are not aware of their mental models and how they affect their behaviour. 

Mental model development requires open dialogues to reveal one’s thinking 

and to be open to the effects of others. 

- Building a shared vision gets people to try their best and learn. Not because 

they have to, but because they want or desire to. A shared vision differs 

from an individual vision in being honestly committed to by many people, 

because it reflects their own personal visions. A shared vision is require-

ment for a learning organization. People who are committed to a vision want 

it and are ready to change the rules and structures to make it happen. 

- Team learning The performance of the team depends on the individuals and 

their abilities to act together. An effective team has a shared mission and 

shared vision, and the individuals understand how they can best accomplish 

each other’s, e.g. delegating without a shared vision creates negative chaos. 

Team learning requires dialogue and conversation skills. In dialogue, com-

plex issues are scrutinized creatively and freely, listening carefully is impor-

tant and also one’s own thinking is questioned. The meaning of dialogue is 

to reveal the discontinuities of thinking. In conversation, different perspec-

tives are presented and defended in order to find the best arguments for the 

decisions. Dialogue and conversation complement each others.  

 

Rowley and Gibbs (2008, p. 360) argue that the central significance of knowledge and 

learning for future company success has led to a great deal of development, compared to 

the original concept of the learning organization. Goh (2003) suggests the following as 

the building blocks of a learning organization: Clarity of mission and vision, Leadership 

commitment and empowerment, Experimentation and rewards, Effective transfer of 

knowledge, and Teamwork and group problem solving. 

 

Schein (1985, p. 7) argues that culture is a learned product based on shared experience. 

A sufficient number of shared experiences are needed to build shared understanding. 

The culture is a structure of basic assumptions. According to Senge (1990, p. 18), it is 

not coincidence that most organizations learn poorly. Fundamental reasons for this are 

how the companies are planned and managed, how the responsibilities and tasks are de-
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fined, and especially how people are taught to think and act in interactive relationships. 

Senge (1990, pp. 18 – 25) argues that seven factors affect organizational learning dis-

abilities: 

 

- People identify themselves as their position and think that their responsibili-

ties are limited to that alone 

- Some external factor is always blamed and it cannot be seen how our own 

actions have an effect outside our own position 

- Pro-activity is often replaced by reactivity, when it not known how we af-

fect our problems ourselves 

- Often the focus is on events, not on their causes 

- Inability to see gradually developing processes, from which may grow seri-

ous threats 

- Although the best lessons come from experience, we may not often have the 

opportunity to experience the effects of our important decisions 

- Defending one’s own opinions is often rewarded, less often the questioning 

of complex issues 

 

Broad data sources, sharing different perspectives and the willingness to utilize unex-

pected findings ease learning. Conflicts and arguments may be useful when the prevail-

ing opinions are tested. To apply what is learned, it is important that the compensation 

system supports new approaches. People need to feel that it is safe to apply what is 

learned. (Garvin 2000, p. 42)  

 

Probst and Buechel (1997) emphasize the difficulty of unlearning as one learning obsta-

cle. This is the process of erasing knowledge from memory. It enables one to accept 

new knowledge and change old knowledge structures. (1997, pp. 64 – 65) 
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4.2.2 Ability to Change 

 

According to Juuti (1995), the ability to change (Figure 60) in an organization is largely 

based on the capability of the members of the community to communicate with each 

other. Good relationships and trust are based on honesty. Trust comes from the feeling 

that the other is worthy of trust and acts as anticipated. Trust sets the basis for openness.  

 

 

 

Figure 60. Development of relationships and ability to change (Juuti 1995, p. 21)  

 

Senge (1990, p. 277) divides openness into participative and reflective aspects. Both are 

needed. Participative openness gets people to talk freely about their opinions and to par-

ticipate. Reflective openness, in turn, makes people assess themselves and their own 

thinking. Juuti (1995) argues that openness may increase as a result of the interaction of 

individuals. Openness enables presentation of different kinds of opinions, which in turn 

enables creative problem solving. Looking for new kinds of solutions in free conversa-

tion, may also create new kind of mental models. New visions and mental models en-

able change. (Juuti 1995, pp. 14 – 21) 

 

Failures are also opportunities to change. They might give information about erroneous 

opinions related to reality or about a strategy that does not work, or about unclear vi-

sions. Errors can also be seen as events whose full benefit has not yet been realized for 
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our use. Commonly, it is thought that things have to be very bad before people are ready 

to change. This may be too strongly expressed, because often people do not resist 

change, but they resist being changed. (Senge 1990, pp. 154 – 155)  

 

Organizational change is very much about people and effective managing of the change 

process is thus largely about managing the “people” aspects of the process. “The people 

in organizations can be either the key to achieving effective change, or the biggest ob-

stacles to success”. (Smith 2005, p. 408, 411) 

 

The following major conclusions can be made based on chapter 4: 

 

- A company’s competitive success in the 21
st
 century is highly dependent on 

development of Intellectual Capital through created and shared knowledge. 

- The core of highly dynamic organizational knowledge lies in static personal 

knowledge. 

- An important distinction needs to be made between tacit and explicit knowl-

edge, as between individual and organizational knowledge, in relation to 

organizational value creation. 

- Creative tension between the external environment and organizational ca-

pabilities is the prime driver of organizational learning. 

- Organization culture is an important driver behind knowledge sharing and 

organizational learning. 
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5. CONCEPTUAL MODEL CREATION 

 

During the former chapters, the knowledge base for conceptual analysis and model 

creation has been set. In chapter 1, the new value drivers of company success; in chap-

ter 2 Strategy; in chapter 3 Intellectual Capital and the most prominent models of it; 

and in chapter 4, knowledge together with learning organization as a background or 

platform for Intellectual Capital have been studied. In this chapter Intellectual Capital 

as a concept will be located in relation to the other concepts near to it, defined and 

conceptually broken down to its parts to build a new and more comprehensive model of 

IC (Model 2). This chapter is closed by the model, which figuratively integrates Strate-

gic Management and Intellectual Capital (Model 3) into a comprehensive Strategic 

Management framework. 

 

5.1 Outer Conceptual Analysis 

 

Intellectual Capital needs to be distinguished and defined as a different concept compar-

ing to the same kind of concepts surrounding it (Figure 9). The comparison between 

nearly the same kinds of concepts is limited to the following prominent ones: Balanced 

Scorecard, Business Intelligence, Knowledge Management, Total Resources and Finan-

cial Capital. 

 

Balanced Scorecard: The Balanced Scorecard (BSC), developed by Kaplan and Nor-

ton (1996, p. 9) is a device for strategy implementation and business performance 

measurement (Kaplan and Norton 1996, p. 21), while Intellectual Capital is more about 

the sources of value creation (Sullivan 2000, p. 28) in order to create sustainable com-

petitive advantage. Kaplan and Norton (1996, pp. 7 – 10) view, in their Balanced Score-

card, company goals and performance from the financial, business process, customer, 

and development & growth perspectives. These goals and performances are derived 

from company vision and strategy. The Balanced Scorecard helps to convert Strategy 

into goals and performances, and moves the focus to the future instead of the present. 

Using a Balanced Scorecard as a strategic tool it is possible to: clarify and interpret vi-
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sion and strategy; communicate and combine strategic goals and measures; plan, set 

goals and harmonize strategic initiatives; and get strategic feedback and learn. 

 

Roos et al. (1997, p. 15) argue that measuring Intellectual Capital also includes Human 

Resource measures, in addition to financial and balanced measurement systems. Ac-

cording to Olve et al. (1998, p. 138), the Skandia model (Figure 35) is a balanced meas-

urement system with Human Resources as an added fifth focus area. The company 

should concentrate on five measurement focus areas: financial, process, customer, hu-

man capital, and development & renewal (Edvinsson and Malone 1997, p. 68). To be 

precise, Intellectual Capital excludes Financial Capital itself, but it can be included in 

the measurement pattern for measurement purposes (e.g. Figure 35). 

 

Mouritsen et al. (2005) compare the Balanced Scorecard to Intellectual Capital as per-

formance management systems, finding similarities and differences. For both, strategy 

is the centrepiece. The Balance Scorecard builds on competitive strategy (Porter, 1980, 

1985) as it deals closely with the industry and competitive analysis (Kaplan and Norton 

1996, p. 37), while Intellectual Capital has oriented itself towards competency-based 

strategy (Grant, 1998). (Mouritsen et al., 2005) The similarities between these two are 

for example (Mouritsen et al., 2005): non-financial indicators are relevant, strategy has 

to be an explicit part of the performance management system, there has to be a compre-

hensive view of the firm’s situation and there must be attention to intangibles and 

knowledge. According to these similarities, Bontis et al. (1999), Petty and Guthrie 

(2000) and others suggest that the Balanced Scorecard is an integral element of Intellec-

tual Capital.  

 

Knowledge Management: Intellectual Capital is largely knowledge in some form, sup-

ported by Sullivan’s (2000, p. 17) definition that IC is knowledge that can be converted 

into profits. There are lots of common features, but also clear factual differences be-

tween them. Intellectual Capital Management concentrates on value creation on a stra-

tegic level and Knowledge Management focuses on knowledge activities on a tactical 

and operational level. The role of Knowledge Management is supportive in relation to 

Intellectual Capital. (Wiig, 1997) 
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Business Intelligence: The term “Business Intelligence” was originally and primarily 

aimed at supplying top management with relevant information, based on internal and 

external corporate data, in order to support strategic decision making. (Bucher et al., 

2009; Chamoni and Gluchowski, 2004) 

 

“Business Intelligence (BI) is the conscious, methodical transformation of data from 

any and all data sources into new forms to provide information that is business-driven 

and results-oriented. It often encompasses a mixture of tools, databases, and vendors in 

order to deliver an infrastructure that not only will deliver the initial solution, but also 

will incorporate the ability to change with the business and current marketplace. The 

purpose of investing in BI is to transform from an environment that is reactive to data to 

one that is proactive.” (Ranjan, 2008)  

 

Business Intelligence is more data- and information-oriented than Intellectual Capital. It 

is more like a device, whereas IC is more like a management philosophy. BI can be a 

useful tool for Intellectual Capital Management, providing a means to manage relevant 

information about the company and its environment. 

 

Total Resources and Financial Capital: The term for the upper level concept for Intel-

lectual Capital can be e.g. Market Value (Edvinsson and Malone 1997, p. 52), Total 

Value (Roos et al. 1997, p. 30) or Total Resources (TR) (Roos et al. 2005, p. 73). This 

refers to resources, capacity, ability, possibilities, and potential to create positive cash 

flow in the future and/or simply to evaluate it. This upper totality is often divided into 

Intellectual Capital and Financial Capital (FC) (Edvinsson and Malone, 1997) or tangi-

ble assets (Ricceri 2008, p. 5) or traditional resources (Roos et al., 2005). The idea is to 

separate Intellectual Capital from tangible monetary and physical assets, which can be 

found on the balance sheet (Figure 61). 
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Figure 61. Position of Intellectual Capital in conceptual hierarchy (Adapted from Roos 

et al., 1997; Roos et al., 2005; Ricceri, 2008)  

 

Outer conceptual analysis is summarized in Table 7, based on purpose and focus. Com-

pared to IC, the Balanced Scorecard has a narrower focus area concentrating on strategy 

execution. Knowledge Management and Business Intelligence, which focus on knowl-

edge and information, have a narrower and supportive role regarding IC. 

 

Table 7. Outer conceptual analysis summary 

Concept Purpose Focus 

Intellectual  

Capital 

enable to manage the 

company as a whole 

value creation and intangibles  

Balanced  

Scorecard 

facilitate strategy  

implementation 

performance measurement  

in strategy execution 

Knowledge 

Management 

manage  

knowledge 

knowledge  

and information 

Business  

Intelligence 

support strategic  

decision making 

information 

Total  

Resources 

describe all resources intangibles and tangibles 

Financial 

Capital 

describe monetary  

and physical capital 

balance sheet 

 

  

Level 1 

Level 0 Total 
Resources 

Financial 
Capital 

 

Intellectual 
Capital 
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5.2 Inner Conceptual Analysis 

 

In this sub-chapter, Intellectual Capital will be analyzed from different perspectives 

(Figure 9), here called dimensions. Possible contradictions will surface and be dis-

cussed. The dimensions in the analysis with sub-classes are: 

 

- Intensional dimension  

Human Capital – Organizational Capital – Relational Capital 

- Ontological dimension 

Tangibility – Intangibility 

- Epistemological dimension 

Tacit – Explicit Knowledge 

- Ownership dimension 

Capital – Asset – Property 

- Stability dimension 

Static – Dynamic 

 

Intensional Dimension  

(Human Capital – Organizational Capital – Relational Capital)  

Intellectual Capital is a concept to classify all organizational intangible resources as 

well as their interconnections (Bontis et al., 1999). According to Sullivan (2000, p. 17), 

IC is knowledge that can be converted into profits, but it seems to be too narrow a view 

on IC and a company’s financial success, because e.g. motivation and organizational 

culture are difficult to see merely as knowledge. Otherwise, a company’s financial suc-

cess is a complex issue. Changes in market prices, demand, competition or global econ-

omy for instance may affect a company’s profit level, in the same way as sudden dis-

continuities and coincidences. Länsiluoto and Eklund (2008, p. 403; Hawawini et al., 

2003) argue that multilevel environmental analyses (cf. Figure 18) can benefit compa-

nies e.g. by revealing threats in competitive environment which may decrease a com-

pany’s financial performance.  
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Sveiby (1997, p. 18) summarizes that the value of a company’s intangible assets is the 

difference between the book value and market value of the company. The “book value” 

provides a good intensional basis, but may also be confusing as a distinction between 

Financial Capital and Intellectual Capital concepts, because its content may vary be-

tween different countries and with time.  

 

The definitions above propose that Intellectual Capital includes knowledge, nonmone-

tary and nonphysical resources, but also all intangible resources. Sullivan’s view (2000, 

p. 18) concentrates on Human Capital, Intellectual Assets and Intellectual Property. 

Roos et al. (2005) and Roos (2005) argue that also Financial Capital, i.e. Monetary and 

Physical Capital, can be divided into tangible and intangible parts. Since accepting the 

idea that Intellectual Capital includes all intangibles, the proposition that a definition of 

Intellectual Capital might also incorporate the intangible parts of Financial Capital 

(Figure 45) can be deduced. 

 

The most common and generally accepted division of Intellectual Capital seems to be a 

tri-partite representation of IC categories as: Human Capital, Organizational Capital and 

Relational Capital (Saint-Onge, 1996; Edvinsson and Malone, 1997; Sveiby, 1997; Bon-

tis, 1998; Meritum Project, 2001; Lammi and Vanharanta, 2001; Roos et al., 2005; 

Sánchez-Cañizares et al. 2007, p. 423; Choong, 2008, p. 620; Ricceri, 2008; Dumay, 

2009). The terminology and intensions among the authors may differ.  

 

Human Capital comprises employees’ knowledge, competence (Roos et al., 1997), 

skills, know-how (Sullivan, 2000), motivation (Ford, 1992; Roos et al., 1997, Spencer 

and Spencer, 1993), values (Namasivayam and Denizci, 2006; Bontis, 2004), innova-

tiveness, capabilities, experience and abilities to perform the given tasks. It also in-

cludes the company’s values, culture and philosophy. (Edvinsson and Malone, 1997) 

Biological (Ford, 1992) and genetic (Hudson, 1993) qualities can also be included in 

Human Capital. Litschka et al. (2006) argue for a more integrative definition and sug-

gest that the health aspect should be incorporated into Human Capital. Some qualities 

like traits, motives (Spencer and Spencer, 1993), values and attitudes (Mayo, 2001) are 

difficult to change. This kind of definition of Human Capital seems quite holistic, taking 
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into account as it does the genetic, physical and mental qualities of human being. Social 

Capital is lately often found as one of the most prominent sub-components of Intellec-

tual Capital (Swart, 2006; Diefenbach, 2006; Sveiby (1997, p. 35) and it should be in-

cluded in the Intellectual Capital definition (Marr and Moustaghfir 2005, p. 1124; 

Bueno et al., 2004). It can be described as inter- and intra-organizational relationships, 

but its definition needs further clarification (Swart, 2006). Social Capital can also be de-

fined as a “set of assets in networks of personal relationships that can be valuable to 

achieve special objectives” (Adler and Kwon, 2002; Lin, 1999). The definition of Hu-

man Capital can be furthermore accomplished by capturing the potential of social net-

works. 

 

Organizational Capital can be divided into infrastructure, processes and culture. Organ-

izational culture can be defined as “a pattern of shared values and beliefs that help indi-

viduals to understand organizational functioning and thus provide them with the norms 

for behaviour in the organization” (Deshpandé and Webster 1989, p. 4). Saint-Onge 

(1996, p. 10) defines Organizational Capital (although using the term “Structural Capi-

tal”) as the capabilities of the organization to meet market needs. He divides it into sys-

tems, structure, strategy and culture. According to Roos et al. (1997, p. 47),  in Intellec-

tual Capital literature, the following subjects can be found placed under the term Organ-

izational Capital: processes, products, services, responsibilities, accountabilities, rela-

tionships between the members of an organization, goals, strategies, mission, policies, 

technologies, procedures, processes, organizational routines, corporate culture, risk 

management methodologies, sales management, financial structure, market or customer 

information databases and communication systems, brands, codified knowledge, pat-

ents, trademarks, copyrights, concepts and models. These seem to relate in some way to 

the organization’s goals, strategies, context, activities and results. For example, Roos et 

al. (1997; 2005) and Ricceri (2008), unlike Brookings (1996; 1999) and Sveiby (1997), 

place brands in the category of Organizational Capital. 

 

Relational Capital comprises customers, suppliers, partners, shareholders and other 

stakeholders (Roos et al., 1997). This clearly widens Saint-Onge’s (1996) definition of 

Customer Capital as the depth (penetration), width (coverage), attachment (loyalty) and 
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profitability of customers. Bueno et al. (2004, pp. 569 - 570) divide Relational Capital 

into Business Capital and Social Capital. Here the term “social” can be understood as 

the capital of the company’s non-commercial relations. According to Bueno et al., it 

should not be mixed with the relationships with Business Capital agents such as cus-

tomers, suppliers and competitors. This raises the interesting possibility of grouping Re-

lational Capital based on market activity. De Castro et al. (2004) also place public ad-

ministrations, trade unions, social movements, community and mass media under the 

concept of Relational Capital. 

 

Ontological dimension 

(Tangibility – Intangibility) 

“An intangible resource is everything of immaterial existence, which is used or poten-

tially usable for whatever purpose, which is renewable after use, and which not only de-

creases, but can remain or increase in quantity and/or quality while being used.” The 

term “Intangible” means the idea, not the paper on which it is written. (Diefenbach 

2006, p. 5) 

 

According to Roos et al. (2005, p. 73), the total resource portfolio can be divided into 

Traditional (physical and monetary) and Intellectual Capital resources. Value creation 

of Intellectual Capital relies on its dynamism. Intellectual Capital per se is like a sub-

stance, but to create value it needs to be dynamic. Money and physical resources are in-

puts into the dynamic value creation process of Intellectual Capital (Figure 62) 

 

Figure 62 illustrates the fact that value creation is a process where value increases in 

dynamic interaction between tangibility, intangibility and IC components, e.g. the em-

ployee has a social dialogue with his/her peers, gets an idea and writes it down, sends it 

to a contractor who builds a prototype. 

 



 150 

 

Figure 62. IC transformations and conversions in the ontological dimension 

 

All company resources can be categorized as tangible or intangible resources (Figure 

62), depending on its recognizability. Tangible resources are concrete and touchable, 

while intangibles are abstract and non-material.  In addition to intangible existence, In-

tellectual Capital can also have tangible expressions, e.g. patents or documents. (Roos et 

al. 2005, pp. 29 – 37) 

 

Epistemological dimension 

(Tacit Knowledge – Explicit Knowledge) 

Knowledge can be in tacit or in explicit form (Tiwana 2000, p. 66; Nonaka and Takeu-

chi, 1995). Tacit knowledge is subjective knowledge in people and difficult to articu-

late. Articulated knowledge is in explicit form. There are two levels of knowledge, tacit 

and explicit, held within each one of the three areas (Human Capital, Organizational 

Capital and Relational Capital) of Intellectual Capital (Saint-Onge 1996, p. 10).  
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Sullivan (2000, pp. 16 - 18) strongly relates tacit knowledge with Human Capital and 

codified, i.e. explicit, knowledge with Intellectual Assets. This comparison could also 

be made between tacit knowledge and intangibles, and also between codified knowledge 

and tangibles. These terms have quite similar intensions, but there are still clear distinc-

tions. For example, an individual may have tacit or explicit knowledge about something 

that is useless for the company’s value creation. In this case it is not in the range of In-

tellectual Capital or Intellectual Assets. Tangibles can be something other than knowl-

edge, e.g. a written contract between partners. 

 

Ownership dimension 

(Capital – Asset – Property) 

The term “Intellectual Capital” is more consistently used to refer to the intangible assets 

that a business can use to create value. Instead of the term “Capital,” the term “Assets” 

has also been used. The generally accepted meaning for the term “Asset” refers to items 

that are both ascertainable and transferable. The term “Capital” refers to something that 

can be used to create value and is not necessarily transferable. The term “Capital” also 

implies flow and flexibility, being generally accepted in the field of Intellectual Capital 

practitioners. (Al-Ali 2003, p. 32) 

 

Sullivan (2000, p. 18) divides Intellectual Capital into Human Capital (tacit knowledge) 

and Intellectual Assets (codified knowledge). Some of the Intellectual Assets are legally 

protected, e.g. patents and trademarks, and are thus called “Intellectual Property.” 

 

Human Capital cannot be owned by the company and is controlled by the individual. 

Organizational resources are (the only IC resources) owned and controlled by the com-

pany. Relational Capital cannot be owned and controlled, but may be influenced by the 

company. (Roos et al. 2005, pp. 21 – 22) According to Edvinsson and Malone (1997, p. 

11), unlike Human Capital, Structural Capital (organizational and customer relation-

ships) can be owned and traded. 
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Human Capital cannot be owned by the company, but it can be influenced so as to get 

tacit knowledge out of the employee and into explicit form. Explicit Human Capital, 

e.g. a document, can be the company’s Intellectual Asset and thus owned and legally 

protected by the company. Al-Ali (2003, p. 32) supports the thought that the term “As-

set” seems to be more suitable for covering, not the whole Intellectual Resources, but 

codified Human Capital that can be owned by the company. According to (Litschka et 

al., 2006), it also depends on the context, whether e.g. Human Capital can be considered 

an Intellectual Asset for the company. For example, some individual competence may 

be a valuable asset for the company in a certain context, but in another context not.  

 

 

 

Figure 63. The sub-sets of Intellectual Capital 

 

The sub-sets of Intellectual Capital (Figure 63) are defined by certain attributes. If some 

Intellectual Capital item is only in intangible form, it is called Capital. If the same item 

falls into the category of codified or explicit knowledge or tangibility, it is called an In-

tellectual Asset. And finally, if the same item is codified and protected by the law, it is 

called Intellectual Property. Intellectual Assets and Intellectual Property also fall under 

the term “Intellectual Capital.”  

Human Capital 

-knowledge, skills, etc. 

 

Organizational Capital 

-processes, culture, etc. 

 

Relational Capital 

-customer relations, etc. 

Intellectual Assets 

-documents 

-databases 

-drawings 

-designs 

-process descriptions 

-contracts etc. 

Intellectual Property 
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-trademarks 

-trade secrets 

Intellectual Capital 



 153 

Intellectual Assets are in fact intangible Intellectual Capital in tangible form (Figure 

63). Only a part of Intellectual Capital is Intellectual Assets, but all Intellectual Assets 

are Intellectual Capital. Intellectual Assets are Intellectual Capital converted into tangi-

ble or explicit form, and can be owned by the company. Sullivan (2000, p. 231) argues 

that Intellectual Assets are codified, tangible or physical descriptions of knowledge to 

which company can assert ownership rights. Thus e.g. the tacit knowledge of the em-

ployee (Human Capital) can be converted into codified knowledge that can be owned by 

the company (Intellectual Asset). Intellectual Property means Intellectual Assets owned 

by the company and protected by the law. 

 

Stability dimension 

(Static – Dynamic) 

Companies have different kinds of resource portfolios and resource transformation 

structures. The value is created through the transformation of one resource into another, 

e.g. competence into new processes and products, products into money. (Roos et al. 

2005, pp. 109 – 110) 

 

The relevance of Intellectual Capital for value creation lies in the “flows” between these 

components and elements. Classification models of Intellectual Capital provide “snap-

shots” of what resources the company has, but understanding of transformations is very 

important. (Ricceri 2008, p. 5)  

 

Intellectual Capital can be static and dynamic. Products, e.g. documents, are Intellectual 

Capital as well as the process in which the documents are created. Dynamic Intellectual 

Capital is about the “action,” while static Intellectual Capital is about “being.” Creating 

something is dynamic in nature and knowledge is used during the process. When the 

creation is ready, the knowledge can be thought to be realized in it. Thus, Intellectual 

Capital has both static and dynamic features.  

 

Human Capital creates the organization, facilities and products by which the revenues 

are gained on the competitive market, i.e. competence and knowledge are transformed 
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into structures, processes, relationships and customer value to get profit. Also John 

Kenneth Galbraith, who was the first who published the term Intellectual Capital in 

1969 (Feiwal, 1975), argues that Intellectual Capital is not just a static intangible asset 

per se but an ideological process; a means to an end (Bontis, 1998).  

 

5.3 Intellectual Capital Ontology 

 

The new Ontology is based on the generally accepted tri-partite Intellectual Capital 

Model (Figure 27) of Saint-Onge and Sveiby (Sullivan 2000, p. 177), which has been 

further developed e.g. by Roos et al. (2005). The model is divided into Human Capital, 

Organizational Capital and Relational Capital.  

 

The Intellectual Capital field does not need any more frameworks or classifications. In-

stead, better and clearer definitions of what we mean by IC when it is used in research 

or practise are needed. The lack of clear definitions of IC creates confusion and limits 

potential to create a valid body of knowledge. (Marr and Moustaghfir 2005, pp. 1115, 

1119 - 1120) 

 

Usually when making a definition, the perspective needs to be explicit (Thompson 

1983, p. 336). Marr and Moustaghfir (2005, pp. 1121 - 1124) argue that any definition 

of Intellectual Capital should take into account three dimensions (Figure 65): perspec-

tive, role and components. They believe that discussing these three dimensions in any 

attempt to define Intellectual Capital will improve our understanding of the field of In-

tellectual Capital. 

 

Marr and Moustaghfir (2005) provide the following disciplinary perspectives: Econom-

ics, Strategic management, Finance, Accounting, Reporting and disclosure, Human re-

sources, and Marketing and communication. (2005, pp. 1121 - 1124) 
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It is also important to clarify the roles that Intellectual Capital plays in the chosen con-

text. Based on company vision and strategy, two roles for Intellectual Capital can be de-

rived (Figure 64). These roles are value creation and value extraction. The role of Intel-

lectual Capital as a value creator may be to produce innovations and new technologies, 

which in turn result in products and services in the future. The role of Intellectual Capi-

tal may also be considerable as a creator of image and reputation. The business strategy 

of the company tells us what kind of value the company should create. (Sullivan 2000, 

pp. 26 - 29)  

 

 

 

  

 

 

 

Figure 64. Determining the roles for Intellectual Capital (Sullivan 2000, p. 28) 

 

The roles IC plays can be classified into three main categories according to Marr and 

Gray (2003): 

 

- Strategy management – the category that comprises the roles of managing 

strategy formulation, strategy execution, and strategic diversification and 

expansion 

- Influence behaviour - which comprises the roles of monitoring progress and 

rewarding or compensating behaviour 

- External validation - which comprises the roles of internal and external 

communication, benchmarking, and compliance with regulations  

 

Any IC definition should include a statement of the role of IC and clarify why IC is 

considered important to measure or manage. The importance of measuring and manag-

http://www.emeraldinsight.com/Insight/ViewContentServlet?contentType=Article&Filename=Published/EmeraldFullTextArticle/Articles/0010430902.html#idb28
http://www.emeraldinsight.com/Insight/ViewContentServlet?contentType=Article&Filename=Published/EmeraldFullTextArticle/Articles/0010430902.html#idb28
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ing IC is often assumed without sufficient justification. Definitions are likely to vary 

depending on the role of IC. Definitions of IC for external validation or disclosure will 

most likely be different to IC for internal strategy formulation. (Marr and Moustaghfir, 

2005)  

 

 

 
 

 

Figure 65. A three-dimensional framework to define IC (Marr and Moustaghfir 2005, p. 

1123) 

 

In this study, the role for Intellectual Capital is value creation from the Strategic Man-

agement perspective, and Intellectual Capital will be defined and broken down into its 

component parts in this sub-chapter.  

 

Intellectual Capital  

Hierarchy Index: 1 

Discussion: Some researchers (Marr and Moustaghfir, 2005; Al-Ali 2003, pp. 31 – 33) 

study the origins and meanings of the basic terms of Intellectual Capital like “intellec-
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tual,” “capital” and “assets.” They argue that “Intellectual” refers strongly to rational 

thinking, excluding feelings and emotional intelligence. “Intellectual Capital” also in-

cludes the intellectual assets that are not intellectual and the meanings of the terms “as-

sets” and “capital” are broadened beyond their meanings as financial accounting terms. 

“Asset” refers generally to items that are both ascertainable and transferable, whereas 

“capital” refers to possessions for creating income. “Capital” also implies flow and 

flexibility and is not necessarily transferable. In the field of Intellectual Capital Man-

agement, the meanings of the terms are expanded, and in spite of some contradictions, 

Marr and Moustaghfir (2005) like Al-Ali (2003) also conclude that Intellectual Capital 

means any intellectual resources that can be used to create value. 

 

IC is non-material and it covers all intangibles (Bontis, 1999), which business can use to 

create value. IC may also be in tangible form, e.g. when tacit knowledge is codified on 

paper. Although the document is tangible, the intent still remains intangible. Thus, IC, 

like Financial Capital, can exist in intangible and tangible form. Roos et al. (2005, p. 

35) reveal the intangible side of Financial Capital, and by defining all the intangibles in 

IC, Financial Intangibles are also part of IC. Financial Tangibles i.e. Monetary and 

Physical Assets are often found on the balance sheet and are excluded from the defini-

tion of IC. 

 

From its very nature, Intellectual Capital is about intangibility. A company has different 

kinds of resources such as money, physical resources like land, materials and devices 

etc., and resources based on human intellect like competences, understanding, wisdom, 

knowledge, motivation, values, etc. In a company everything begins with human beings, 

who think, set goals, and hire more talented people, and together they get more re-

sources, and organize them to create value for the customers to make profit for the com-

pany. IC can be static as results and dynamic in action. 

 

Through the value creation process, more and more Intellectual Capital will be incorpo-

rated into the products or services that the company provides. For example when cash is 

used to acquire some materials, and they are combined with technology, logics and de-

sign, the value may be much more than the cost of the materials alone. This also means 
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that there are items like semi products in balance sheet assets that more or less include 

Intellectual Capital. Intellectual Capital can be converted into tangible form and then it 

can be called an Intellectual Asset, but it is still Intellectual Capital. 

 

It may be confusing to use balance sheet content to define Intellectual Capital. It is more 

like a useful metaphor to be used when this term is roughly and quickly explained, i.e. 

Intellectual Capital is all the company resources, which the company has for value crea-

tion except the ones on the balance sheet. Also, there are items on the balance sheet e.g. 

patents, that are clearly defined as intangible Intellectual Capital. Balance sheet contents 

may also vary depending on the country and the time. So, it is better to define Intellec-

tual Capital based on intangibility rather than on the balance sheet.  

 

Intellectual Capital is about intangibility and based on Human intellect. For example, 

the factory per se is tangible and thus not Intellectual Capital, but its qualities and at-

tributes like location and usability can be Intellectual Capital. These intangibles are not 

necessarily created intentionally, but can be Intellectual Capital when found, understood 

and used for value creation. Defining Intellectual Capital this way omits only money 

and material. Roos et al. (2005, p. 19) see IC as intellectual resources that are at least 

partly controlled or influenced by the company. That leaves Environmental Context is-

sues out, e.g. global political and economic conditions and trends. Thus company-

specific IC is an entity on its own, but related to its Environmental Context (Figure 18). 

IC valuation is dependable on the context. 

 

Only the concept of intangibility and the tri-partite model (Figure 66) are generally ac-

cepted by the practitioners and researchers of Intellectual Capital (Dumay, 2009). Based 

on an extensive literature review, the authorities Marr and Roos (2005) also use the 

terms Human, Relational and Organizational, in the classification of Intellectual Capital. 

Intellectual Capital: “All the intangibles that can be used to create value.” 

Sub-categories: Human Capital, Organizational Capital and Relational Capital. 
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Figure 66. Intellectual Capital sub-categories – level 2 

 

5.3.1 Human Capital  

 

Hierarchy Index: 1.1 

Discussion: Human Capital is the thinking part of IC (Roos et al. 1997, p. 32). It com-

prises knowledge, skills, innovativeness, capabilities and the experience of the whole 

company’s personnel, including individual employees’ abilities to perform given tasks 

(Edvinsson and Malone, 1997). Human Capital is in individual employees. Marr and 

Roos (2005, p. 33) argue that Human Capital is very similar to Nonaka and Takeuchi’s 

(1995) concept of tacit knowledge. Human Capital is owned and controlled by the indi-

vidual, not by the company (Roos et al. 2005, p. 31). Diefenbach (2006) divides Human 

Capital into intangible resources that belong to the Individual and Social Capital (cf. 

Figure 67). The terms Personal Capital and Interpersonal Capital could equally well be 

used. Examples of Human Capital are the competences, knowledge, skills, traits, values, 

attitudes, motivation, behaviour, innovativeness and personal networks, of an individu-

al. 

Human Capital: “Qualities, skills, competences and potential that employees take 

with them when they leave the company.” 

Sub-categories: Individual Capital and Social Capital. 
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Figure 67. Human Capital sub-categories – level 3 

 

Individual Capital 

Hierarchy Index: 1.1.1 

Discussion: Individual Capital (Personal Capital) captures the potential that is directly 

linked to the individual, excluding interpersonal relationships. According to Diefenbach 

(2006), this includes tacit knowledge, skills, competences, abilities, values, feelings, 

health, well-being and personality. Biology (Ford 1992, p. 69) or genetic inheritance 

(Hudson, 1993; Bontis, 1998) is also one important factor of Individual Capital. 

Individual Capital: “Personal qualities and capabilities, excluding interpersonal re-

lationships.” 

Sub-categories: e.g. biology (genetic inheritance), work ability (physical and mental 

work ability), competences (skills, knowledge) and mental models (traits, values, atti-

tudes, motivation). 

 

Social Capital 

Hierarchy Index: 1.1.2 

Discussion: A definition of Intellectual Capital might also include Social Capital (Marr 

and Moustaghfir 2005, p. 1124; Namasivayam and Denizci 2006, pp. 387 – 388; Sveiby 

1997, pp. 35 – 36; Bueno et al. 2004, pp. 569 - 570). Nahapiet and Ghoshal (1998, p. 

260) argue that the roots of Intellectual Capital are deeply embedded in social relations 

and in the structure of these relations. They define Social Capital (1998, p. 243) as the 

sum of the actual and potential resources embedded within, available through, and de-
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rived from the network of relationships possessed by an individual. Social Capital thus 

comprises both the network and the assets that may be mobilized through that network 

(Bourdieu, 1986; Burt, 1992). Intra-social capital refers to relationships inside the com-

pany and inter-social capital refers to relationships with clients and shareholders (Bueno 

et al. 2004, p. 561). The personal relationships and the networks of the individual em-

ployee are Social Capital, but since these become collective with the other employees in 

the company, they become more and more like Relational Capital. It is furthermore pos-

sible to convert these into Organizational Capital by signing a contract about coopera-

tion. Bueno et al. (2004, p. 560) argue that it is justified to introduce Social Capital into 

Intellectual Capital. 

Social Capital: ”Potential of the interpersonal networks.” 

Sub-categories: e.g. Intra-Social Capital (relationships inside the company) and Inter-

Social Capital (relationships outside the company, e.g. clients and other stakeholders). 

 

5.3.2 Organizational Capital 

 

Hierarchy Index: 1.2 

Discussion: Organizational Capital is the capabilities of the organization to meet the 

market needs (Saint-Onge 1996, p. 10). All the things that remain in the organization 

when the employees have left the building (Edvinsson and Malone 1997, p. 11), exclud-

ing external relationships, are owned and controlled by the company (Ricceri 2008, p. 5; 

Roos et al. 2005, p. 19, 31). Ricceri (2008, p. 5) defines Organizational Capital as Intel-

lectual Property and infrastructural resources such as methods, procedures and organiza-

tional contexts for the individuals to meet strategic objectives. Organizational Capital 

(Figure 68) also includes strategy, processes, infrastructure, and products and services 

(Saint-Onge 1996, p. 10). Organizational Capital covers e.g. strategy, organizational 

culture, management systems, contracts, value of the structural layout of the organiza-

tion, Intellectual Property, brands, technology, databases, software, processes, proce-

dures, systems, information, inventions, documents, designs, the intangible side of 

physical and financial assets. 

Organizational Capital: “Organizational capabilities and potential to meet market 

needs.” (Saint-Onge 1996, p. 10; Grant 2005, p. 144)  
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Sub-categories: Strategy Capital, Capability Capital, Infrastructure Capital and Value 

Capital. 

 

 

 

Figure 68. Organizational Capital sub-categories – level 3 

 

Strategy Capital 

Hierarchy Index: 1.2.1 

Discussion: Strategy is an important part of Organizational Capital (Saint-Onge, 1996). 

It includes the strategic objectives and goals as well as the ways to achieve them. This is 

supported by Sullivan (2000, p. 232) and Litschka et al. (2006, p. 163). Strategy Capital 

covers the issues on strategic level that constitute what are the objectives and how they 

will be achieved. 

Strategy Capital: “The factors directing the action, i.e. the strategic objectives and 

the ways to achieve them.”   

Sub-categories: e.g. Mission, Vision, Values and Strategy.  

 

Capability Capital 

Hierarchy Index: 1.2.2 

Discussion: Processes are often represented as a sub-category of Organizational Capital 

(Edvinsson and Malone, 1997; Roos et al., 1997; Roos et al., 2005). Also, the Renewal 

and Development function is considered as a significant part of Structural Capital (Ed-

vinsson and Malone, 1997; Roos et al., 1997). Capability Capital means what is to be 
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done to achieve the strategic goals. Capabilities, processes, functions and projects are all 

included. Capability Capital is collective potential.  

Capability Capital: ”Capabilities needed to achieve the strategic goals and bring 

value to the customers.”  

Sub-categories: e.g. Core Competences, Core Technologies, Core Processes, Core 

Functions, Competitive Advantages and Renewal and Development.  

 

Infrastructure Capital 

Hierarchy Index: 1.2.3 

Discussion: Infrastructure is a context, an environment, which supports and facilitates 

the company’s capabilities and daily activities to bring value for the customers. Roos et 

al. (1997, p. 48) support this idea and highlight Intellectual Property as an important 

part of this infrastructure. Infrastructure Capital is owned and at least partly controlled 

by the organization. Infrastructure Capital can be divided, according to Roos et al. 

(2005, p. 76), into Internal and External Infrastructure based on the orientation. Internal 

Infrastructure includes: 

 

- Financial Intangibles – this is the intangible side of Financial Capital (cf. 

Figure 45; Roos 2005, p. 35 – 36) and can be divided into Monetary and 

Physical Intangibles. Monetary Intangibles include balance sheet strength 

and credit ratings, while Physical Intangibles include plant locations, for in-

stance. It is not the money or the physical item itself, but more its qualities 

or attributes.  

- Structures – responsibilities and accountabilities that define positions of and 

relationships between the members of an organization (Saint-Onge 1996, p. 

13). An example of this is the structure itself and its organization chart 

where the power relations between the parts of the organization and the 

managers are defined.   

- Internal Systems – the organizational systems which enable or facilitate ac-

tion inside the organization. Examples of these are communication systems, 

Information Technology Systems, Software Products and Databases.  

- Technologies – including methodologies, methods and procedures. 
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- Culture – the way of doing business (Moore and Graig 2008, p. 22) and the 

sum of individual opinions, shared mindsets, values, and norms within the 

organization (Saint-Onge 1996, p. 13). Several authors define organizational 

culture as “symbols, myths and rituals that form an integral part of the con-

scious and subconscious mind of the group” (Sánchez-Cañizares et al. 2007, 

p. 410).   

- Innovations – new inventions and innovations which may increase the value 

perceived by the customers or facilitate its creation. These may be e.g. pat-

ented for protection or for licensing purposes. 

- Organizational information – organizational knowledge mainly in explicit 

form that supports value creation e.g. manuals, HR policy, descriptions, de-

signs, publications, documents and information on resources and compe-

tences. 

 

External Infrastructure includes: 

 

- Brand – the image of the product, service or company on the market. The 

brand can be protected by e.g. a trademark or service mark (Brooking 1996, 

p. 22). Moore and Craig (2008, p. 23) emphasize its meaning as an end in it-

self.  

- Contracts – written agreements about e.g. the cooperation or business rela-

tionship between two or more parties. Contracts are also placed under Or-

ganizational Capital by Roos et al. (2005, p. 36). 

- Market information – knowledge mainly in explicit form about the markets, 

the players involved and influencing issues. Examples of this are e.g. cus-

tomer information, competitor analysis, estimations about consumer behav-

iour and industry attractiveness. 

- Business models – innovative ways i.e. logic, to make money on the market. 

- External systems – the systems of the organization which enable or facilitate 

action oriented clearly outwards from the organization like a Customer Re-

lationship Management (CRM) system and Internet-based systems for sales, 

marketing and customer service, etc. 
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- IP – Intellectual Property protected by the law including e.g. trademarks, 

copyrights, patents, trade secrets and licenses (Moore and Craig 2008, p. 

22). 

 

Roos et al. (2005, pp. 35 – 36) make a distinction between intangibles and Intellectual 

Capital, but comments that the distinction is not semantic. In this study all the intangi-

bles that create value for the company are defined as Intellectual Capital. For example, a 

good credit rating and plant locations can be part of Intellectual Capital and the outcome 

of the conscious decisions of the management.  

Infrastructure Capital: “Infrastructure is the context, device or environment which 

supports and facilitates the company’s capabilities and daily activities to bring 

value for the customers.” 

Sub-categories: e.g. Financial Intangibles, Structures, Systems, Technologies, Culture, 

Innovations, Information, Brand, Contracts, Business Models and Intellectual Property. 

 

Value Capital 

Hierarchy Index: 1.2.4 

Discussion: Wernerfelt (1984) argues that resources and capabilities must be embedded 

in the end products or services to create value for the customers. Roos et al. (2005, p. 

76) also argue for service offerings and product concepts as a part of externally oriented 

Organizational Capital. When Intellectual Capital and the capability to create cash flow 

in the future needs to be assessed, it is important to know what is the value that the cus-

tomers are paying for and in what kind of products and services it is embedded. 

Value Capital: “The value embedded in products and services, which is delivered to 

the customers.” 

Sub-categories: e.g. Products and Services 
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5.3.3 Relational Capital 

 

Hierarchy Index: 1.3 

Discussion: Relational Capital encompasses all the relationships the organization has 

with entities outside the organization and that influence the organization’s ability to cre-

ate value (Roos et al. 2005, p. 74). According to them, (p. 75) Relational Capital in this 

study can be grouped as Business Capital and Environmental Capital (Figure 69). Busi-

ness Capital is about the customers, suppliers, partners and competition, while Envi-

ronmental Capital is about the surroundings of Industry or Business Capital including 

politics (regulatory bodies and governments), investors, unions, media, societies, 

knowledge sources and other stakeholders. The company may be involved in several 

Business Areas or industries, and may thus also have different kinds of competitive en-

vironments. This is the case also on the corporate level. Relational Capital cannot be 

owned and controlled, but may be influenced by the company (Roos et al. 2005, pp. 21 

– 22). Gummesson (2002, p. 228) argues for valuing the relationships of the company 

with Return on Relationships (ROR), which he defines as follows: “Return on relation-

ships (ROR) is the long-term net financial outcome caused by the establishment and 

maintenance of an organization’s network of relationships.” Relational Capital compris-

es entities and relationship between them. 

Relational Capital: “Relationships with the entities outside the organization and 

their potential to influence the organization’s ability to create and extract value.” 

Sub-categories: Business Capital and Environmental Capital.  

 

 

 

Figure 69. Relational Capital sub-categories – level 3 
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Business Capital 

Hierarchy Index: 1.3.1 

Discussion: Business Capital (Figure 69) refers to an industry or a business area (BA) 

where competition occurs. This can also be applied on corporate level, but often the re-

view needs to be reduced to be done through the business areas. According to Porter 

(1985, p. 5), the core of the company’s business is formed by its customers, suppliers 

and competitors. The Intellectual Capital embedded in the form of relationships in in-

dustry comprises the core of the Business Capital of the company. Also, the relation-

ships with business partner organizations can be included in Business Capital.  

 

Suppliers are often defined as a separate group (Roos et al., 1997, 2005; Ricceri, 2008), 

different from partners. For example, distribution channels can be seen as a service pro-

vider. Suppliers themselves, the quality of the relationships and the value through the 

relationships are all parts of Business Capital. Porter (1985) notes that the negotiating 

power of suppliers is one competitive force in business competition.  

 

Partners in the form of e.g. joint ventures, alliances or other kind of co-operation can 

play a crucial role in business success (Roos et al., 1997). These relationships may be 

confirmed by contract (formal partnerships), or not (informal partnerships). Competitors 

or relationships with them are relatively seldom mentioned in listings of Relational 

Capital, but are in any case significant factors influencing future company success. 

Green and Ryan (2005, p. 47) propose competitors as an important intangible value 

driver, in relative order right after customers. Bueno et al. (2004, p. 567) explain the 

company as a network by the set of estimated value of existing and potential relation-

ships. They emphasize relationships with competitors as one of the main ones, espe-

cially with those allied to the company. Competitors and relationships with them may 

thus share positive thrust for company success. For example, strong competitors may 

drive new standards and teach customers to use new services, thus widening markets 

and demand, also benefitting the competition.  

 

In the early days of Intellectual Capital literature Customer Capital (e.g. Saint-Onge, 

1996; Edvinsson and Malone, 1997) often replaced the broader term Relational Capital 
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(e.g. Roos et al., 1997, 2005; Ricceri, 2008). In this study Customer Capital is a possible 

sub-category of Business Capital covering customers and relationships with them. 

Saint-Onge (1996) proposes the following dimensions for customer relationship as-

sessment: the depth (penetration), width (coverage), attachment (loyalty) and profitabil-

ity of customers. 

Business Capital: “The relationships with the main players in the core of the com-

pany’s business area.” 

Sub-categories: e.g. Suppliers, Partners, Competitors and Customers.             

 

 

Environmental Capital 

Hierarchy Index: 1.3.2 

Discussion: Relational Capital outside of Business Capital is considered to be Environ-

mental Capital. In strategic IC analysis, both of these are important. Teece (2007), like 

Porter and Kramer (2011, p. 7), argues that for the company’s external analysing pur-

poses it is not enough to focus on the competitive forces of industry. A more compre-

hensive analysis on the community of organizations, institutions and individuals, like 

regulatory authorities, standard-setting bodies, the judiciary, and educational and re-

search institutions needs to be included. 

 

Owners (Roos et al. 2005, p. 75) and other shareholders (Roos et al. 1997, p. 44) are 

also an important part of Relational Capital. Investors should find the company a sound 

investment to make it possible for the company to get financing when needed. Investors 

may also bring value to the company, e.g. in the form of competences or personal net-

works. Intellectual Capital Reporting is one way to inform investors about the profit-

making possibilities of the company.  

 

Companies may have different industries and business environments, and thus the 

meaningful sub-categories of Environmental Capital may vary. Roos et al. (2005, p. 75) 

provide a good list of relational resources. For example, the following categories can be 

classified under the term “Environmental Capital”: Politics and Regulatory Bodies, Me-
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dia, Universities, Unions, National and Local Governments, Educational Institutions 

and Advisory Board. 

Environmental Capital: “The relationships with the main players outside the core of 

the company’s business area.” 

Sub-categories: e.g. Politics and Regulatory Bodies, Investors, Media, Universities,  

Unions, National and Local Governments, Educational Institutions and Advisory 

Boards. 

 

Additionally, the following definitions can be made (cf. Figure 70): 

 

- Intellectual Capital = Human Capital + Structural Capital 

- Human Capital = Individual Capital + Social Capital  

- Structural Capital = Organizational Capital + Relational Capital 

 

According to Edvinsson and Malone (1997, p. 35) Structural Intellectual Capital can be 

defined as the embodiment, empowerment and supportive infrastructure of Human 

Capital. Structural Capital comprises Organizational and Relational Intellectual Capital. 

Structural Capital remains even if an employee leaves the company. 

 

 
 

Figure 70. The location grid of Intellectual Capital 
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The entity-relation structure can be found on both personal and organizational level 

(Figure 70). According to Löwendahl (2000, p. 87), intangibles can be divided into 

Competences and Relations. Both of these can be further divided into individual and 

collective intangibles. Social Capital is related to individual person and belongs to indi-

vidual person, like Relational Capital is related to Organizational Capital and belongs to 

Organizational Capital. An individual can use his/her competences to create and main-

tain a social network in private and work life. To transform these social networks for the 

company benefit, they need to be transformed into organizational relationships and 

maybe even in written contracts between companies. In such a form it would be Organ-

izational Capital and thus owned and able to be traded. 

 

5.4 Strategic Intellectual Capital (Model 2) 

 

The review on existing major Intellectual Capital models gave rise to the idea of build-

ing a comprehensive framework, which allows the strategic assessment of Intellectual 

Capital according to a Strategic Management perspective. Literature on Intellectual 

Capital reveals a clear lack of this kind of work. (Martín-de-Castro et al. 2006, p. 325) 

 

The structure of the created Intellectual Capital Model was actually created during the 

conceptual model creation described in sub-section (5.3). The structure is depicted as a 

schematic tree in Figure 72 and as an illustrative model in Figure 73. A company may 

create value through Human Capital, Organizational Capital and Relational Capital. 

These components need to be compared in parallel to strategic objectives, strategy and 

each other. In addition, these components need to be developed in balance, because 

value creation is based on the combination of all of them to. Human Capital can be con-

verted into value on the market through Organizational Capital, and market information 

can be captured into Organizational Capital for Human Capital to create new value. The 

realized value can be converted into Financial Assets (FA) in the intersection of these 

three Intellectual Capital components. The new model (Figure 73) is based on the gen-

erally accepted tri-partite IC classification of Saint-Onge and Sveiby (cf. also Edvinsson 

and Malone 1997, p. 146 and Sullivan 2000, p. 177). 
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Regarding strategy, traditionally Intellectual Capital models have been used in Strategic 

Intellectual Capital Management to facilitate strategy execution and IC development. 

Sullivan (2000; cf. Roos et al. 2005, p. 51) means by this that after the vision and strat-

egy are outlined, the company can begin to think about how Intellectual Capital can 

contribute. (Sullivan 2000, pp. 27 - 28, 209) This school of thought, where Intellectual 

Capital needs to be aligned with company vision and strategy, is depicted by Lammi 

and Vanharanta (Lammi 2001, p. 135) in Figure 71. 

 

 

 

Figure 71. Strategy-based Intellectual Capital Management (IC = Intellectual Capital; 

HC = Human Capital; OC = Organizational Capital and RC = Relational Capital)  

 

According to Martín-de-Castro et al. (2006, p. 327), Intellectual Capital Management 

has become one of the main tasks for executives, but it is especially difficult because of 

the problems in its identification, measurement and strategic assessment. Together with 

the created Intellectual Capital Ontology (Figure 72), the Strategic Intellectual Capital 

Model (Figure 73) is a comprehensive framework for strategic Intellectual Capital As-

sessment, Intellectual Capital Management and strategic decision making. Based on a 

comparison, complementary sub-components and entities for former IC models since 

1996 (Chapter 3) are given in APPENDIX 14.  

GAP  
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1 Intellectual Capital 

1.1 Human Capital 

1.1.1 Individual Capital 

1.1.1.1 Biology 

1.1.1.2 Workability 

1.1.1.3 Competences 

1.1.1.4 Mental Models 

1.1.2 Social Capital 

1.1.2.1 Intra-Social Capital 

1.1.2.2 Inter-Social Capital 

1.2 Organizational Capital 

1.2.1 Strategy Capital 

1.2.1.1 Mission 

1.2.1.2 Vision 

1.2.1.3 Values 

1.2.1.4 Strategy 

1.2.2 Capability Capital 

1.2.2.1 Core Competences 

1.2.2.2 Core Technologies 

1.2.2.3 Core Processes 

1.2.2.4 Core Functions 

1.2.2.5 Competitive Advantages 

1.2.2.6 Renewal and Development 

1.2.3 Infrastructure Capital 

1.2.3.1 Financial Intangibles 

1.2.3.2 Structures 

1.2.3.3 Systems 

1.2.3.4 Technologies 

1.2.3.5 Culture 

1.2.3.6 Innovations 

1.2.3.7 Information 

1.2.3.8 Brand 

1.2.3.9 Contracts 

1.2.3.10 Business Models 

1.2.3.11 Intellectual Property 

1.2.4 Value Capital 

1.2.4.1 Products 

1.2.4.2 Services 

1.3 Relational Capital 

1.3.1 Business Capital 

1.3.1.1 Suppliers 

1.3.1.2 Partners 

1.3.1.3 Competitors 

1.3.1.4 Customers 

1.3.2 Environmental Capital 

1.3.2.1 Politics and Regulatory Bodies 

1.3.2.2 Investors 

1.3.2.3 Media 

1.3.2.4 Universities 

1.3.2.5 Unions 

1.3.2.6 National and Local Governments 

1.3.2.7 Educational Institutions 

1.3.2.8 Advisory Board 

Figure 72. The created Intellectual Capital Ontology and the Model as a schematic tree 

with examples of possible categories on the fourth hierarchy level 
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Figure 73. The created Strategic Intellectual Capital (SIC) model (Model 2). The main 

components are divided into sub-components with examples of possible contents. FA 

stands for Financial Assets. (cf. also Edvinsson and Malone 1997, p. 146 and Sullivan 

2000, p. 177) 

 

The comprehensive Strategic Intellectual Capital (SIC) model (Figure 73) covers per-

sonnel and their personal relationship networks, organizational objectives, strategy, col-

lective capabilities, the necessary infrastructure including financial intangibles, value 

created for the stakeholders, and relationships with the main actors in the business arena 

and around them. Compared to the former IC models (APPENDIX 14), the prominent 

FA 

- Politics and Regulatory Bodies 
- Investors 
- Media 
- Universities 
- Unions 
- National and Local Governments 
- Educational Institutions 
- Advisory Boards 
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new features of the SIC model are Social Capital, Strategy Capital, Value Capital and 

Financial Intangibles.  

 

To manage Intellectual Capital, Sullivan (2000, pp. 208 – 209) proposes starting from 

the company vision, followed by the strategy to achieve the vision. After these steps he 

proposes determining the role(s) of Intellectual Capital in enabling strategy and achiev-

ing the vision. According to the Meritum Guidelines (Nordika 2001, p. 39), Intellectual 

Capital management should begin from the strategic objectives of the company.  

 

Ricceri (2008, p. 5) argues for the dynamic nature of Intellectual Capital, proposing that 

the classification of Intellectual Capital is useful for illustrating what Intellectual Capital 

the company has. To understand value creation the focus should be on the flows or 

transformations between Intellectual Capital elements (cf. Figure 62). This idea of value 

creation arising from knowledge transfer between individuals and knowledge types is 

supported by Sveiby (2001, p. 347), and also by Nonaka and Takeuchi (1995).  

 

5.5 Intellectual Capital Strategy Framework (Model 3) 

Intellectual Capital is the main source of possible competitive advantage. Compared to 

mainstream thought, it is not enough to align IC with strategy. Intellectual Capital 

should be integrated into the strategy (Figure 74) process even in the early phase of 

strategy creation as well as in strategic planning. It should be involved as early as in 

strategic analysis and throughout the entire process of Strategic Management in order to 

support strategic thinking and decision making. Intellectual Capital can be taken into 

account in Strategic Management by using the IC Strategy (ICS) framework (Figure 

74). 
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Figure 74. Intellectual Capital Strategy (ICS) model (Model 3). Relational Capital is di-

vided into sub-components with examples of possible contents. FA stands for Financial 

Assets. (cf. also Edvinsson and Malone 1997, p. 146 and Sullivan 2000, p. 177) 

 

The Intellectual Capital Strategy (ICS) model given here (Figure 74) can be useful in for 

example: 

 

- Integrating Strategic Management and Intellectual Capital Ontology 

- Communicating and understanding the nature of Intellectual Capital 

- Strategic analysis as a part of the strategy creation process 

- Identification of the Intellectual Capital of the company 

- Strategic assessment and management of the company’s Intellectual Capital 

- Business development to fill the gap between the current and the target lev-

els of the company’s Intellectual Capital 

- Strategic planning, when the actions are decided to implement the strategy 

FA 
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- Strategic management, as decision support  

- Business development software for Strategic Management 

 

Using IC ontology together with this model makes it possible to see the “big picture” of 

Strategic Management. All the main entities are present as a comprehensive whole. The 

ICS model (model 3; Figure 74) takes into account Intellectual Capital (model 2; Figure 

73) from the strategic perspective, Contextual Capital (model 1; Figure 18) outside the 

company and Financial (physical and monetary) Assets. This model in fact integrates 

Strategic Management and Intellectual Capital. 

 

The following conclusions can be made based on this chapter: 

 

- A Balanced Scorecard (BSC) is a device for strategy implementation and 

business performance measurement, while Intellectual Capital is more 

about the sources of value creation. 

- The role of Knowledge Management is supportive in relation to Intellectual 

Capital. 

- IC dimensions are important to understand dynamic value creation. 

- Any IC definitions should take into account the role and perspective of IC. 

- Intellectual Capital can be located in entity and relation. 

- IC management is traditionally originated in company’s strategy. 

- A more comprehensive Ontology and IC model can be constructed also for 

internal strategic analysis. 

- A comprehensive Strategic Management framework can be constructed by 

integrating IC ontology with external strategic analysis framework. 
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6. EMPIRICAL CASE STUDIES 

 

This chapter is about to testing the created IC ontology and the new IC model as a deci-

sion support system in the context of Strategic Management in practice.  

 

The case study method can be used in order to get a rich understanding about the re-

search object in the real world context (Robson 2002, p. 178) and for theory testing 

(Thomas 2004, p. 129). The case study in theory testing begins from propositions and 

then sees if these work in practice (de Vaus 2001, p. 223).   

 

Olkkonen (1994, p. 107) argues that case companies should be selected based on for in-

stance conceptual analysis and classification so that they represent different types of 

cases and are typical. A couple of larger prospective case companies had firstly prom-

ised to act as a case company, but closer introduction made them reluctant to give ac-

cess to their strategy process. The four selected Finnish case companies can be classi-

fied based on the nature of their industry. The two case companies from the metal pro-

duction industry produce tangible and intangible products (services), and the two others 

from teaching and software production industries produce mainly intangible products 

and services for customers (Table 8). Although generalizations cannot be made on the 

basis of a few cases, theoretically these cases provide justified insights into the wider 

applicability of the created Intellectual Capital Ontology and Model. Some approxi-

mated basic information (2010) about the case companies is given below (Table 8). 

 

Table 8. Basic information about the case companies 

Company Case Phases Industry Products Personnel Revenue 

Company A 

Company B 

Company C 

Company D 

Case 1 

Case 2 

Case 3 

Case 4 

1,2,3 

1,2,3 

1,3 

1,2,3 

Metal 

Metal 

Teaching 

Software 

Tangible 

Intangible 

Intangible 

Intangible 

25 - 35 

5 - 15 

5 - 15 

5 - 15 

< 15 M€ 

1 - 2 M€ 

< 1 M€ 

< 1 M€ 
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The cases have three phases (Figure 75), except for case 3, which includes only two 

phases and was carried out by an agent.  

 

Figure 75. The phases of the case studies 

 

Phases 1 and 2 (Figure 75) have the following stages: 

 

- Introduction to IC ontology 

- Identification of IC sub-category 

- Evaluation of IC importance 

- Current status description of IC 

- Current and target level evaluation of IC 

- Development need description of IC 

 

The intervention with IC ontology and model in phase 1 is done before the strategy is 

created in order to affect the strategy content. In phase 2, the intervention takes place in 

the strategic planning phase, after the strategy creation and before the strategy imple-

mentation is planned. Phase 3 concentrates on the impacts of the IC interventions.  The 

cases have been placed in chronological order according to the case numbers (Figure 

76). 

 

 

 

Figure 76. Case study timetable  

Q3/2010 Q4/2010 Q1/2011 Q2/2011 Q3/2011 Q4/2011 = phase 1

Case 1 = phase 2

Case 2 = phase 3

Case 3 S = strategy

Case 4 P = strategic plan
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The cases were done as part of commercial strategy projects in order to enable client 

companies to develop strategy, make strategic development plans for the next three 

years, and achieve higher-level capabilities in Strategic Management as a process and 

discipline. The participants in the given strategy projects were selected by the company 

representatives, based on the position and tasks in the company of the attendee. The par-

ticipants are owners, directors, managers or management board members closely related 

to the business of the company (APPENDIX 1). They can be seen as key persons for 

strategic decisions and companies’ business success. 

 

 

6.1 Applied Methods and Material Acquisition  

 

Researcher’s role 

In cases 1, 2 and 4 the case studies were carried out by the author. In case 3 an external 

management consultant has done the commercial strategy project and phase 1 of the 

case study according to the author’s instructions. During the strategy projects the author 

and the external agent adopted the role of analyst, catalyst and facilitator (cf. Gummes-

son 2000, pp. 38 – 39). The principle has been that the client companies themselves cre-

ate the strategy and the strategic plans for themselves. The facilitator is called to man-

age the strategy process and ask useful questions to provoke meaningful insights into 

the customers’ mind to help the process. 

 

Especially in the case study phases of the strategy projects, the facilitator’s role was 

“observer as participant.” According to Saunders et al. (2003, p. 224), this role means 

that the researcher observes activity without taking part in it and the researcher’s iden-

tity is made clear to all concerned. This gives the advantage that the facilitator can con-

centrate on the researcher’s role.  

 

Before these commercial strategy projects, during which the case studies were done, 

there was no previous relationships between the case companies and the author, apart 
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from one case. That case company has been a business partner of the company the au-

thor is employed by for years.    

 

“Studies in management are concerned with understanding and improving the perform-

ance of the business” (Gummesson 2000, p. 5). In qualitative research, the researcher 

including his/her personality is a key research instrument (Gummesson 2000, p. 4, 126) 

and thus the researcher should provide information about his background to shed light 

over his interpretations (Cresswell 2009, p. 177). The author’s practical knowledge 

about the business realities has been gained through rich work experience from different 

industries. It contains more than ten years in positions of e.g. business director, business 

unit manager, management consultant, development engineer, site foreman and planner. 

 

According to hermeneutics, verification is based on the possibility of understanding re-

search results and the ways that these are obtained (Olkkonen 1994, p. 54). Interpreta-

tion of research material is based on the researcher’s understanding. The IC ontology 

and the model are based on former theories and research. The researcher had direct ac-

cess to necessary confidential company-specific knowledge, e.g. strategic plans in 

documentary analysis. 

 

6.1.1 The Case Study Process 

 

Initially all the selected case companies had the self-interest to develop their strategy. 

When they entered into a commercial contract of delivering a strategy project, they were 

asked to voluntarily act as a case study company when some parts of the project were 

done, using the newly created IC Ontology and Model. These parts were the internal 

strategic analysis before strategy creation, strategy implementation planning after strat-

egy creation and furthermore the impact analysis after strategic planning. 

 

At the beginning of the case studies, the Intellectual Capital Ontology needed to be in-

troduced (APPENDICES 2 and 3) and taught to the case participants. This took place at 

the start of the strategy workshop meetings with the case companies. In case 3, the agent 
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received about half an hour face-to-face introduction (APPENDIX 2), given by the au-

thor, before the agent was asked to use the created IC Ontology and Model in the strat-

egy project. The agent asked for further information and support to be able to under-

stand and use the new IC Ontology and the Model. The agent received a one-hour-long 

introduction through an Internet call while the participants had a connection with the 

same documents (APPENDIX 3). This was also given by the author.  

 

The process produces opinions or “facts” about the issue concerned. These “facts” may 

vary from absolute truth, but in any case they give information about the interviewee’s 

interpretation of the issue. “A fact is not absolute truth; it is a context-dependent truth” 

(Gummesson 2000, p. 141). By interviewing the key decision makers of the company, 

the answers as their interpretations can be seen as the “truth” in this certain context. In 

accordance with Järvinen and Järvinen (1996, p. 102), the interviewees (case 

participants) were selected based on their knowledge on the issue.  

 

Triangulation means increasing the validity and reliability of the results by using two or 

more methods (Gummesson 2000, p. 142) of data collection (Burns 2000, p. 419). 

Thomas (2004, p. 23) argues that the term “triangulation” has been extended to broader 

usage e.g. using multiple observers or investigators (investigator triangulation). During 

these case studies, the following perspectives were: semi-structured group interviews 

including observations and an external agent, questionnaires and documentary analysis 

(Table 9).   

 

Table 9. Triangulation in the case studies 

Method Cases Phases 

Semi-structured group interview 

with questionnaires 

 

External agent 

Questionnaire survey 

Documentary analysis 

 

1,2,4 

3 

3 

1,2,3,4 

1,2,3,4 

 

1,2 

1 

1 

3 

3 
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Phases 1 and 2 were carried out as semi-structured group interviews. According to 

Saunders et al. (2003, pp. 246 – 247), the researcher has themes and questions to be 

covered, but ensuing conversations can be recorded by taking notes. In this study, the 

interviewer focused the conversations through the IC Model and certain questionnaires 

(APPENDICES 4 and 5) with specific questions. Discussions about the subjects under 

focus were stimulated and the interviewer made further supportive questions. The inter-

viewer made notes and closed the discussions by reading the summarizing notes to be 

sure that the real answers had been captured. All the attendees were asked to give nu-

meral evaluations together for the given IC sub-components. Phase 3 was conducted to 

assess the usefulness of the IC Ontology and Model. Questionnaires and documentary 

analysis were the data collection methods used in the third phase. The questionnaires 

were used to find out the opinions of the case participants about the utility of IC in Stra-

tegic Management. In the documentary analysis, the strategic plans were analyzed in re-

lation to the usage of the IC Ontology and Model. This was to find out whether the IC 

Ontology had affected the strategic plans and through them practice. 

 

Phase 1  

Phase 1 of the case study took place in a strategic analysis meeting before the strategy 

was created. At the beginning of the 4-hour meeting, the participants were given a thor-

ough one-hour introduction to the IC Ontology and Model (APPENDIX 3). The defini-

tions, ontology, dimensions, classifications, static and dynamic nature, transformations 

and constructed model of Intellectual Capital were explained in detail. This was done 

for the participants to find a new ontological reality through which to perceive, under-

stand, assess and develop their business issues and support strategic decision making. 

The case method phases and instructions for the interview (APPENDIX 4, pp. iv - v) 

were read through and explained before entering the assessment stage. After the intro-

duction, the case participants were asked to follow the questionnaires (APPENDIX 5) 

where the IC sub-components were defined and illustrated with some examples of pos-

sible content. The interviewer used the other questionnaire (APPENDIX 4) to lead the 

proceedings and make notes. The created IC Model (APPENDIX 2, pp. ii - iii) was pro-

jected on the wall for everyone to see. The participants were asked to identify the sig-

nificant IC entities under the given IC sub-components regarding future company suc-

cess. Then they were asked to evaluate the importance of the given IC sub-component 
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by number (1 – 6). After that, they were asked to describe the current status of the given 

IC sub-component. Then they gave numeral evaluations (1 – 6) for the current and tar-

get levels of the given IC sub-component. The interviewees were then asked to describe 

the development needs of the given IC sub-component. The eight IC sub-components 

(Figure 73) were reviewed according to the created IC Model.  

 

Phase 2 

Phase 2 of the case study (not conducted in case 3) took place in a strategic planning 

meeting after the strategy had been created and strategy implementation needed to be 

planned. Also in this phase, at the beginning of a 4-hour meeting, the participants were 

given a one-hour introduction to the IC Ontology and Model (APPENDIX 3). Case 

method instructions for the interview (APPENDIX 4, p. vi) were read through and ex-

plained before entering the assessment stage. After the introduction, the case partici-

pants were asked to follow the questionnaires (APPENDIX 5) and the interviewer used 

the other questionnaire (APPENDIX 4). The created IC Model (APPENDIX 2, pp. ii -

iii) was projected on the wall for everyone to see. The participants were asked to iden-

tify the significant IC entities under the given IC sub-components regarding company 

strategy. Then they were asked to evaluate the strategic importance of the given IC sub-

component by number (1 – 6). After that they were asked to describe the current status 

of the given strategic IC sub-component. Then they gave numeral evaluations (1 – 6) for 

the current and target levels of the given strategic IC sub-component. Then the inter-

viewees were asked to describe the development needs of the given strategic IC sub-

component. In fact, phase 2 followed the same procedure as phase 1, but with respect to 

company strategy instead of future company success. 

 

Phase 3 

In this phase, the aim was to examine the possible effects of the utilization of the cre-

ated IC Model as decision support in Strategic Management in phases 1 and 2. A ques-

tionnaire and documentary analysis were used for this purpose. The survey by question-

naire was conducted to obtain the opinions (Saunders et al. 2003, p. 287; ref. Dillman, 

2000) of the case participants (APPENDIX 1) about the functionality, utility and im-
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pacts of the Model, while the documentary analysis concentrated on model usage impli-

cations in practice. 

 

Questionnaire survey 

This survey was conducted as a self-administered on-line questionnaire (APPENDIX 

10) for all thirteen case participants who had taken part in phases 1 and 2. Two partici-

pants did not complete the questionnaire due to personal reasons and technical prob-

lems. The sample size was 13 and the return rate was 85 %. The questions were based 

on the research question and objectives (Saunders et al. 2003, p. 290). The ten questions 

were grouped under the themes of functionality, utility, impact and comparison. After 

the questions and questionnaire were ready, the e-mail (APPENDIX 10, p. i) was 

planned. The e-mail contained the basic information about the survey such as instruc-

tions on how to open and complete it. The figures (APPENDIX 10, pp. v - vi) of the 

created IC Model and the Model in Strategic Management framework were attached to 

the e-mail. Hyperlinks were also in the questionnaire text making it possible to see the 

Model whenever required while answering the questions. Before the e-mail was sent to 

the case participants, it was tested and the comments were taken into account in the sur-

vey. The participants received the e-mail with the hyperlink to the questionnaire and an-

swered the questions. The author received information through e-mail when the partici-

pant had completed the questionnaire successfully. The participants automatically re-

ceived a message of thanks. In cases 2 and 4 (Figure 76), the strategic plans were com-

pleted after answering the questionnaire.  

 

The original answers are given in Appendix 11, grouped according to the survey ques-

tions and case companies. This textual and partly numerical data was described and 

summarized in accordance Thomas (2004, p. 217; ref. Hossack, 1982), applying gener-

alization, fact rejection and word compression techniques. This means that common 

elements were replaced by single words or phrases, irrelevant and unimportant elements 

were left out and long word structures were substituted with short ones with minimum 

loss of information. 
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Documentary analysis 

As the closing part of the commercial strategy projects delivered for the case compa-

nies, the strategy implementation was planned and documented as strategic plans (AP-

PENDIX 12). The case companies concluded their strategic plans after the strategic 

analyses covering e.g. internal Intellectual Capital resource analysis (twice) in phases 1 

and 2, external analysis including market, industry, business environment and trend 

analysis, and finally, financial analysis including monetary and physical assets. The 

time delays between IC case analysis (phases 1 and 2) and producing the strategic plans 

varied (Figure 76): 

 

- case company A – about one year due to changes in owner strategy  

- case company B – about eight months due to changes in owner strategy 

- case company C – about one month  

- case company D – about one month  

 

In cases 1, 2 and 4 the author acted only as a catalyst for the strategic planning work. 

The case participants of the case companies together first defined and named a reason-

able number of larger development totalities, called strategic work packages. Then they 

more or less further divided these packages into more operative actions, and decided on 

the time frame and person in charge for the planned actions. In case 3 the external agent 

facilitated the process, and was asked and was clearly involved in decision making re-

garding the strategic plan. These strategic plans were compared with the development 

need notes from case study phases 1 and 2 to illustrate possible relations between them. 

 

6.1.2 Treatment and Solution of Measuring Problem  

 

The purpose of the case studies was to test the created Intellectual Capital Ontology and 

Model in practice. The Ontology and Model were used in strategy creation and strategic 

planning. By using case study methods, the aim was to obtain information and under-

standing regarding company-specific Intellectual Capital, and the utility of the IC On-

tology and Model as a decision support system in Strategic Management. The received 
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information was mainly qualitative. The created IC Ontology and Model were used as a 

framework in information collection. Olkkonen (1994, p. 103) argues that the measuring 

problem includes a logical reasoning chain (Figure 77) when phenomena described by 

concepts are to be measured.   

 

describing phenomena to be studied 

 conceptualization and definition 

 variables 

 measuring 

 

Figure 77. Logical reasoning chain in operationalization (Olkkonen 1994, p. 103)  

 

At the beginning of the case study, IC as a phenomenon, its definitions, dimensions, and 

components were described and declared to the case participants (APPENDIX 3). Re-

garding to the eight IC sub-components, evaluations about the importance, current level 

and target level of the given sub-component were asked regarding future success and 

strategy (APPENDIX 4). The evaluations were asked in respect to amount and quality. 

The measuring scale was whole numbers from 1 to 6 (1 = very low, 2 = low, 3 = rather 

low, 4 = rather high, 5 = high, 6 = very high).  

 

Rather than measurement, it would be more accurate to talk about assessment or evalua-

tion in this study. Assessment provides useful indirect information about company-

specific Intellectual Capital, but in fact (Gummesson 2000, p. 141) the given statements 

are opinions or interpretations about the phenomenon itself. The captured information 

can be seen mainly as qualitative and only described partly in quantitative form. Dey 

(1993, p. 28) argues that “The more ambiguous and elastic our concepts, the less possi-

ble it is to quantify our data in a meaningful way”. 
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6.2 IC in Strategy Creation (Phase 1)   

 

Case companies A, B, C and D gave descriptions and numerical evaluations about their 

Intellectual Capital in the strategy creation phase (APPENDICES 6 and 8). In this phase 

(1), the evaluations were given regarding future company success. On average (AP-

PENDIX 9), the case companies evaluated their Human Capital at a rather high level 

(Figure 78) and its importance a little more than high. The Relational Capital of the 

companies on average was mostly at a rather high level, but its importance was lower 

than high. On average, Strategy Capital, Infrastructure Capital and Environmental Capi-

tal were evaluated as at a lower than rather high level. The biggest gap between the cur-

rent state and importance levels of IC sub-components in this phase can be seen in 

Strategy Capital.  

 

 

Figure 78. Evaluation averages of IC components in phase 1   
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6.2.1 Case Company A 

 

The attitude of the personnel is a challenge and some top competences are held only by 

some employees. Personal relationships with external actors e.g. customers, are more 

important than internal relationships. Internal relationships are important due to knowl-

edge transfer and sharing.  

 

The owner strategy is unclear. Technological and production capabilities are strong. 

Renewal capabilities are important regarding the future. Information technology has an 

important role in the company, but organizational culture does not support information 

and knowledge sharing. Quality and reliability in company products and services are 

what the customers pay for.  

 

Customer relationships are now the most important, but distributor relationships will 

also be important in future. Relationships with educational institutions and product ap-

proval authorities are important because they affect the methods that will be used in fu-

ture. The Intellectual Capital evaluations of case company A are given in Figure 79. 

More specific information is given in APPENDIX 6 (p. i). 

 

 

 

Figure 79. IC evaluation of case company A in phase 1 
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6.2.2 Case Company B 

 

The personnel in case company B are a very important success factor. The employees 

are young, flexible, they have suitable competences, a hard-working attitude and good 

team spirit, but current competences will not be enough in future. Social relationships 

inside the company are important and the new management is still rather distant. In ad-

dition, the factory manager’s external relationships are important. The company mission 

is very important, but it is still under consideration. This depends on the owner com-

pany. The company focuses on volume customers. The company’s “boyish” culture is 

one important success factor. Customer service, producing and reacting to information 

are important company capabilities. The production management system is up-to-date. 

Reliability, quality and flexibility are important in the services delivered to the custom-

ers.  

 

Customer and competitor relationships are important, but competitors are poorly known. 

The company is now concentrating on its main customer. The company’s Environmen-

tal Capital is not so important, including relationships with educational institutions and 

public development organizations. Educational institutions are possible sources of new 

qualified employees. The Intellectual Capital evaluations of case company B are given 

in Figure 80. More specific information is given in APPENDIX 6 (pp. ii - iii). 

 

 

 

Figure 80. IC evaluation of case company B in phase 1 
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6.2.3 Case Company C 

 

Individual attitude and competences are important regarding future company success. 

Company employees mainly have long work relationships and the right kind of attitude 

towards working. Lots of these are personified in the managing director. The teacher 

network has a lot of pedagogical capabilities. Relationships inside the company are 

good and co-operation also works well. The atmosphere is inspiring and open. Customer 

contacts are rather loose.  

 

Since 2005 strategy work has been done regularly. There have been shortcomings in 

implementation. The company has valuable capabilities in making contracts and good 

human resource management. Organizing teaching and training is the core competence. 

The company has yearly contracts, but no patents. The company has a registered trade-

mark in almost twenty countries. The web system, reporting and training concept are its 

own. Teacher and resale contracts are important, as is a large customer database. Its 

own products accounts for more than half of all the courses. Finish support and interac-

tivity are valuable features. Improvement of language skills and success in its own busi-

nesses are values that customers appreciate. The Intellectual Capital evaluations of case 

company C are given in Figure 81.  

 

 

 

Figure 81. IC evaluation of case company C in phase 1 
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The customer relationships of case study company C are personified in two persons. 

The company has a lot of partners, e.g. content providers, sales organizations and tech-

nology partners. Suppliers are mainly technology providers.  

 

A public financier has provided development financing for certain needs. The company 

does not have any external financial capital. Personal relationships with the media do 

not exist, but media publicity is under development right now. The social media is being 

utilized. Some universities and educational institutions are customers. The company has 

good relationships with associations. More specific information about the IC assessment 

of case company C in phase 1 is given in APPENDIX 6 (pp. iv - vi). 

 

 

6.2.4 Case Company D 

 

Important competencies contain e.g. team capabilities, understanding industry and cus-

tomers and knowing new technologies. Motivation and enthusiasm are important for 

self-development.  

 

The CEO has very important personal expert relationships. Employees have useful peer-

to-peer relationships and digital social media is an important knowledge resource. The 

CEO’s customer relationships have already been shared a little with the other employ-

ees. 

 

The mission is clear: company vision needs to be clearer and strategy is in fact missing. 

The focus could be better regarding business focus and core competences.  

 

Capabilities are technological and markets are also monitored in the technological 

sense. Understanding of public sector clients is quite good. Software production process 

is the core process. The organizational structure is flat. Culture is modern and confiden-

tial. Reputation and brand are based on modesty and honesty. 
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Reliability and confidential information management are critical issues for the custom-

ers. Company’s software products bring time and cost savings for customers, but good 

customer service is also appreciated.  

 

The supplier network has been expanded and is quite good. Relationships with public 

sector customers are strong and they also do the marketing for the company. 

 

Ministry of Employment and the Economy and entrepreneur associations are important 

relationships. Relations with print and social media are needed for marketing, reputation 

and visibility. The Intellectual Capital evaluations of case company D are given in Fig-

ure 82. 

 

 

 

Figure 82. IC evaluation of case company D in phase 1 
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6.3 IC in Strategic Planning (Phase 2) 

 

The case companies A, B and D gave descriptions and numerical evaluations about their 

Intellectual Capital in the strategic planning phase (APPENDICES 7 and 8). In this 

phase (2), the evaluations were given in respect to the created company strategy. On av-

erage (APPENDIX 9), the case companies evaluated their Human Capital as a little less 

than rather high (Figure 83) and its importance more than rather high regarding com-

pany strategy. The current level of average Organizational Capital is more than rather 

high and its importance regarding strategy is a little more than high. On average, the 

current state of Infrastructure Capital was evaluated to be higher than its importance 

level. The biggest gaps between the current state and importance levels of IC sub-

components in this phase can be seen in Strategy Capital, Capability Capital and Busi-

ness Capital.  

 

 

 

Figure 83. Evaluation averages of IC components in phase 2 
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6.3.1 Case Company A 

 

New competences, motivation and attitudes are needed when entering new markets. 

Sales growth also demands abilities to manage the whole productive value chain accord-

ing to new market demands. Social Capital is at a high level, but in respect to the new 

strategy, it is not seen as the answer.  

 

The vision and strategy have now been created, but they are at quite a general level. A 

certain owner strategy is under consideration. Core process capability and value chain 

are at high level, as are production and sales. Infrastructural support is also at high level, 

but its strategic importance is low. Speed, accountability, quality and problem solving 

are values that customers appreciate in the company’s products and services.  

 

One of the competitors is also a significant partner. Relationships with universities and 

regulatory bodies are at a high level. The Intellectual Capital evaluations of case com-

pany A in phase 2 are given in Figure 84. More specific information is given in AP-

PENDIX 7 (p. i). 

 

 

 

 

Figure 84. IC evaluation of case company A in phase 2 

 

0

1

2

3

4

5

6

Le
ve

l o
f E

xc
e

ll
e

n
ce

Intellectual Capital Sub-Components 

Intellectual Capital Evaluation, Case 1, phase 2

Current
level

Target level

Importance

6 = very high
5 = high
4 = rather high
3 = rather low
2 = low
1 = very low



 195 

6.3.2 Case Company B 

 

The factory staff are very good. Motivation is high and attitude is excellent, but new 

competences are needed regarding the strategy. Absenteeism is very low. Social Capital 

is not seen as an important issue for company success regarding the company strategy. 

Word of mouth might be the means to attract good job seekers. 

 

The acquisition by another company stopped the former development direction of the 

company. A clear factual decision about the vision and strategic objectives is still lack-

ing. Although the strategy and strategic objectives were reviewed and “decided” with 

the company management, the owners are still considering the main elements of the 

strategy. The thought of a new strategy with two business areas is a new one. A sales 

process and sales competences are missing. The existing company culture is an impor-

tant factor for success. Additional information is valued by the customer. Their “cus-

tomer promises” rely on the correctness of the company’s information and delivery reli-

ability. Right now the understanding about the competition and market situation is quite 

narrow. Regarding the new strategy, the relations with customers and competitors are 

inadequate. The company has not raised its profile enough as a specialist. The Intellec-

tual Capital evaluations of case company B in phase 2 are given in Figure 85. More spe-

cific information is given in APPENDIX 7 (pp. ii - iii).  

 

 

Figure 85. IC evaluation of case company B in phase 2 
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6.3.3 Case Company D 

 

Current competences cover the given competence areas, but with sales growth comes 

the need for broader competences. Core competences and some important external rela-

tionships are too concentrated in a few people, and should be shared. On the other hand, 

some personal knowledge has been transformed into organizational structures and Or-

ganizational Capital, e.g. documentation in software production transforms personal 

knowledge into Organizational Capital. A new shareholder has joined the company and 

is carrying part of the management responsibilities. Personal relationships with the main 

partners are good, but not all possibilities have been investigated. Internal relationships 

between the employees are important for building communality i.e. “we spirit” which is 

now quite good. Dependency on some suppliers is very strong. 

 

Strategy work has started and staying on track is important. Board and management 

teamwork are under development. Trust and reputation have been gained among the 

customers. The position is strong in the customers’ business core. Software develop-

ment is at a good level, but better productizing is needed to meet business targets. Cus-

tomer needs have been well identified, but should be converted much better into busi-

ness. The Intellectual Capital evaluations of case company D in phase 2 are given in 

Figure 86.  

 

 

 

Figure 86. IC evaluation of case company D in phase 2 
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Sales are mainly done as SaaS. The management system is under development at the 

moment and the organization structure is flat. A unique recognizable user interface sup-

ports the company brand. By using the company’s software products customers are able 

to act more efficiently. The software is also creating common acting models and thus 

increasing communality. Customers value the company’s service capability and flexibil-

ity. The products help customers in documentation, collective reporting and time saving. 

Customer relationships are well taken care of and customer loyalty is good. Rules with 

one main partner are not clear enough. Competitors are not known well enough. One ex-

ternal board member provides important relationships with important actors in minis-

tries, associations and financiers. More specific information is given in APPENDIX 7 

(pp. iv - v).  

 

6.4 IC Impact Assessment (Phase 3) 

 

The third phase of the longitudinal case studies concentrated on finding out the potential 

impacts generated by usage of the created IC model as decision support. Two methods, 

an on-line questionnaire and documentary analysis were chosen. The survey concen-

trated on the opinions of the case participants about the effects of using the model, while 

in the documentary analysis, the strategic plans were analyzed to understand possible 

relations between usage of the model and the plans to be implemented. 

 

6.4.1 Questionnaire  

 

Based on the research questions and objectives, the aim of the questionnaire was to 

study the functionality, utility and effects of using the created IC model as decision sup-

port in Strategic Management. These issues were studied by asking the case study par-

ticipants (APPENDIX 1) about their opinions and behaviour (APPENDIX 10). Regard-

ing “tri-angularity,” the questionnaire method was chosen in order to obtain the partici-

pants’ answers economically without the author being present and affecting the answers. 

The following prominent issues were discovered from the answers (APPENDIX 11) of 

the case participants. 
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Functionality 

The model is clear and functional, but at the beginning it might be unfamiliar and un-

clear. It works as a framework for discussions and in evaluating competences and net-

works. The model helps to understand the strategy process, how Intellectual Capital can 

be affected and how different sectors affect strategy. The model clearly improves the of-

ten forgotten position of Intellectual Capital in strategy making. The Model helps to un-

derstand and see the whole from the strategy perspective. Opinions about the functional-

ity of the Model as decision support in Strategic Management are depicted in Figure 87 

and Table 10. The detailed answers are given in APPENDIX 11. 

 

 

Figure 87. Degree of functionality of the created IC model 
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Utility 

The model is useful, beneficial and clear, although the terms in English caused difficul-

ties. The model is also seen as very theoretical and rather complex, so it should be made 

clearer and crystallized. The model opens external network issues excellently and re-

source base clearly. The model provides a good metaphor for decision making and helps 

to understand the strategy process more deeply. The model is very useful, because using 

it ensures that IC cannot be forgotten in Strategic Management. The model helps to see 

competences and networks from a new perspective. Strategic decision making requires 

management tools derived from the model. The evaluation of the degree of usefulness 

of the Model in Strategic Management is depicted in Figure 88 and Table 11. The de-

tailed answers are given in APPENDIX 11. 

 

 

Figure 88. Degree of utility of the created IC model 
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Figure 89. Intended utilization of the model 
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Effects 

The model has affected strategic thinking in many ways. The Strategy Capital category 

has made thinking more goal-oriented. ”In this second case I have, due to the Model, 

taken the utilization of Intellectual Capital into account far more consciously and 

broadly than before.” The model is used to create a strategy, based on which the man-

agement teamwork has been planned. “The model has extended and made my think-

ing in Strategic Management more multifaceted.” The Human Capital point of view 

is good and has made Human Capital appreciated much more. The Model also works 

well from the perspective of company value growth. “Mostly taking intangible ele-

ments into account more strongly in the company’s strategy creation opens possi-

ble new competitive advantages, which otherwise might not have been paid atten-

tion.” The Model is certainly a good basis for practical work. The case participant be-

liefs about the possible economic effects of the model usage in strategic decision mak-

ing are given in Figure 90. The detailed answers are given in APPENDIX 11. 

 

 

 

Figure 90. Possible economic effects of the model usage 
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The following issues were raised when more closely describing the possible economic 

effects of using the model. The model has clarified company strategy and improved 

management team readiness. The strategy in which Intellectual Capital has been taken 

into account is sure to bring positive economic effects and motivate the personnel. The 

more motivated people use their heads, the more surely it becomes a benefit. ”The com-

pany’s value is often in the employees, in understanding the business environment and 

in competences.” By using the model it is possible to pay much more attention to Stra-

tegic Management. ”Strategy crystallizing increases productivity and through that econ-

omy.” 

 

 

Comparison 

The case participants had earlier taken Intellectual Capital into account in Strategic 

Management and decision making as one mass, and not enough, to some extent intui-

tively, in personal risk mapping, with too little weighting, not very well at all, not as a 

whole, partly or occasionally. 

 

Compared to earlier, by utilizing the created IC model the case participants will be able 

to take IC into account in Strategic Management and decision making:  

 

- More deeply, more concretely, more analytically, more broadly and inten-

tionally, in a more open and multifaceted way  

- To build strengths and motivation 

- To find new assets and grow them systematically 

- As a whole 

- Better side by side with tangible resources 

 

General comments 

”In places the English terms made me exhausted. Maybe a crystallization of the vision 

is the most concrete example of waking up, meaning that the company must have a clear 

understanding of where it wants to get to e.g. in the next three years.” 
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”At the beginning a little bit difficult to internalize, but has been a good support in strat-

egy work and activity planning.” 

 

”A good model that functions very well, if we can just also get the owner in small com-

panies to understand the role and nature of Intellectual Capital. Using the model sup-

ports long-range strategy creation and development.”  

 

”Very good approach.” 

 

”Mainly I compared it against the earlier ”no-strategy” time and it made me think about 

many things more openly.” 

 

”Positive, should be explained more and simplified so that it can also be adopted and 

understood by small and medium size enterprises (SMEs).” 

 

”The beginning was a little clumsy, but through one’s own learning the benefits can be 

extracted.” 

 

”Strategic Management involves lots of things and it really needs a lot of familiariza-

tion. The model gave inspiration and more motivation.” 

 

”The model gave a picture and shape to the context and abstract environment in which 

we work, while trying to shape and create a strategy for the company.” 

 

”Clear. The figure can also be understood without background knowledge.” 

 

6.4.2 Documentary Analysis 

 

The aim of the documentary analysis was to find out possible linkages between IC 

analysis (phases 1 and 2) and planned actions. Regarding these possible linkages, it can 

be reflected that the utilization of the IC model will ultimately have an effect on actions 

plans. The implementation of the action plans depends on how the plans are later carried 

out. By realizing that the utilization of the IC model may affect strategic plans, it is pos-
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sible to think that it will also affect practice. The origins and causes behind the planned 

actions are varied, but these linkages between the IC model and strategic plans support 

the idea that at least to some extent the utilization of the IC model has or will have prac-

tical impacts.  

 

The development needs articulated in phases 1 and 2 of the case study were put into the 

tables (APPENDIX 13) case by case. The first column stands for the name of the IC 

sub-component, the second for collected sentences from development need articulations 

and the final column on the right for planned activities in strategic plans. In Appendix 

13, the selected sentences which were considered to illustrate the possible linkage be-

tween development needs and planned activities, were bolded. The bolded sentences 

were picked up and are illustrated in Table 13; Table 14; Table 15 and Table 16. 

 

Table 13. Related development needs and planned activities in case company A 

IC sub-

component 

Discovered development needs Planned activities 

Individual 

Capital 

Competences relating to production; 

production flexibility, e.g. in the form 

of the competences needed to do dif-

ferent tasks and manage different 

machines. 

Production personnel cross-

training. 

Social  

Capital 

Motivating to share knowledge, team 

work, ”we-spirit.” 

Development discussions. 

Strategy  

Capital 

To achieve the strategic objectives, it 

is necessary to clarify the vision and 

the strategy. The strategy should be 

taken into functional/operational 

strategies like sales strategy, produc-

tion strategy. 

Business strategy. 

Infrastruc-

ture  

Capital 

Information and knowledge sharing. Info screens for information 

sharing (completed). 

Business 

Capital 

Better understanding about the cus-

tomers. What is valuable for them? 

Market research. 

Environ-

mental  

Capital 

Be in contact and take part and affect 

the work of committees and active 

players. 

Search for an external board 

member. 
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Table 14. Related development needs and planned activities in case company B 

IC sub-

component 

Discovered development needs Planned activities 

Strategy 

Capital 

The company vision and strategic objectives 

should be clarified. Decisions are needed 

e.g. for direction, investments and resource 

allocation. 

Investment and          

resource decisions. 

Capability 

Capital 

Sales need to be organized and imple-

mented. Sales and sales competences need 

to be developed. 

Sales person  

recruitment. 

Business 

Capital 

We should know our customers better and 

develop these relationships to be more use-

ful for them. Understanding and knowledge 

about the markets, competitors, price levels 

and business logics need clearly to be im-

proved. 

Market survey;  

Sales strategy. 

 

Table 15. Related development needs and planned activities in case company C 

IC sub-

component 

Discovered development needs Planned activities 

Individual 

Capital 

Development discussions are needed 

to get a more structured picture of the 

personnel’s competences. Sales and 

competence development needs to be 

organized. 

Competence mapping; HR 

strategy, HR plan and training 

plan. 

Strategy 

Capital 

Strategy up-dating, documentation and 

communication. Learning to do on-

going and “living strategy” work. 

Management team work de-

velopment. 

Capability 

Capital 

Processes need to be defined and illus-

trated (process chart). 

Process management devel-

opment; R&D process devel-

opment. 

Infrastruc-

ture  

Capital 

Framework contracts and yearly con-

tracts need to be taken into language 

training. 

Development of customer 

contracts. 

Business 

Capital 

Where to invest, how and with what 

resources? Partnership strategy needs 

to be created: content providers, sales 

organizations and technology partners. 

Partner network analysis, prioritizing, 

systematic primary partner develop-

ment and creation of complementary 

partnerships need to be done. 

Sales strategy and organizing; 

Partner network develop-

ment; Partner strategy. 

Environ-

mental 

Capital 

Growth financing, direction: interna-

tionalization. Need to investigate and 

create relationships to be ready for fu-

ture needs. 

Growth financing planning. 
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Table 16. Related development needs and planned activities in case company D 

IC sub-

component 

Discovered development needs Planned activities 

Strategy 

Capital 

Productizing and product decisions. Product portfolio definition 

and productizing 

Capability 

Capital 

Business competences, pricing, busi-

ness logic, software platforms, busi-

ness scalability, competences for 

business scalability are needed. 

Technological development is needed 

in software production. 

Pricing and business logic for 

products; Decisions about fu-

ture technologies. 

Value  

Capital 

Risk management (data security) re-

garding confidential information 

needs still to be improved. 

Quality and security improve-

ment. 

Business 

Capital 

Risk management for one main sup-

plier. Contract improvement and set-

tlement for the rules are needed in 

partnerships. Partner relationships 

need to be developed. Partners and 

customers ought to be analysed and 

classified into A, B and C groups. 

Some customer relationships might 

be developed to become partners. 

Mapping and analyzing strate-

gic partner networks; Defining 

and ranking partner portfolio; 

Service contract improve-

ments. 

 

 

 

Based on this chapter, the following conclusions can be made: 

 

- The created IC model was tested as a decision support in Strategic Man-

agement. 

- The case companies utilized the IC model for IC assessment, not for meas-

urement.  

- It is important to understand IC ontology with dimensions before the IC as-

sessments. 

- Based on the case participant argumentations, the tested IC model was 

functional and useful. 

- Documentary analysis revealed that there are linkages between the Model 

usage and strategic action plans. At least one of the planned activities was 

completed. 
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7. DISCUSSION AND CONCLUSIONS 

 

This final chapter closes the study by drawing conclusions on the research problem, ob-

jectives and propositions. 

 

In 2002, after finishing my Master’s thesis in Industrial Engineering and Management, I 

began to concentrate on my Doctoral studies. During the first two years I explored the 

theories on Intellectual Capital and Strategic Management, and at the same time I 

started my research project. Over the next five years I concentrated on management and 

management consulting work through my assignment as a manager with major domestic 

and foreign companies in Finland. Again in early 2009 I turned to academic research as 

part of my Business Director position. During these three years I have had a great op-

portunity to do, follow and study my great interest, namely Strategic Management and 

Intellectual Capital. This has provided a sound base for understanding and explaining 

the results (cf. Cresswell 2009, p. 177). 

 

7.1 Evaluation of the Methodology 

 

The constructive research approach was chosen to be the main research methodology. 

The origin of the study was an interest in Company Value, Intellectual Capital and Stra-

tegic Management. The research included the following main stages: literature study, 

conceptual analysis and case studies. 

 

Literature study 

Instead of using empirically-driven “grounded theory,” it seemed rational to first study 

the existing theories and models of Intellectual Capital and Strategic Management de-

ductively. This deductive approach was also less time-consuming from the perspective 

of case companies and it would have been difficult to communicate about Intellectual 

Capital without proper preliminary understanding of the issue. Based on the gaps in ex-

isting theories it was possible to state relevant research problems and objectives. 
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Conceptual analysis 

The literature study highlighted the need for better ontology and definitions, and sug-

gested additional features for the Intellectual Capital model. Descriptive and theoretical 

conceptual analysis was an important part of the study, because there are numerous 

definitions and different kinds of models in the research field of Intellectual Capital. 

Based on the former theory, the definitions and the new model were developed as re-

sults of the conceptual analysis. This deductively created model needed to be tested in 

practice.    

 

Case studies 

The model was tested in strategy creation and strategic planning phases using semi-

structured group interviews. The researcher’s role as an observer was to test the Ontol-

ogy and the Model as decision support in Strategic Management. The notes were made 

based on the researcher’s understanding.  

 

The case studies also included a survey by questionnaire and documentary analysis. The 

aim was to use these methods also in order to understand how the Ontology and the 

Model functioned. The questionnaire was based on the opinions of the case participants. 

In the documentary analysis the strategic plans of the case companies were examined in 

order to understand how the Ontology and the Model utilization had affected their ac-

tion plans.    

 

Methodological improvements 

The constructive research methodology seems to be an appropriate selection because of 

the specific research problem and maturity of the research field of Intellectual Capital. 

Some improvements in the range of the selected methodology might have increased the 

level of the research.  

 

The decision to count on understanding and qualitative methods rather than positivistic 

measurement led to the decision to use just four cases. The quantitative measurement of 
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Intellectual Capital would have provided opportunities to obtain statistical probabilities, 

but then the sample size of case companies would have to have been much larger. It 

would have caused the changing of questions and use of some method other than per-

sonal interviews. This would probably have caused problems with validity, because the 

ontology needed to be explained and taught to the participants. In addition, operational 

measures for the Intellectual Capital sub-categories would have been difficult or impos-

sible to find without losing too much validity. One positive aspect of the case method is 

the possibility for deep understanding, but the negative aspect is a difficulty to make 

generalizations.  

 

Using the same questionnaire before and after intervention with the model would have 

given more possibilities to evaluate the benefits of utilizing the model. A longer period 

of time between case interventions (phases 1 and 2) and impact analysis (phase 3) 

would have provided more information about the possible implementation of the 

planned actions by the case companies. 

 

7.2 Discussion of Results  

 

This research has produced different kinds of results. The results of the study are given 

in the following list: 

 

- Contextual Capital (CC) model (Model 1), (Figure 18) 

- IC Ontology with Dimensions (Chapter 5.2) and Definitions (Chapter 5.3 

and Figure 72) 

- Strategic Intellectual Capital (SIC) model (Model 2), (Figure 73) 

- Ontological IC Methodology in Strategic Management (Chapter 6.1) 

- Intellectual Capital Strategy (ICS) model (Model 3), (Figure 74) 

- IC profiles of the case companies (Chapters 6.2 and 6.3) 

- Benefits of using IC in Strategic Management (Chapter 6.4) 

- Development proposal of a company Market Value definition (Figure 91) 

- Development of IC definition 
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7.2.1 Explanation of Results 

 

Contextual Capital (CC) model (Model 1): Previous literature has mainly defined In-

tellectual Capital in terms of resources, i.e. human, organizational and relational re-

sources. The author’s exploration of Strategic Management theory pointed out that 

strategy creation is based on internal and external strategic analysis. The theory and 

models of Intellectual Capital provided a sound basis for internal analysis, but external 

analysis needed to be classified so that it would together work well with internal Intel-

lectual Capital analysis and fulfil the requirements of strategic analysis. Strategic Man-

agement theories and models together with Relational Capital resulted in the creation of 

a model (Figure 18), which consists of:  

 

- Market 

- Business Area (industry) 

- Business Environment 

- Environmental Context 

 

Customers comprise Markets inside the Business Area (or industry), which in turn is 

surrounded by a Business Environment. All of these are affected by a wider Environ-

mental Context or background that may be global and taken into account by utilizing 

e.g. PESTEL (Political, Economic, Social, Technological, Ecological and Legal) analy-

sis. This framework simply depicts the important issues in the company’s external con-

text, and visualizes their locations and relations with each other. This classification is 

also suitable for Intellectual Capital Ontology. 

 

IC Ontology: Intellectual Capital has many dimensions that need to be understood in 

order to perceive its true nature. These dimensions are: 

 

- Intensional dimension (Human Capital – Organizational Capital – Relational 

Capital) 

- Ontological dimension (Tangibility – Intangibility) 

- Epistemological dimension (Tacit knowledge – Explicit knowledge) 

- Ownership dimension (Capital – Asset – Property) 
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- Stability dimension (Static – Dynamic) 

 

Without first exploring these dimensions, it would have been difficult to define Intellec-

tual Capital: “All the intangibles that can be used to create value,” and the sub-

categories. It was important to explain and teach Intellectual Capital Ontology (Figure 

72) to the case participants to make it possible for them to understand Intellectual Capi-

tal and to define their business through it. By assessing their business through this Intel-

lectual Capital Ontology, they are able to define their current level, target level, im-

portance level and development needs regarding gaps in Intellectual Capital. Action 

plans can be done to fill the gaps in practice. This is important because Intellectual Cap-

ital is perceived to be more and more important strategic asset for sustainable competi-

tive advantages (Chen et al. 2005, p. 174).  

 

Strategic Intellectual Capital (SIC) model (Model 2): The new SIC model (Figure 73) 

is deductively constructed based on former Intellectual Capital theories, definitions 

(Table 3; Table 4) and models (Table 5) from the Strategic Management point of view. 

The origin of the Model is the generally accepted (Dumay 2009, p. 192) tri-partite mod-

el (Figure 27) of Saint-Onge and Sveiby (Sullivan 2000, p. 177). The uniqueness of the 

new Model is based on the classification and definitions of the next hierarchy level. The 

model is based on the created IC Ontology, comprising the following components and 

sub-components: 

 

- Human Capital 

o Individual Capital 

o Social Capital 

- Organizational Capital 

o Strategy Capital 

o Capability Capital 

o Infrastructure Capital 

o Value Capital 

- Relational Capital 

o Business Capital 

o Environmental Capital 
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Löwendahl (2007, p. 87) considers individual competences and individual relationships 

in her IC model. KMCI-McElroy 2001 (Bueno et al. 2004, p. 561) uses the term Social 

Capital instead of Relational Capital and it can also be defined as a “set of assets in 

networks of personal relationships that can be valuable to achieve special objectives 

(Adler and Kwon, 2002; Lin, 1999). Saint-Onge (1996, p. 10) argues for Strategy as an 

IC sub-component, but limits Relational Capital only to Customer Capital. Litschka et 

al. (2006, pp. 163 - 164) refer to the Plexus 2001 model where Strategy is located under 

Organizational Assets. Löwendahl (2007, p. 87) represents “collective competence” as a 

sub-set of Competence. Brooking (1996, p. 13) suggests Infrastructure as a major IC 

component, but Marr and Schiuma (2001; Sudarsanam et al. 2006, p. 293) divide struc-

tural resources into virtual and physical Infrastructure. Roos et al. (2005, p. 75) suggests 

that Relational Capital should be divided into Directly Business Related and Indirectly 

Business Related.    

 

The created SIC model (Figure 73) is based on former models, but it also contains new 

sub-categories. Bueno et al. (2004, p. 560) argue that e.g. Social Capital should be clas-

sified as Intellectual Capital, but its definition needs further clarification (Swart, 2006). 

Value Capital is a new IC sub-category. In addition, Capability Capital and Infrastruc-

ture Capital can be considered to be new categories regarding their specific definitions.  

 

The SIC model includes new concepts like Value Capital and as a unique whole, it is 

more comprehensive than the earlier models (Table 5). Human capital covers individu-

als and their personal networks. Organizational Capital contains strategic objectives, ca-

pabilities and infrastructure needed to achieve them, and value the company is creating. 

Relational Capital is divided into relations with the main players in the business core 

and outside of it. 

 

Due to the growing importance of intangibles, the need for a useful, understandable and 

commonly accepted conceptual framework or guideline seems urgent (Shaminade, 

2002; Bañegil and Sanguino 2007, p. 195). The SIC model is a comprehensive model 

on the next hierarchy level where all the Intellectual Capital (cf. Table 5) is located. 
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Ontological IC methodology: The procedure of using Intellectual Capital Ontology 

(Chapter 6.1) in Strategic Management contains the following topics: 

 

- Teaching and learning of IC ontology  

- Using IC ontology as a framework in 

o Strategy creation 

o Strategic planning 

o Strategy implementation 

- Using the semi-structured group interviews 

- Using the IC model (SIC)  

- Evaluating IC 

- Discovering development needs 

- Producing action plans  

 

Sullivan (2000, p. 258) argues that Intellectual Capital should be aligned with company 

strategy. According to Marr (2005a, p. 148; Marr et al., 2003), intangibles should be 

taken into account as early as in the strategy development phase. The methodology of 

using IC in strategy creation and strategic planning is unique and it has been tested in 

case study phases 1 and 2. By taking IC into account in the strategy creation and strate-

gic planning phases, IC can be integrated into the strategy and strategic plans. This is a 

clear improvement compared to merely aligning IC with company strategy.  

 

Ontological IC methodology can also be used for Intellectual Capital Management. It 

means that the development needs and actions are focused on Intellectual Capital im-

provement. This may be based on existing strategy. 

 

Intellectual Capital Strategy (ICS) model (Model 3): Strategic analysis can be di-

vided into internal and external strategic analysis (Aaker 1988, p. 23; Fleisher and Ben-

soussan 2003, p. 3; Grant 2005, p. 31). The Contextual Capital (CC) model provides a 

framework for external analysis and the Strategic Intellectual Capital (SIC) model a 

framework for internal analysis. According to the title of this study, the Intellectual 
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Capital Strategy (ICS) model (Model 3; Figure 74) integrates Strategic Management 

and Intellectual Capital by combining the Contextual Capital model (Model 1; Figure 

18) and the Strategic Intellectual Capital model (Model 2; Figure 73).  

 

IC profiles of the case companies: Numerical Intellectual Capital evaluations are di-

rective and the profiles of current, target and importance levels of IC need to be inter-

preted together with textual note information. The textual information is needed to un-

derstand the issues in the given IC sub-categories. The gaps between the current and 

target levels of IC point out the development needs of the given IC sub-categories. 

These gaps together with textual development need information give a sound basis for 

Intellectual Capital Management to develop a company’s IC. However, more important 

than numerical evaluation is the discussion about the given IC sub-category. It is impor-

tant that the decision makers have an insightful dialogue about the company’s intangible 

resources, their importance, current level, target levels and development needs. Roos et 

al. (2005, p. 133) also comment that the case participants of their IC process agreed that 

the greatest value was the process itself – taking the time and effort to consider the rele-

vant issues. “Communication is a key to successful Strategic Management” (David 

2001, p. 14). Regarding Strategic Management, it is more about strategic thinking, deci-

sion making and learning than measurement (Marr 2007, p. 175). 

 

Benefits of using IC in strategic management: The on-line questionnaire was con-

ducted to obtain the opinions of the case participants. The sample size (thirteen) was the 

same as the participant population. Eleven participants completed the questionnaire. The 

following interpretations regarding the case companies can be made based on the sur-

vey: 

 

- Functionality (Table 10) 

o The SIC model (Figure 73) functioned well or at least fairly well 

in strategic decision making  

- Utility (Table 11; Table 12) 

o The SIC model was useful or at least rather useful in strategic de-

cision making 
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o Respondents would also utilize the SIC model as decision support 

in Strategic Management in the future 

- Effects 

o More than 90 % of the respondents believed that the usage of the 

SIC model as decision support would cause positive economic ef-

fects in the long run (Figure 90) 

o With the SIC model as a strategic decision support: 

 Strategic thinking can be improved 

 IC can be taken better into account in strategy creation 

and it may open up potential new competitive advantages  

- Comparison 

o Compared to earlier, by utilizing the SIC model, Intellectual 

Capital can be taken into account in Strategic Management and 

decision making:  

 More deeply, more concretely, more analytically, more 

broadly and intentionally, more openly and in a multifac-

eted way  

 As a whole 

 

At first, the SIC model may be difficult to understand, but after all turned out to be a 

good support for Strategic Management. Documentary analysis (Table 13, Table 14, 

Table 15 and Table 16) indicates linkages between the development needs generated by 

utilizing the SIC model and the planned activities in strategic plans. It can be assumed 

that at least part of the planned activities will be completed and thus the practical im-

pacts of utilizing the SIC model in Strategic Management will be realized. 

 

Development need in terms of Company’s Market Value definition: The value of a 

company’s IC is approximately the difference between a company’s Market Value and 

its book value (Edvinsson and Malone 1997, p. 52; Al-Ali 2003, p. 6). This means that 

Market Value is comprised of (Marr et al. 2002, p. 282) Financial Capital and Intellec-

tual Capital (Figure 1). Intellectual Capital is commonly equated with intangible re-

sources or capabilities (Figure 2; Table 3; Table 4).   
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Sullivan (2000, p. 120) has a wider definition for a company’s Market Value (Table 1). 

He argues that Stock Market Value is the sum of the value of the company’s tangible 

assets and the value of the discounted future cash flows that the company is expected to 

generate. Sullivan (2000, p. 87) argues that value is context-dependent and in addition 

to internal context, the external contextual issues (e.g. fundamental and environmental 

forces affecting the industry and opportunities available in the company’s market) also 

affect the company’s Market Value. 

 

There is a contradiction between the Market Value definitions in the last two para-

graphs. If accepted that Financial Capital and Intellectual Capital comprise the com-

pany’s Market Value, then the definition of Intellectual Capital should be improved to 

contain external contextual issues (Figure 91), i.e. Contextual Capital (Figure 18). An-

other option is to improve the definition of Market Value by excluding Contextual Capi-

tal from Intellectual Capital so that Financial Capital, Intellectual Capital and Contex-

tual Capital all together explain the company’s Market Value. 

 

 

 

Figure 91. Market value scheme with Contextual Capital  

 

This need to develop the definition of a company’s Market Value can also be justified 

with an example. A company’s Market Value may change because of an economic 
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downturn even though the company’s Financial Capital and Intellectual Capital re-

sources remain the same. Contextual Capital (Figure 18) provides the missing explana-

tion.  

 

Need to develop the definition of IC: Roos et al. (2005, p. 19) define IC as resources 

and they argue that intangibles and Intellectual Capital are not the same (Roos et al. 

2005, p. 29). They place Financial Intangibles outside Intellectual Capital (Figure 45). 

Sullivan (2000, p. 17, 228) defines IC as knowledge, but this would exclude personal 

motivation for instance from IC. Bontis et al. (1999, p. 397) defines IC as intangible re-

sources. Based on the Intellectual Capital theories and former definitions (Table 3; Ta-

ble 4), the new definition for Intellectual Capital is: 

 

“All the intangibles that can be used to create value.” 

 

The conceptual analysis, case study process, Conceptual Capital model and this defini-

tion led to the idea that Intellectual Capital may not be only in a company context, but 

also outside the company. “All the intangibles” in the definition refers to all possible 

value sources, not only the intangible resources inside the company. This allowed exter-

nal Contextual Capital (Figure 18) to be taken into account in the company’s Market 

Value scheme (Figure 1; Figure 91) and in a propositional four-partite Intellectual Capi-

tal classification (Figure 92). 

 

 

 

Figure 92. Four-partite Intellectual Capital classification 
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This theoretical finding has not been tested in the case studies in this research, although 

it has in fact been applied as a Strategic Management framework (cf. Figure 74) in the 

case company strategy projects. 

 

7.2.2 Answer to the Research Question 

 

 “How can Intellectual Capital be taken into account in Strategic Management better 

than before?” 

 

The term Intellectual Capital is mainly absent and as a phenomenon it is embedded in 

Strategic Management research (cf. Roos 2005, p. 124). Intellectual Capital research 

recognizes IC as one of the most important strategic assets or resources (Itami, 1987, p. 

12; Al-Ali 2003, p. 1; cf. Andreou et al. 2007, p. 52), which need to be managed and 

developed according to a company’s business vision and strategy (Sullivan 2000, p. 39). 

 

Intellectual Capital can be taken into account in Strategic Management better than be-

fore by utilizing the created IC ontology, SIC model and ontological IC methodology in 

all stages of Strategic Management.  

 

By understanding IC ontology, strategic decision makers can include more perspectives 

in their strategic thinking and thus make more sophisticated strategic decisions. The SIC 

model provides a more comprehensive framework with new concepts for internal stra-

tegic analysis. By utilizing this model as early as in strategic analysis before strategy 

creation, IC can be taken into account in strategy creation better than earlier and thus it 

can affect company strategy. Again, utilizing the model in the strategic planning phase 

based on the strategy will take IC into account in strategic plans better than before. Op-

erative management is responsible for implementing the planned actions. These strate-

gic plans also contain actions for IC development. Using ontological IC methodology 

means that a certain procedure enables IC to be taken into account in Strategic Man-

agement.  
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Propositions 

1. “By utilizing the created IC model, Intellectual Capital can be taken into ac-

count in Strategic Management better than before.” 

2. “Intellectual Capital should be taken into account in Strategic Management 

better than before.” 

 

Support for the propositions: The SIC model includes new concepts like Value Capi-

tal and as a unique whole it is more comprehensive than the earlier models (APPENDIX 

14). As a part of strategic analysis it is also important to have a debate about the value 

that the company is creating for their customers. Empirical results support the proposi-

tion and the answer to the research question (Chapter 6; Chapter 7.2.1). Using the SIC 

model, the case participants (survey respondents) were able to take Intellectual Capital 

into account in Strategic Management and decision making better than earlier as a more 

multifaceted whole. The model utilization improved their strategic thinking. According 

to the participants, the model functioned and was useful in strategic decision making 

and they would also use it in the future. The respondents believed that utilization of the 

SIC model would have positive economic effects in the long run. Results of the docu-

mentary analysis indicate that utilization of the SIC model in strategy creation and stra-

tegic planning phases has a linkage with strategic action plans. 

 

7.2.3 Applicability and Usage of Results 

 

The created SIC model is a comprehensive and unique model with new features. Based 

on the observations made during phases one and two of the case study, using an external 

agent in the researcher’s role in case 3, participant questionnaire and documentary 

analysis, the model functioned well as a decision support in strategy creation and in 

strategic planning. Even though these case study results indicate that the created model 

has functioned in these particular case companies as a strategic decision support, no 

generalizations on such a basis can be made. However, the understanding gained during 

the case studies gives reason to believe that the model would also function in other 

companies, but more research data would be needed to draw such conclusions based on 
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statistical reasoning. Thus it can be concluded that the results support the proposition, 

but that more research is necessary before generalizations can be made. This provides a 

good starting point for further studies. The intended use also covers IC management and 

the integration of IC into Strategic Management. 

 

The IC ontology and the IC model can be utilized for teaching, understanding, perceiv-

ing, assessing, managing and developing Intellectual Capital and as decision support 

devices in Strategic Management. 

 

7.2.4 Contributions of the Study 

 

Theoretical contributions: The contradiction between the definitions of a Company’s 

Market Value and Intellectual Capital (7.2.1) led to a need for development (cf. Marr et 

al. 2002, p. 282) in defining and classifying Intellectual Capital (Figure 92) or Market 

Value (Figure 91).  

 

The case study results support the proposition that by utilizing the created IC model, In-

tellectual Capital can be taken into account in Strategic Management better than before. 

The results also support the proposition that Intellectual Capital should be taken into ac-

count in Strategic Management better than before i.e. Strategic Management theory 

should be improved by integrating IC into Strategic Management better than before.  

 

The Strategic Intellectual Capital (SIC) model (Figure 73), the Intellectual Capital Strat-

egy (ICS) model (Figure 74) and the Four-Partite IC model (Figure 94) as theoretical 

and proportional (cf. Thomas 2004, p. 132; ref. Yin, 1994) models are valuable starting 

points for further studies. 
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Practical contributions: The practical contributions are the benefits for the case com-

panies and the case participants: 

 

- Improvements in strategic thinking 

- Better readiness to take note of  IC in strategic decisions 

- Shared understanding about the current levels, target levels, importance lev-

els, gaps and development needs of the company’s IC 

- Impacts of IC ontology in the case company’s strategic decisions, strategies, 

strategic plans (Table 13; Table 14; Table 15; Table 16) and in practice 

(Table 13) 

 

7.2.5 Validity and Reliability 

 

Validity: “Validity is concerned with whether the findings are really about what they 

appear to be about” (Saunders et al. 2003, p. 101). Validity is one of the strengths of 

qualitative research (Cresswell 2009, p. 191).  

 

The constructive approach as the comprehensive methodology of the study means prob-

lem solving through the construction of organizational procedures or models. “The main 

condition of validity for constructions is clearly that they work” (Kasanen et al. 1993, p. 

258). The case results clearly indicate that the model functioned. Kasanen et al. (1993, 

p. 253, 258) argue for market-based testing of a model.  

 

1. Weak market test: Has any manager responsible for the financial result of 

his business used the construction in his/her decision making? 

All the case company participants (key decision makers including CEOs) in 

the four case companies have used this construction (SIC model; Figure 73) 

in a real commercial strategy project as a decision support. The case compa-

nies (with the exception of company C) utilized it twice (in the strategy 

creation and strategic planning phases). One case participant from Company 

A has utilized the model twice in his own business projects since the case 
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phases. The agent in case 3 has utilized the model twice and the author once 

as decision support in strategy projects since the case studies, but these are 

not documented in this study. The results indicate that the model has worked 

in these cases. The model passed the weak market test.  

2. Semi-strong market test: Has the construction become widely adopted by 

companies? 

This is the choice of market forces and it will take time to answer this ques-

tion. The results indicate that the case participants (recipients) could or are 

going to use the model in future too. 

3. Strong market test: Have the results of the business been improved be-

cause of the construction? 

The results indicate linkage between utilization of the SIC model and some 

planned actions in strategic plans, but causality cannot be drawn. The case 

participants (recipients) believe that utilization of the model as decision 

support will cause positive economic effects in the long run. 

 

Concept validity is important because an abstract concept may have different meanings 

for different people. In qualitative research it is essential to define the central concepts 

(Drucker-Godard et al. 2001, p. 199). The concepts of the study were defined in the 

theoretical conceptual analysis. In the case study not only these definitions but IC ontol-

ogy were repeatedly and thoroughly explained and taught to the case participants in or-

der to create a shared language and understanding.     

 

The case study method was used to test the constructed IC model as decision support in 

Strategic Management (Figure 93). According to Stake (1995, p. 8), the case study 

method is about particularization, not generalization. He argues that the emphasis is on 

uniqueness and understanding particular cases, rather than other excluded cases. The va-

lidity of the case study relies on detailed accounting of how the study is carried out 

(Burns 2000, p. 476). A detailed explanation of the applied case methodology is given 

in Chapter 6.1. 
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Figure 93. Validation process of the created IC model 

 

Triangulation was used to obtain different perspectives. The semi-structured group in-

terview was applied during phases 1 and 2 of the case study. During these interviews it 

was possible to observe closely how the IC ontology, SIC model and methodology 

functioned in strategy creation and in strategic planning. The case phases were repli-

cated with the same procedure within case companies. In case 3 an external agent ap-

plied ontological IC methodology with case company C. The two agents (APPENDIX 

1, p. iii) answered the questionnaire survey along with the other case participants. 

Documentary analysis gave another view of what the participants were really going to 

do in practice, based on the utilized IC ontology.  
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The researcher as a research instrument has the potential to cause positive and negative 

effects on results. The researcher’s background and experiences has been an important 

enabler in utilizing the Model in Strategic Management, but may also have caused bias 

and restricted the point of view to one’s own. 

 

Generalization: External validity can be equated with generalization (Saunders et al. 

2003, p. 102; Fisher 2007, p. 297). The theoretical finding of a contradiction between 

definitions of a company’s Market Value and IC has a general effect on the theory. Case 

studies can be generalized to theoretical propositions, not to statistical populations 

(Burns 2000, p. 474; Eisenhardt and Graebner 2007, p. 25). The case studies indicate 

that IC should be integrated into Strategic Management better than earlier and that by 

utilizing the created IC model, Intellectual Capital can be taken into account in Strategic 

Management better than before, but only regarding these particular four case compa-

nies. To be able to generalize these propositions, further studies are needed.  

 

Reliability: The researcher needs to document the procedures of the case study and as 

many steps of the procedures as possible (Cresswell 2009, p. 190; ref. Yin, 2003). Reli-

ability of research means that the processes involved can be repeated with the same re-

sults by different researchers at different periods (Drucker-Godard et al. 2001, p. 210).   

 

A great deal of reliability depends on transparency. The case study process is docu-

mented in detail in Chapter 6.1. The procedures and decisions made have to make sense 

to the reader so that a convincing chain of reasoning can be followed from the begin-

ning to the end of the study. Teaching IC ontology to the case participants was impor-

tant to improve reliability, because IC assessment is based on definitions of IC sub-

categories. The survey by questionnaire was selected as a method instead of personal in-

terviews to obtain the answers without possible effects due to the researcher’s presence. 

Repetitive interaction during the strategy project has made the researcher familiar with 

the case participants. This may have caused some tendency to give more positive an-

swers and expressions than what would be objective. Another bias may have been the 

researcher’s own enthusiasm and belief in his own model and IC ontology. 
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After the study was completed, the reliability of the study was improved by asking the 

opinions of the case company representatives about the research results. Firstly the 

study, propositions and the results were introduced to them. The question was: “Do you 

think that the results are correctly explained and that the results support the propositions 

of the study.” The answers were positive and in two cases “Absolutely.”   

 

7.3 Limitations of the Study and Directions for Further  

Research 

 

Limitations of the study: The case method as such provides little if any possibilities 

for generalizations. Some other methods alone or combined with the case method might 

have given better generalizing possibilities. Secondary databases, a wider survey or 

telephone interviews might have provided more research data for statistical reasoning, 

depending on accessibility. Intellectual Capital as quite a new subject with ambiguity in 

its definitions might have caused problems without the closer opportunity to build a 

shared understanding about Intellectual Capital Ontology. 

 

The time frame of the longitudinal study was too short for practical impact analysis. 

These time restrictions made it possible to scrutinize only the impacts of the SIC model 

interventions in relation to strategic plans (with the exception of one planned and com-

pleted development action documented in Case company A). Lengthening the time pe-

riod by one year would have allowed the identification of more practical impacts due to 

the SIC model intervention. An even longer time period might have provided the oppor-

tunity to compare the effects in terms of financial impacts.  

 

Regarding the case studies and eight IC sub-categories in the SIC model (Figure 73), IC 

has now been described and evaluated as a whole based on insightful discussions. It 

might have been useful to try to find some operationalized measures to evaluate e.g. the 

current state of Individual Capital with a motivation index measured by a yearly survey. 

The case participants defined the most important IC entities under the given sub-

components. With more time resources, the IC entities under the IC sub-components 
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might have been evaluated separately. The benefits of such “measurement” or more de-

tailed assessment would have been questionable because the target was not to measure, 

but understand. 

 

Case company selection is a very important issue and the case companies could have 

been larger in size. It might have been a benefit if the case company participants had 

been more familiar with the formal strategy process. 

 

Directions for further studies: The study supports the propositions that the SIC model 

is useful in strategic decision making and that IC should be taken into account in Strate-

gic Management better than before. Furthermore, the finding of a contradiction between 

the definition of Company’s Market Value and IC raises an urgent need for further clari-

fication of the definitions.  

 

The author’s proposition for further studies is that Conceptual Capital could be included 

in the classification of Market Value or Intellectual Capital (Figure 92). The latter idea 

would remain that Market Value can be broken down into Financial Capital and Intel-

lectual Capital. Intension of Intellectual Capital would no longer be only company-

specific resources but more like potential or capital intangibles. Based on the proposi-

tional classification of Intellectual Capital (Figure 92), the following Four-Partite Intel-

lectual Capital Model (Figure 94) can be proposed as a direction for further studies.  
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Figure 94. Four-partite IC model 

 

Future research is needed to study how this Four-Partite IC Model (Figure 94) could be 

useful and further developed in strategic management and for a company’s market value 

evaluation purposes inside and outside the company. Enough research data needs to be 

collected for statistical evidence and classification development. This model is not the 

destination, but one step further along the way to a useful, reasonable and comprehen-

sive IC ontology for company’s Strategic Management and Market Value evaluation 

purposes. 

 

 

 

 

FA 
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7.4 Conclusions 

 

The main research problem of the study was: “Although IC is commonly accepted as 

one of the main sources of possible sustainable competitive advantage, it is not taken 

into account in Strategic Management enough.” 

 

On the basis of this research problem, the main objective of the study was to develop a 

model by means of which Intellectual Capital could be integrated into Strategic Man-

agement better than before.  

 

The main objective of the study has been achieved by the deductively created, more 

comprehensive Intellectual Capital model (Figure 73), which was tested as strategic de-

cision support in four case companies in practice. The case results support the proposi-

tion that IC should be taken into account in Strategic Management better than before 

and that it can be done by utilizing the created IC model. The study in a practical way 

solved the main problem of the study in the case companies. By utilizing the created IC 

model, they were able to take Intellectual Capital into account in their Strategic Man-

agement better than before. This was verified in practice regarding the case companies, 

but generalization cannot be done without further research even though the results sup-

port the propositions. 

 

The key results of the study are the created Strategic IC (SIC) model (Figure 73), the In-

tellectual Capital Strategy (ICS) model (Figure 74) which depicts the integration of IC 

into Strategic Management, the development of Market Value and IC definitions, and 

empirical support for integrating IC into Strategic Management using the created mod-

el. The important results also comprise the whole Intellectual Capital Ontology with on-

tological IC methodology as strategic decision support.  
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Appendix 1 

Key person information about case study attendees. 

 

i 
 

ATTENDEES IN CASE 1 

 

Key Person 1  CEO  

Company:    Company A 

Tasks:    General management, CEO tasks 

Duration of the Work Relationship:  since 1983 

Education: Vocational Qualification in Business and 

Administration 

Relevant Work Experience:  CEO since 2001, Export, Marketing,  

   Deputy CEO 

 

Key Person 2  Deputy Managing Director (owner) 

Company:    Company A 

Tasks:    Head of Sales, Production and R&D 

Duration of the Work Relationship:  6.5 years 

Education:   Bachelor of Business Administration 

Relevant Work Experience:  10 years 

 

Key Person 3  Sales Manager 

Company:    Company A 

Tasks:    Sales & Marketing 

Duration of the Work Relationship:  10 years 

Education:   Master of Business Administration 

Relevant Work Experience:  Sales and marketing tasks at Company A since 

2001; Consultant, Employer Services in 

Tampere and Raisio during 1999 - 2000 

 

Key Person 4  Development Engineer 

Tasks: Product design, development including 

approvals and technical customer service 

Duration of the Work Relationship:      5 years 

Education:       Master of Science 

Relevant Work Experience: Design and calculation, approx. 15 years 



Appendix 1 

Key person information about case study attendees. 

 

ii 
 

ATTENDEES IN CASE 2 

 

Key Person 1  CEO since 10/2010  

Company:    Company A and B  

Tasks:  General management, Head of Sales, 

Production and R&D 

Duration of the Work Relationship:  7 years 

Education:   Bachelor of Business Administration 

Relevant Work Experience:  10.5 years 

 

Key Person 2  Development Director 

Company:    Company A 

Tasks:    Business development of companies A and B, 

   Production and human resource development 

Duration of the Work Relationship:  3.5 years 

Education: Vocational Qualification in Mechanical 

Engineering,  

Mechanical machinist 

Relevant Work Experience:  Entrepreneur, over 30 years 

 

Key Person 3  Factory Manager 

Company:    Company B 

Tasks:    Production management and supervisory tasks 

Duration of the Work Relationship:  16 years 

Education: Vocational Qualification in Electricity 

Engineering, Electrician 

Relevant Work Experience:  Supervisor since 1981, two companies 

 

 

 

 
 

 



Appendix 1 

Key person information about case study attendees. 

 

iii 
 

ATTENDEES IN CASE 3 

 

Key Person 1  CEO (owner) 

Company:    Company C 

Tasks:    General Management and Sales 

Duration of the Work Relationship:  25 years 

Education:   Bachelor of Science in Engineering  

Relevant Work Experience:  CEO of an IT company 25 years, Head of 

Consulting Company 14 years, Foreman 6 

years 

 

Key Person 2  Development Director (owner) 

Company:    Company C 

Tasks:  Sales, Marketing, Operational and Service 

Development  

Duration of the Work Relationship:  since 2005 

Education:   Bachelor of Science in Media Technology  

 

Key Person 3  Business Consultant 

Company:    External Consulting Company 

Tasks:  Executive agent for strategy project and case 3 

in phase 1  

   CEO, Consulting 

Education: Master of Science in Industrial Engineering 

and Management 

Relevant Work Experience:  More than 25 years in business development 

 

Key Person 4  Business Consultant 

Company: External Consulting Company 

Tasks: Agent for strategy project and case 3 in phase 1 

Education:       Bachelor of Business Administration 

Relevant Work Experience: Entrepreneur, over 26 years 



Appendix 1 

Key person information about case study attendees. 

 

iv 
 

ATTENDEES IN CASE 4 

 

Key Person 1  CEO (owner) 

Company:    Company D 

Tasks:  General management, software development, 

sales and marketing, supervisor tasks and 

customer relationships 

Duration of the Work Relationship:  Entrepreneur since 1995 

Education: Vocational Qualification in Business 

Information Technology 

Relevant Work Experience:  since 1987: customer service, software 

development, entrepreneurship, ADP- 

planning, CEO 

 

Key Person 2  Development Manager (owner) 

Company:    Company D 

Tasks:  Software development, sales and marketing, 

budgeting, supervisor tasks 

Duration of the Work Relationship:  since 2004 

Education:   Information Technology Engineer 

Relevant Work Experience:  6 years as a software developer and 1 year as 

Development Manager 

 

Key Person 3  Chairman of the Board 

Company:    External partnering company 

Title:    CEO of external partnering company 

Tasks:  External advisor in business development for 

company D 

Education:   Bachelor of Science in Mechanical Engineering 

Relevant Work Experience:  25 years’ experience in management positions 

e.g. CEO, Business Director, Production 

Director, Project Manager, Business Unit 

Manager, Product Development Engineer 

http://www.sanakirja.org/search.php?id=4281803&l2=17
http://www.sanakirja.org/search.php?id=4281803&l2=17
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Resource based strategy

Strategic resources are valuable, rare and 
difficult to imitate or substitute (Barney, 1991)
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(Sullivan, 2000)

 

 

 

Resources and market

COMPETITIVE 

ADVANTAGE
STRATEGY

INDUSTRY KEY 

SUCCESS FACTORS

Organizational

Capabilities

Resources

TANGIBLE
• financial
• physical

INTANGIBLE

• technology

• reputation

• culture

HUMAN

• Skills/know-how

• Motivation

(Grant, 2005)
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Integrating 
Strategic Management and 

Intellectual Capital Ontology

Introduction
Case Studies

Ari Lammi
Doctoral Thesis

 

 

 

DEFINITIONS
Intellectual Capital
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Intellectual Capital

Market 
Value

Financial 
Capital

Intellectual
Capital

”All the intangibles that can be used to create value.”

 

 

 

Intellectual Capital Definitions 
Hierarchy Level 2

• Human Capital
“Qualities, skills, competences and potential that 
employees take with them when they leave the 
company.”

• Organizational Capital
“Organizational capabilities and potential to meet 
market needs.” 

• Relational Capital
“Relationships with the entities outside the 
organization and their potential to influence the 
organization’s ability to create and extract value.”
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Human Capital

• Human Capital

– Individual Capital

“Personal qualities and capabilities, excluding 
interpersonal relationships.”

– Social Capital

“Potential of the interpersonal networks.”

 

 

 

Organizational Capital

• Organizational Capital
– Strategy Capital

“The factors directing the action, i.e. the strategic objectives and 
the ways to achieve them”

– Capability Capital 
”Capabilities needed to achieve the strategic goals and bring value 
to the customers.”

– Infrastructure Capital
“Infrastructure is the context, device or an environment which 
supports and facilitates company’s capabilities and daily activities 
to bring value for the customers.”

– Value Capital
“The value embedded in products and services, which is delivered 
to the customers.”
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Relational Capital

• Relational Capital

– Business Capital

“The relationships with the main players in the core of 
the company’s business area.”

– Environmental Capital

“The relationships with the main players outside the 
core of company’s business area.”

 

 

 

Location grid of IC

Locations of 
Intellectual Capital

Entity
located

Relation
located

Human Capital Individual
Capital

Social 
Capital

Structural Capital Organizational
Capital

Relational
Capital
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DIMENSIONS
Intellectual Capital

 

 

 

Intensional dimension of IC

Human  
Capital

Organizational
Capital

Relational
Capital
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Ontological dimension of IC

Tangibility

Intangibility

 

 

 

Epistemological dimension of IC

Tacit
Knowledge

Explicit
Knowledge
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Ownership dimension of IC

Capital

Asset

Property

 

 

 

Ownership dimension

• Intellectual Capital
“All the intangibles that can be used to create value”

Static IC is like “stocks” of IC components and Dynamic IC is like “flows” 
between the components, individuals and  knowledge forms. These 
“flows” include transfer, conversions and transformations. (Ricceri, 2008)

• Intellectual Assets
“Intellectual Capital converted into tangible or explicit form, and can be 
owned by the company”.

• Intellectual Property
“Intellectual Assets owned by the company and protected by the law”.
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Human Capital 

-knowledge, skills, etc. 

 

Organizational Capital 

-processes, culture, etc. 

 

Relational Capital 

-customer relations, etc. 

Intellectual Capital 

Intellectual Assets 

-documents, 

-databases, 

-drawings, 

-designs,  

-process 

descriptions,  

-contracts, etc. 

Intellectual Property 

-patents, 

-copyright, 

-trademarks, 

-trade secrets 

The sub-sets of Intellectual Capital

 

 

 

Stability dimension of IC

Static

Dynamic

 



Appendix 3 

Introduction to IC ontology and the model for the case participants in phases 1 and 2. 

 

ix 
 

 

 

Static and dynamic 
Intellectual Capital

• Static IC is like “stocks” of IC components and 
dynamic IC is like “flows” between the components, 
individuals and  knowledge forms. These “flows” 
include transferring, conversions and 
transformations. (Ricceri, 2008)

• The relevance of value creation lies not in the 
”stocks”, but in the ”flows” between various IC 
components or elements. Thus the understanding of 
transformations is crucial in management of IC. 
(Ricceri, 2008)

 

 

 

Transformations
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THE CREATED
INTELLECTUAL CAPITAL MODEL
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The newly created IC Model in Strategic Management Framework.

 

 

 

THE PHASES OF THE CASE STUDY
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The Phases of the Case Study

Phase 1: 

IC in Strategy 
Creation 

Phase 2: 

IC in 
Strategic 
Planning

Phase 3: 

IC Impact 
Assessment 

 

 

 

Cases
the phases

• Phase 1: IC in Strategy Creation 
– Identify the most important Intellectual Capital that is needed for company success

– Evaluate importance of the identified Intellectual Capital entities

– Describe the current status of the identified Intellectual Capital entities
• Static

• Dynamic (transformations)

– Evaluate the current and target level of the identified Intellectual Capital

– Describe the development needs of identified IC

• Phase 2: IC in Strategic Planning
– Identify the most important strategic Intellectual Capital that is needed for company success 

in respect to created strategy

– Evaluate importance of the strategic Intellectual Capital entities

– Describe the current status of the strategic Intellectual Capital entities
• Static

• Dynamic (transformations)

– Evaluate the current and target level of the strategic Intellectual Capital

– Describe the development needs of the strategic IC

• Phase 3: IC Impact Assessment 
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1. PERSONAL INFORMATION 

 

Case Study  

Attendees: 

 

 

Key Person 1 

Name:       

Company:     

Title:     

Tasks:     

Duration of the Work Relationship:   

Education:    

Relevant Work Experience:   

 

Key Person 2 

Name:       

Company:     

Title:     

Tasks:     

Duration of the Work Relationship:   

Education:    

Relevant Work Experience:    

 

Key Person 3 

Name:       

Company:     

Title:     

Tasks:   

Duration of the Work Relationship:   

Education:    

Relevant Work Experience:    

 

 

2. COMPANY INFORMATION 

 

Company Name:   

Industry:    

Turnover:    

Personnel:   
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3. APPLIED CASE METHOD 

 

The case method will be applied in the following phases (Figure 1): 

1. Phase 1 

o the created IC model is used as a framework in strategic analysis when 

the internal analysis regarding company-specific resources is the fo-

cus 

o after this phase the strategy is to be created 

2. Phase 2 

o the starting point is the created strategy 

o the created IC model will be used as a framework to assess the IC 

needed to realize the created strategy 

o in this phase the strategy is created, but implementation is not yet 

planned 

3. Phase 3 

o the current state and further development needs of IC will be assessed 

o the pragmatic implications in the form of aims, plans, actions or results 

will be explored 

o in this phase the practical implications of IC ontology will be studied  

 

 

Figure 1. The Phases of the Case Study. 
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4. INTELLECTUAL CAPITAL ASSESSMENT  

 

The recommended order for the assessment (in case study phase 1): 

1. Identify the significant company-specific entities (categories) of Intellectual 

Capital under the given Intellectual Capital sub-component. These entities are 

value drives of a company’s success. 

2. Evaluate importance of the given Intellectual Capital sub-component. 

3. Describe the current status of the given Intellectual Capital sub-component. 

Consider both static and dynamic perspectives. 

4. Evaluate current and target level of Intellectual Capital in the given Intellec-

tual Capital sub-component. The evaluation is to be done in respect to amount 

and quality. 

5. Describe the development needs of the given Intellectual Capital sub-

component.  

 

The following information will be given regarding to Intellectual Capital sub-

components. The evaluation scale 1 – 6 (1 = very low, 6 = very high) will be used. 

____________________________________________________________________ 

IC Main Component: 

IC Sub-Component: 

IC Sub-Component Categories: 

Current status description: 

 

New development needs: 

 ------------------------------------------------------------------------------------------------------ 
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The recommended order for the assessment (in case study phase 2):  

1. Identify the most significant company-specific entities (categories) of Intellectual 

Capital under the given Intellectual Capital sub-component in respect to created 

strategy.  These entities are the most important for strategy realization. 

2. Evaluate the strategic importance of the given strategic Intellectual Capital sub-

component. 

3. Describe the current status of the given strategic Intellectual Capital sub-

component. Consider both static and dynamic perspectives. 

4. Evaluate the current and target level of the strategic Intellectual Capital in the 

given Intellectual Capital sub-component. The evaluation is to be done in respect 

to amount and quality. 

5. Describe the development needs of the given strategic Intellectual Capital sub-

component.  

The following information will be given regarding to Intellectual Capital sub-

components. The evaluation scale 1 – 6 (1 = very low, 6 = very high) will be used. 

____________________________________________________________________ 

IC Main Component: 

IC Sub-Component: 

IC Sub-Component Categories: 

Current status description: 

 

New development needs: 

 ------------------------------------------------------------------------------------------------------ 
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4.1 HUMAN CAPITAL  

4.1.1 Individual Capital  

 

IC Sub-Component Categories: __________________________________________ 

____________________________________________________________________ 

 

Current status description: ______________________________________________ 

____________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

 

 

New development needs: _______________________________________________ 

____________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 
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4.1.2 Social Capital  

 

IC Sub-Component Categories: __________________________________________ 

____________________________________________________________________ 

 

Current status description: ______________________________________________ 

____________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

 

 

New development needs: _______________________________________________ 

____________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 
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4.2 ORGANIZATIONAL CAPITAL  

4.2.1 Strategy Capital  

 

IC Sub-Component Categories: __________________________________________ 

____________________________________________________________________ 

 

Current status description: ______________________________________________ 

____________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

 

 

New development needs: _______________________________________________ 

____________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 
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4.2.2 Capability Capital  

 

IC Sub-Component Categories: __________________________________________ 

____________________________________________________________________ 

 

Current status description: ______________________________________________ 

____________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

 

 

New development needs: _______________________________________________ 

____________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 
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4.2.3 Infrastructure Capital  

 

IC Sub-Component Categories: __________________________________________ 

____________________________________________________________________ 

 

Current status description: ______________________________________________ 

____________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

 

 

New development needs: _______________________________________________ 

____________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 
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4.2.4 Value Capital  

 

IC Sub-Component Categories: __________________________________________ 

____________________________________________________________________ 

 

Current status description: ______________________________________________ 

____________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

 

 

New development needs: _______________________________________________ 

____________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 
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4.3 RELATIONAL CAPITAL 

4.3.1 Business Capital  

 

IC Sub-Component Categories: __________________________________________ 

____________________________________________________________________ 

 

Current status description: ______________________________________________ 

____________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

 

 

New development needs: _______________________________________________ 

____________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 
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4.3.2 Environmental Capital  

 

IC Sub-Component Categories: __________________________________________ 

____________________________________________________________________ 

 

Current status description: ______________________________________________ 

____________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

 

 

New development needs: _______________________________________________ 

____________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 

___________________________________________________________________ 
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QUESTIONNAIRES

Cases

 

 

 

Human Capital
Category: ”Individual Capital”

Definition: “Personal qualities and capabilities., excluding inter-personal relationships.”

Sub-categories: e.g. biology (genetic inheritance), work ability (physical and mental work ability), 
competences (skills, knowledge) and mental models (traits, values, attitudes, motivation).

Current Status:

New  Development Need:

Importance:
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Human Capital
Category: ”Social Capital”

Definition: “Potential of the interpersonal networks.”

Sub-categories: e.g. Intra-Social Capital (relationships inside the company) and Inter-Social 
Capital (relationships outside the company e.g. clients and other stakeholders).

Current Status Description:

New  Development Need:

Importance:

 

 

 

Organizational Capital
Category: ”Strategy Capital”

Definition: “The factors directing the action, i.e. the strategic objectives and the ways to achieve 
them.”

Sub-categories: e.g. Mission, Vision, Values and Strategy.

Current Status Description:

New  Development Need:

Importance:
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Organizational Capital
Category: ”Capability Capital”

Definition: “Capabilities needed to achieve the strategic goals and bring value to the customers.”

Sub-categories: e.g. Core Competences, Core Technologies, Core Processes, Core Functions,
Renewal and Development and Competitive Advantages.

Current Status Description:

New  Development Need:

Importance:

 

 

 

Organizational Capital
Category: ” Infrastructural Capital”

Definition: “Infrastructure is the context, device or environment which supports and facilitates 
company’s capabilities and daily activities to bring value for the customers.”

Sub-categories: e.g. Financial Intangibles, Structures, Systems, Technologies, Culture, Innovations, 
Organizational Information, Brand, Contracts, Market Information, Business Models and IP.

Current Status Description:

New  Development Need:

Importance:
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Organizational Capital
Category: ” Value Capital”

Definition: “The value embedded in products and services, which is delivered to the customers.”

Sub-categories: e.g. Products and Services.

Current Status Description:

New  Development Need:

Importance:

 

 

 

Relational Capital
Category: ” Business Capital”

Definition: “The relationships with the main players in the core of the company’s business area.”

Sub-categories: e.g. Suppliers, Partners, Competitors and Customers.

Current Status Description:

New  Development Need:

Importance:
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Relational Capital
Category: ” Environmental Capital”

Definition: “The relationships with the main players outside the core of company’s business area.”

Sub-categories: e.g. Investors, Politics and Regulatory Bodies, Media, Universities, Unions, 
National and Local Governments, Educational Institutions and Other Interest Groups.

Current Status Description:

New  Development Need:

Importance:
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Intellectual Capital 

Case 1, phase 1 
Categories Description Impor-

tance 
Current  
level 

Target Development needs 

IC HC Individual 
Capital 

Competences, 
Mental Models 

Skills, knowledge, attitudes, flexibility, motiva-
tion, ambition. In some cases competences are 
top quality, but located in a few employees. 

5 3 5 Training: internal, professional and fo-
cused training. Recruiting process: What 
personalities are needed? What values are 
needed? 
Rewarding system. 

Social  
Capital 

Personal relation-
ships with custom-
ers, 
Personal relation-
ships with authori-
ties 

Inter-social capital is considered to be more im-
portant than intra-social capital. Internal rela-
tionships are also important due to knowledge 
transfer and sharing, but often prevented be-
cause of fear. It is important for smooth produc-
tion. 

5 4 5 Motivating to share knowledge, team 
working, ”we-spirit.” 

OC Strategy  
Capital 

Strategy, 
Values 

Owner strategy doesn’t exist. The base needs to 
be settled for further strategy work. 

6 3 6 Owner strategy needs to be made. Values 
are to be defined clearly. 

Capability 
Capital 

Core Technology, 
Development and 
Renewal 

Production and product technology.  Technical 
Capability of production is very good. Other or-
ganizational capabilities are at a rather high level. 

5 5 6 Team working. 

Infrastruc-
ture  
Capital 

Information, 
IT-technology 

Organizational culture does not support infor-
mation and knowledge sharing. 

4 3 4 Information and knowledge sharing. 

Value  
Capital 

Reliability Reliability covers product, deliveries, experience 
with authorities, well-known player on the mar-
ket, additional planning service. The products 
include a lot of added value, i.e. technical and 
other superiority. This is the right direction. The 
customers are buying “peace of mind” in the 
form of our products, and they pay for it. 

5 4 5 Production technology and related com-
petences should be less personal tied. 
Training to keep quality high and improve 
it. 

RC Business  
Capital 

Customer relation-
ships, Distributor 
relationships 

At the moment, the customer relationships are 
most important, but in the future the distributor 
will also be. No relationships with competitors. 

6 5 6 Better understanding of the customers. 
Customer proximity. What is valuable for 
them? How industry will change? 

Environ-
mental 
Capital 

Product approval 
authorities, Educa-
tional institutions 

Educational institutions and approving authori-
ties largely affect the kinds of methods the new 
planners will apply.  
 

4 4 5 Be in contact and take part and affect the 
work of committees and active players. 
Better presence in publications e.g. with 
customers and authorities.  
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Intellectual capital  

Case 2, phase 1 

Categories Description Impor-
tance 

Current  
level 

Target Development needs 

IC HC Individual 
Capital 

Team spirit, Hard 
working attitude, 
Flexibility, Right 
competences 
according to task 
demands 

The personnel is very cohesive with each other. Compe-
tence levels are heterogenic and suitable. Based on age 
distribution (mainly 25 – 40 years), the work force is 
quite young. 
 

6 4 5 In order to develop more complex 
and differentiated products and 
services, the competence level 
should be increased. This is needed 
for change and development. 
 

Social  
Capital 

Relationships 
between the 
employees, Rela-
tionships be-
tween employees 
and employer, 
Factory Manag-
er’s personal 
relationships with 
external actors 

New management is still rather distant with employees.  
 

6 4 5 New management should build clos-
er relationships with the employees. 
More visits to the factory, and also 
informal contacts from the new CEO. 
Attending informal sauna evenings 
would be appreciated. Interaction 
between workers and management 
should be improved. Receiving, han-
dling and feedback process needs to 
be enhanced.  

OC Strategy  
Capital 

Mission The mission of the company relies heavily on the vision 
of the owner company. In fact the mission is currently 
open. 

6 3 5 The mission of the company needs to 
be analyzed and clarified. Decisions 
about it should be stated. 

Capability 
Capital 

Customer service 
process,  Service 
capability, Focus-
ing on volume 
customers, Re-
porting and in-
formation pro-
ducing capabili-
ties, Reacting 
capability 

“No” is not the correct answer for important customers. 
Promises made to the customers have to be kept, but it 
is not allowed to promise too much. “We try our very 
best, but no miracles”. Producing information for the 
customers is a very important issue in products and 
services. 
 

6 5 6 Reporting of information needs to be 
developed further. 
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Infrastruc-
ture  
Capital 

Own “boyish” 
culture, Opera-
tion manage-
ment, Automa-
tion technology, 
Product infor-
mation and other 
additional infor-
mation for the 
customers 

Production management system is up-to-date. Auto-
matic production cell specific follow-up monitoring is 
causing inconvenience right now, and it is connected 
with production management system.  
 

5 5 5 Quality assurance system needs to 
be developed, and automated.  
 

Value  
Capital 

Lathe and 
quenching ser-
vices, Information 
management, 
Reliability, Quality 
(overall and tech-
nical), Flexibility  

Value of the services includes also additional elements 
like information management. Time schedules and cor-
rect invoicing are features that the customers appreci-
ate. 

5 4 6 Additional value components of the 
services should be increased. Cus-
tomer proximity should be achieved 
and the results of the both parties 
should be increased.  
 

RC Business  
Capital 

Customer rela-
tionships, Com-
petitor relation-
ships 

Regarding competitors, we lack knowledge about their 
business. We are now so concentrated on one customer 
and being their subcontractor. 

5 3 5 Competitor relationships need to be 
developed, to understand what is 
happening in the industry and where 
we are going. We should know our 
customers better and develop these 
relationships to be more useful for 
them. One possibility is to take a 
bigger part of the customers’ value 
chain. 

Environ-
mental 
Capital 

Educational insti-
tution co-
operation, Public 
development 
organizations 
(e.g. ELY i.e. Min-
istry of Trade, 
Transport and 
Environment) 

At the moment, co-operation with educational institu-
tions is not active. These relationships are needed to 
obtain good qualified human resources with suitable 
salary level. 
 

3 3 4 Co-operation with educational insti-
tutions should be activated. 
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Intellectual capital  

Case 3, phase 1 

Categories Description Impor-
tance 

Current  
level 

Target Development needs 

IC HC Individual 
Capital 

Attitude,  
Competence 
 

Company employees mainly have long work relation-
ships and the right kind of attitude to working. Resili-
ence and belief can be found. Competence is mainly 
personalized in Managing Director who has good sales 
competences/intuition and a relentless entrepreneur-
ship attitude. The network has a lot of pedagogical ca-
pabilities. 

5 4 4 Development discussions are needed 
to get a more structured picture 
about the personnel’s competencies. 
Sales and competence development 
need to be organized. 
 

Social  
Capital 

Teacher network, 
Customer con-
tacts, Partner 
relationships 
 

There are lots of pedagogical capabilities in the teacher 
network of the company. There are 700 trainers in the 
network, 100 of these are met and 30 are actively in-
volved in co-operation. Technical operations are out-
sourced, technical competences are good. Relationships 
inside the company are good and co-operation as well 
works out well. Atmosphere is inspiring and open. Cus-
tomer contacts are rather loose. The company has lots 
of partners, but the co-operation relationships are 
loose.  

5 4 5 Create an image of the company as a 
desirable employer to work for. Bet-
ter utilization and management of 
the teacher network. 

OC Strategy  
Capital 

Strategy 
 

Since 2005 strategy work has been done regularly. In 
the implementation there have been defects especially 
regarding teacher network. The company has been 
renewed and reformed according to challenges of the 
times. 

6 4 6 Strategy up-dating, documentation 
and communication. Learning to do 
on-going and “living strategy” work. 

Capability 
Capital 

Capabilities in 
making contracts, 
Human resource 
management, 
Organizing teach-
ing and training, 
Production pro-
cess  

Valuable capabilities in making contracts. Good human 
resource management. Strategy process exists. Organiz-
ing teaching and training is a core competence such as 
production process as well. 

5 4 5 Processes need to be defined and 
depicted (process chart). Sales com-
petences and customer relationship 
management need to be developed. 
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Infrastruc-
ture  
Capital 

Annual contracts, 
Trademark, 
Teacher and re-
sale contracts, 
Training concept, 
Customer data-
base 

Company has annual contracts, but no patents. Trade-
marks in 17 countries. Own web system and reporting. 
Teacher and resale contracts. Own training concept. A 
large customer database. 

5 3 5 Frame contracts and yearly contracts 
need to be taken into language train-
ing. Teacher network utilization (to 
become our software users) and 
rewarding (bonus system for teach-
ers). 

Value  
Capital 

Finnish support 
and interactivity 
in products,  
Supporting cus-
tomer’s success 
by language skill 
improvement 

The share of the own products is more than a half of all 
the courses. Finnish support and interactivity are valua-
ble features. Customer values are: improvement of 
language skills, customer’s success in its own businesses 
(an individual does better in a global world). 

6 5 6 The older technology needs to be 
replaced. More interactive courses 
are needed. On-line language sup-
port that is always on reach (also 
mobile). 

RC Business  
Capital 

Customer Capital: 
Companies, Public 
governance, Edu-
cational institu-
tions, Private 
consumers 
 
Partner Capital: 
Content provid-
ers, Sales organi-
zations, Technol-
ogy partners 
 
 
 
Supplier Capital: 
Technology pro-
viders  
 
Competitor  
Capital:  
No relationships 

Customer segments are: companies, public governance, 
educational institutions (AMKs and AMOs) and private 
consumers. Customer relationships are personalized in 
two persons.   
 
 
 
Lots of partners. ’A new company’ is a new partner. ’An 
institution’ is a new important partner. TEKES project 
provides new partners. Partnerships with one college 
and publishers have weakened. Different kinds of part-
nerships are: content providers, sales organizations and 
technology partners. 
 
 
Technology providers: A big company (own infra), a 
software company, an operator, Domain maintenance, 
Programming language, Coding suppliers. 
 
Relationships with competitors hardly exist. 

6 
 
 
 
 
 
 

6 
 
 
 
 
 
 
 

6 
 
 
 

3 

5 
 
 
 
 
 
 

4 
 
 
 
 
 
 
 

5 
 
 
 

2 

6 
 
 
 
 
 
 

6 
 
 
 
 
 
 
 

6 
 
 
 

3 

Where to invest, how and with what 
resources?  
 
 
 
 
 
Partnership strategy needs to be 
created: content providers, sales 
organizations and technology part-
ners. Partner network analysis, prior-
itizing, systematic primary partner 
development and creation of com-
plementary partnerships need to be 
done.  
International suppliers, technology 
strategy needs to be created. 
 
 
Let’s follow the situation. 
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Environ-
mental 
Capital 
 
 
 
 
 
 

Investor Capital: 
Public develop-
ment organiza-
tions 
 
Media  
relationships: 
Digital social 
media 
 
 
University and 
educational insti-
tute relation-
ships: 
Universities and 
other educational 
institutions 
 
Political  
relationships: 
Do not exist. 
 
Other stakehold-
er relations: 
Associations 

Public development financing organization has given 
development financing for the current needs. Company 
doesn’t have any external financial capital. 
 
 
Personal relationships with the media do not exist. Me-
dia publicity is in process right now. Social media is 
utilized. 
 
 
 
Some universities and educational institutions are cus-
tomers. We have an on-going project, which also in-
cludes a Virtual college network, a municipal Workers’ 
Institute, a municipal Finnish language workers’ insti-
tute, a municipal Adult education centre, Vocational 
institute and high school. 
 
 
Do not exist. 
 
 
 
Good relationships with plenty of associations. 

6 
 
 
 
 

4 
 
 
 
 
 

5 
 
 
 
 
 
 
 

2 
 
 
 

4 

4 
 
 
 
 

3 
 
 
 
 
 

4 
 
 
 
 
 
 
 

2 
 
 
 

4 

6 
 
 
 
 

5 
 
 
 
 
 

5 
 
 
 
 
 
 
 

4 
 
 
 

4 

Growth financing, direction: interna-
tionalizing. Need to investigate and 
create relationships to be ready for 
the coming needs. 
 
Personal relationships are to be cre-
ated with some regular journalists. 
The opportunities offered by social 
media will be monitored and strate-
gy will be considered. 
 
No comments. 
 
 
 
 
 
 
 
Let’s create relationships with the 
Ministry of Education and Culture, 
and with the educational regime. 
 
Let’s keep the current level of the 
relationships. 
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Intellectual capital  

Case 4, phase 1 

Categories Description Impor-
tance 

Current  
level 

Target Development needs 

IC HC Individual 
Capital 

Competences, 
Motivation 
 

Important competencies contain e.g. mobile devices, 
customer contacts, understanding industry and custom-
ers, team capabilities, knowing the customers’ indus-
tries, knowing new technologies and how to utilize 
them, working alone and in groups, problem-solving 
skills, and user interface and database competences. 
Motivation and enthusiasm for self-development. 
 

6 5 6 In recruiting new competences are 
needed and smart persons are needed. 
Continuous training for management 
and all the personnel. Lots of crucial 
knowledge has been accumulated into 
CEO and it needs to be shared with oth-
ers. Replacement person system needs 
to be developed and software produc-
tion could be done in pairs. Manage-
ment, business and sales skills need to 
be developed. Personnel should be en-
couraged to self-development. 

Social  
Capital 

Expert rela-
tionships, 
Social media 
connections, 
Peer relation-
ships 
 

The CEO has about 10 very important personal expert 
relationships, who can also be called on for help in 
technical and business issues. Employees have useful 
peer-to-peer relationships with schoolmates and in 
associations. Digital social media is an important 
knowledge resource to keep competences up to date. 
The CEO’s customer relationships have already been 
shared a little with the other employees.  

4 4 4 Prospective customer work and how it 
will be resourced needs to be devel-
oped. The CEO now starts the new cus-
tomer relationships, but someone else 
should take care of the rest. 

OC Strategy  
Capital 

Vision, Strate-
gy, Strategic 
objectives 
 

The mission is clear, but the company vision needs to be 
clearer. A strategy is in fact missing. Focus could be 
better regarding to core competences. Strategic deci-
sions about the business focus are missing. Profitability 
is one important target. 

5 3 5 Productizing and product decisions. 
Strategic management, management 
teamwork and board work need to be 
developed. Strategy and management 
system are needed. 

Capability 
Capital 

Technology, 
Understand-
ing markets 
and industry, 
Core process 
capabilities 
 

Capabilities in web-based services and competitor moni-
toring are technological capabilities. Markets are also 
monitored in the technological sense. Understanding of 
public sector clients and their operations is quite good. 
Software production process is the core process, from 
specification phase to delivery according to customer 
needs. 

5 4 5 Business competences, pricing, business 
logic, software platforms, specification 
process, business scalability, sales com-
petences, marketing competence, in-
formation sharing and human resource 
management need to be developed. 
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Infrastruc-
ture  
Capital 

Flexible organ-
ization struc-
ture, Brand, 
Reputation, 
Culture 

Organizational structure is flat and culture is modern 
and confidential. Reputation is based on modesty and 
honesty. 

4 4 5 Information sharing system, HR system 
and resource planning system need to 
be developed. 

Value  
Capital 

Reliability, 
Cost and time 
savings, 
Knowledge 
management, 
Customer 
service,    
Reports 

Reliability and confidential information management 
are critical issues for the customers. Our software prod-
ucts help in knowledge management and thus bring 
time and cost savings. Stakeholders also appreciate 
good customer service. Provided software products also 
make it possible to find, save and utilize important tacit 
information in explicit form. 

6 5 6 Risk management (data security) regard-
ing confidential information still needs 
to be improved.  
 

RC Business  
Capital 

Public sector 
customers, 
Suppliers 
 

Supplier network has been enlarged and improved so is 
quite good. Relationships with public sector customers 
are strong and developed over more than ten years. 
They also do marketing for us. 
 

6 5 6 Risk management for our one main 
supplier. Contract improvement and 
settlement concerning the rules are 
needed in partnerships. Customer rela-
tionships need to be improved and new 
private customers are needed. 

Environ-
mental 
Capital 

Media, Educa-
tional institu-
tions, Associa-
tions, Advisory 
board mem-
berships, 
Ministry of 
employment 
and the econ-
omy 

Ministry of Employment and the Economy and entre-
preneur associations are important relationships. Rela-
tions with print and social media are needed for market-
ing, reputation and visibility. An external board member 
as chairman is valuable for the company business and 
management. The CEO is active on educational institu-
tion advisory boards and some steering groups to affect 
e.g. which IT training programs are considered in local 
educational institutions. 

4 4 4 None. 
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Intellectual Capital 

Case 1, phase 2 
Categories Description Impor-

tance 
Current  
level 

Target Development needs 

IC HC Individual 
Capital 

Competences, Mental 
Models 
 

New competences, motivation and attitudes 
are needed when new markets are entered. 
We need to understand new markets, new 
cultures, local ways of doing business and 
get new business relationships started. Sales 
growth also demands abilities to manage 
the whole productive value chain according 
to new market demands.  

5 4 5 Competences relating to production, 
Target market understanding, Production 
flexibility e.g. in the form competences 
are needed to do different tasks and 
manage different machines, Competences 
and willingness to compete on price to 
get market share for future profits. 

Social  
Capital 

Intra-social, Inter-social 
 

Social capital is at a high level. With respect 
to new strategy to enter new markets in 
Europe, it is not seen as the answer. The 
markets will be taken by other means, not 
based on the personal relationships. 

4 5 5 To get personal relationships in the new 
markets onto the same level as in pene-
trated markets. 

OC Strategy  
Capital 

Vision, Strategy 
 

The vision and strategy have now been cre-
ated, but are at quite a common level. The 
owner strategy about profitable growth and 
focusing business is under consideration. 

6 5 5 To achieve the strategic objectives, it is 
necessary to clarify the vision and the 
strategy. The strategy should be taken 
into functional/operational strategies like 
sales strategy, production strategy. 

Capability  
Capital 

Core process, Sales and 
delivery process, Produc-
tion capabilities 

Core process capability and value chain is 
now at high level, like production and sales.   
 

6 5 5 Currently no needs, but likely after sales 
figures rise. 
 

Infrastructure  
Capital 

No categories were iden-
tified 

Infrastructural support is seen to be at high 
level, but its strategic importance is argued 
to be low. 

2 5 5 No current development needs. 

Value  
Capital 

Speed (delivery time), 
safety (accountability), 
quality (product and 
service), problem solu-
tion for carrying capacity 

Short delivery time often means low ware-
housing need for the customer. Customer 
value is at high level now. 

 

5 5 6 Argumentation of the value to the cus-
tomer, Additional sales. 
 

RC Business  
Capital 

Customer and Competi-
tor relationships   

One competitor is also a significant partner. 
 

6 5 5 No development needs. 
 

Environmental 
Capital 

Universities, regulatory 
bodies (authorities) 

Relationships are now at high level. 
 

5 5 5 No development needs identified. 
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Intellectual capital  

Case 2, phase 2 

Categories Description Impor-
tance 

Current  
level 

Target Development needs 

IC HC Individual 
Capital 

Motivation,  
Attitudes 

Factory staff are very good. Motivation is high and atti-
tude is excellent. Absenteeism is very low. 

6 4 5 Production personnel need competence 
development e.g. in the areas of produc-
tion drawings. New customer relation-
ships require competence development, 
for example in customer relationship 
management. 

Social  
Capital 

Social capital is 
not seen as an 
important issue 
for the company 
success regard-
ing company 
strategy. 

Word of mouth might be the way to attract good job 
seekers. 

2 2 3 The social relationships of the employees 
could attract and be recommendations 
for potential new employees. 

OC Strategy  
Capital 

Vision,  
Strategic targets 

The company’s acquisition by another company has 
stopped the former development direction of the com-
pany. The “seed” has been “planted”, but a clear factual 
decision on vision and strategic objectives is still miss-
ing. Although the strategy and strategic objectives have 
been gone through together and “decided” with the key 
persons of company management, the owners are still 
considering the main elements of strategy. 

6 3 5 The company vision and strategic objec-
tives should be clarified. Decisions are 
needed e.g. for direction, investments 
and resource allocation. 
 

Capability 
Capital 

Management 
capabilities and 
commitment, 
Sales capabilities 

The thought of a new strategy with more than one busi-
ness area is a new one. It has kept the owners and man-
agement still considering. Sales process and compe-
tences are missing.  

6 3 5 Commitment of the owners and the man-
agement should be cleared and assured. 
Sales need to be organized and imple-
mented. Sales and sales competences 
need to be developed.  

Infrastruc-
ture  
Capital 

Company cul-
ture, Business 
Model 
 

The existing company culture is an important factor in 
success. The markets could also be penetrated in the 
future with the current business model. The current 
business model is based on services and longer value 
chains. 

6 4 5 Specializing and improvement is needed 
inside the business model, which means 
e.g. longer value chains for the customers 
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Value  
Capital 

Reliability of 
deliveries, Cor-
rectness and 
sophistication of 
the information 

Additional information is valued by the customer. Their 
customer promises rely on the accuracy of our infor-
mation and delivery reliability. The potential further 
development of information is also important for the 
customers. 

6 5 6 Delivery reliability and the quality of the 
information need to be further devel-
oped. 
 

RC Business  
Capital 

Customers,  
Competitors 
 

There are lots of competitors in one of our services, but 
less in our other service. Right now the understanding 
about the competition and market situation is quite 
narrow. Regarding the new strategy, the relations with 
customers and competitors are inadequate. We have 
just a few volume customers and we don’t know our 
competitors well enough. 

5 2 5 Understanding and knowledge of the 
markets, competitors, price levels and 
business logic clearly need to be im-
proved. 
 

Environ-
mental 
Capital 

Educational 
institutions, 
Research cen-
ters 

We have not understood enough to raise our profile as 
a specialist.  

4 2 5 Education and training specially in 
quenching need to be increased. The 
company could be profiled as a specialist 
or an authority. The business could be 
profiled as a specialist service. 
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Intellectual capital  

Case 4, phase 2 

Categories Description Impor-
tance 

Current  
level 

Target Development needs 

IC HC Individual 
Capital 

Work ability, Com-
petences, Respon-
sibility attitude, 
Learning motiva-
tion  

Team capabilities, visualizing competence, personal mas-
tery, language skills, basic skills of business economics, 
logical reasoning, social competences and self-education 
are important. Current competences cover the given com-
petence areas, but with sales growth comes the need for 
broader competences. Core competences are concentrated 
too much in some people, and should be shared. Otherwise 
some personal knowledge should be transformed into or-
ganizational structures and organizational capital e.g. doc-
umentation in software production transforms personal 
knowledge into organizational capital. Development discus-
sions are in use and they provide important knowledge.  

5 4 5 Everyone ought to develop skills 
needed in his/her responsibility 
area, e.g. ICT center courses. Man-
agement skills e.g. strategic man-
agement. Sales competences.   
 

Social  
Capital 

Intra-social net-
work, Inter-social 
network 

A new shareholder has now joined the company and is 
carrying a part of the management responsibilities. Some 
important external customer relationships have now been 
polarized in some people. Personal relationships with main 
partners are good, but not all possibilities have been inves-
tigated. Internal relationships between the employees are 
important to build communality i.e. “we spirit.” It is now 
quite good. Dependency on some suppliers is very strong. 

5 4 5 Important personal relationships 
need to be shared with some oth-
ers and the organization. More 
depth is needed in customer rela-
tionships. Communality needs to 
be strengthened by more responsi-
bilities, targets, monitoring and 
rewarding.  

OC Strategy  
Capital 

Owner strategy, 
Business strategy, 
Business model, 
Strategic decisions 

Mission and vision are not so important now. Strategy work 
has started and staying on track is important. Board work is 
under development. We have achieved trust and reputation 
among the customers. We have a strong position in cus-
tomers’ business core.  

5 4 5 Strategy implementation and get-
ting strategy work on-going. Strat-
egy work ought to be a continuous 
process not mere one-time project. 
Board work needs to be further 
improved. 

Capability 
Capital 

Identification of 
customer needs, 
Technological ca-
pability, Software 
development, Stra-
tegic management  

Software development is at a good level, but better produc-
tizing is needed to meet business targets. Customer needs 
are well identified, but should be converted much better 
into business. 

5 4 5 Strategic management capabilities 
and competences for business 
scalability are needed. Technologi-
cal development is needed in soft-
ware production. Competences in 
sale and marketing need to be 
improved. 
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Infrastruc-
ture  
Capital 

SaaS (Software as a 
Service), ASP (Ap-
plication Service 
Provider), Code 
library, Manage-
ment system, Or-
ganization model, 
Brand 

Sale is mainly done as SaaS. Management system is under 
development at the moment. Organization structure is flat. 
The company brand is supported by a unique recognizable 
user interface. 
 

5 5 5 Marketing message for brand 
needs to be thought about. Mar-
keting person’s location or pres-
ence could be in capital area? 
Management system, management 
group working and board working 
need to be developed. 

Value  
Capital 

Reliability,  
Functionality 

Software is seen as important in work today. Software is a 
common tool in everyday work for very many people now-
adays. Customers use software and thus are able to act 
more efficiently. Our software creates common operating 
models and thus increases communality. Customers value 
our service capability and flexibility. We help customers in 
documentation, collective reporting and time saving.     

5 5 5 Communality features could be 
added for customers. New product 
offering needs to be sharpened for 
sales. We need to see more clearly 
what customers need.  
 

RC Business  
Capital 

Customer relation-
ships, Partner rela-
tionships 

Customer relationships are taken care of well and customer 
loyalty is good. Rules with the one main partner are not 
clear enough. We don’t know our competitors well enough.  

5 4 5 Partner relationships need to be 
developed. Competitors, partners 
and customers ought to be ana-
lyzed and classified into A, B and C 
groups. Contingency plans are 
needed from the main suppliers. 
Some customer relationships might 
be developed into partners. Addi-
tional and after-sale possibilities 
need to be analyzed.  

Environ-
mental 
Capital 

Associations, Fi-
nanciers,  
Management board 
member 

An external board member brings important relationships 
with important actors in ministries, associations, and finan-
ciers. 
 

4 4 5 No needs discovered.  
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Intellectual capital evaluation averages in case companies.   
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All cases

Phase 1 Case 1 Case 2 Case 3 Case 4 Average Case 1 Case 2 Case 3 Case 4 Average Case 1 Case 2 Case 3 Case 4 Average

Human Capital average 3,5 4 4 4,5 4,00 5 5 4,5 5 4,88 5 6 5 5 5,25

Individual Capital 3 4 4 5 4,00 5 5 4 6 5,00 5 6 5 6 5,50

Social Capital 4 4 4 4 4,00 5 5 5 4 4,75 5 6 5 4 5,00

Organizational Capital average 3,75 4,25 4 4 4,00 5,25 5,5 5,5 5,25 5,38 5 5,5 5,5 5 5,25

Strategy Capital 3 3 4 3 3,25 6 5 6 5 5,50 6 6 6 5 5,75

Capability Capital 5 5 4 4 4,50 6 6 5 5 5,50 5 6 5 5 5,25

Infrastructure Capital 3 5 3 4 3,75 4 5 5 5 4,75 4 5 5 4 4,50
Value Capital 4 4 5 5 4,50 5 6 6 6 5,75 5 5 6 6 5,50

Relational Capital average 4,5 3 3,70 4,5 3,93 5,5 4,5 5,0 5 5,01 5 4 4,7 5 4,68
Business Capital 5 3 4 5 4,25 6 5 5,25 6 5,56 6 5 5,25 6 5,56

Customer relationships 5 6 6

Partner relationships 4 6 6

Supplier relationships 5 6 6

Competitor relationships 2 3 3

Environmental Capital 4 3 3,40 4 3,60 5 4 4,8 4 4,45 4 3 4,2 4 3,80

Investor relationships 4 6 6

Media relationships 3 5 4

University and learning institute relationships 4 5 5

Political relationships 2 4 2

Other stakeholder relationships 4 4 4

Current level Target level Importance
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All cases

Phase 2 Case 1 Case 2 Case 3 Case 4 Average Case 1 Case 2 Case 3 Case 4 Average Case 1 Case 2 Case 3 Case 4 Average

Human Capital average 4,5 3 4 3,83 5 4 5 4,67 4,5 4 5 4,50

Individual Capital 4 4 4 4,00 5 5 5 5,00 5 6 5 5,33

Social Capital 5 2 4 3,67 5 3 5 4,33 4 2 5 3,67

Organizational Capital average 5,00 3,75 4,5 4,42 5,25 5,25 5 5,17 4,75 6 5 5,25

Strategy Capital 5 3 4 4,00 5 5 5 5,00 6 6 5 5,67

Capability Capital 5 3 4 4,00 5 5 5 5,00 6 6 5 5,67

Infrastructure Capital 5 4 5 4,67 5 5 5 5,00 2 6 5 4,33

Value Capital 5 5 5 5,00 6 6 5 5,67 5 6 5 5,33

Relational Capital average 5 2 4 3,67 5 5 5 5,00 5,5 4,5 4,5 4,83

Business Capital 5 2 4 3,67 5 5 5 5,00 6 5 5 5,33

Customer relationships

Partner relationships

Supplier relationships

Competitor relationships

Environmental Capital 5 2 4 3,67 5 5 5 5,00 5 4 4 4,33

Investor relationships

Media relationships

University and learning institute relationships

Political relationships

Other stakeholder relationships

Current level Target level Importance
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E-mail  

Ari Lammi____________________________________________________             

Subject: DISSERTATION 

Appendices: Case study questionnaire survey – figure 1.doc (305 kB) 
 Case study questionnaire survey – figure 2.doc (217 kB) 
 

HONORED PARTICIPANT 

 This questionnaire survey is a part of the Dissertation research of Ari Lammi: 
Integrating Strategic Management and Intellectual Capital Ontology 

 
 You have taken part in the research case study.  

Your answer to this questionnaire is very important. 
 

The aim of this survey is to evaluate the functionality, utility, effects and coming 
use of the created IC- model (Appendix: Figure 1) in strategic management (Ap-
pendix: Figure 2) and in decision making. 
 
Instructions 
Open the questionnaire by “clicking” the hyperlink below and answer the ques-
tions carefully. Answering takes about 15 minutes. Your answers will be handled 
confidentially. 
 
In need of help 
Contact Ari Lammi. Answering ought to be completed all at once and the answer 
sent during one session, because you cannot save the information you enter. So, 
please don’t close the web page before you have sent the answer. In using the 
hyperlinks in the text, please return to the main page by “clicking” the arrow 
button in the upper left corner. The completed questionnaire should be re-
turned as soon as possible, by Wednesday December 14th 2011 at latest, by 
”clicking” the ”send” button at the end of the questionnaire.  

 
http://www.prizz.fi/sivu.aspx?id=1183&taso=2 

 
I am very grateful for your answer, help and positive attitude regarding my re-
search! 
 
Yours truly, 

 
DI Ari Lammi 
Ari Lammi 
Business Director  
PL 18, 28101 Pori  
Pohjoisranta 11D, 2. krs, Pori 

http://www.prizz.fi/sivu.aspx?id=1183&taso=2
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HONORED PARTICIPANT  

Integrating Strategic Management and Intellectual Capital Ontology 
 
In the study, the created intellectual capital model (Figure 1) was utilized in strategy 
projects of case companies as part of a strategic management frame work (Figure 
2). The model was utilized as decision support in strategy creation (Case study 
phase 1) and strategic planning (Case study phase 2). Describe your experiences of 
the model (Figure 1) and its use by carefully answering the questions given below. 

Participant’s forename and surname*   
 

 
A) FUNCTIONALITY OF THE MODEL IN STRATEGIC MANAGEMENT  

1. Describe the functionality of the intellectual capital 
model (Figure 1) as decision support in strategy crea-
tion (Case phase 1) and in strategic planning (Case 
phase 2)*   

 

2. Evaluate the functionality of the model (Figure 1) in 
strategic decision making (based on question 1)*   5 Very well  

4 Good 

3 Fairly well  

2 To some extent 

1 Not at all 

0 I do not know 
 
 

 

B) UTILITY OF THE MODEL IN STRATEGIC MANAGEMENT  

3. Describe the utility of the model (Figure 1) as a deci-
sion support in strategic management*   

 

4. Evaluate the utility of the model (Figure 1) in strategic 
decision making (based on question 3)*   5 Very useful  

4 Useful 

3 Rather useful 

2 To some extent useful 

1 Not at all useful 

0 I do not know 
 



Appendix 10 

Questionnaire survey.  

 

iii 
 

5. Could you utilize the model (Figure 1) as 
a decision support in strategic management 
also in future? (You can choose more than 
one option)   

I have already utilized 
the model repeatedly 

I am going to utilize the 
model also in future 

I could utilize the model 
also in future 

I am not going to utilize 
the model in future 

I do not know 
 

Describe your selection in question 5 in 
more detail*   

 
 
 

C) EFFECTS OF THE MODEL IN STRATEGIC MANAGEMENT  

6. How has the intellectual capital model 
(Figure 1) as decision support affected your 
strategic thinking, and action plans and 
practical actions of the company?*   

 

7. What kinds of economic effects do you 
believe the usage of the model (Figure 1) as 
decision support causes in the long run?*   

Positive economic ef-
fects 

No economic effects 

Negative economic ef-
fects 

 

Describe your selection in question 7 in 
more detail*   

 
 
 

D) MODEL COMPARISON  

8. Describe how you have earlier taken  
intellectual capital into account in strategic 
management and decision making.*   

 

9. How can you take intellectual capital into 
account by utilizing the model in strategic 
management and decision making  by utiliz-
ing the model (Figure 1) compared to earlier 
(question 8)?*    
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E) GENERAL COMMENTS 

10. What kind of thoughts did the model (Figure 1) and 
usage of the model in strategic management evoke?* 

 

Send
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A) FUNCTIONALITY OF THE MODEL IN STRATEGIC MANAGEMENT 

1. Describe the functionality of the intellectual capital model (Figure 1) as decision 
support in strategy creation (Case phase 1) and in strategic planning (Case phase 
2)*   

Case company A 

”At the beginning, I felt that the model was quite unclear, but afterwards the 
model started to make sense. I think that there are too many sub-categories 
i.e. bullet points” 

”There are listed and classified the things that belong to a company’s invisi-
ble capital.” 

”The model functions in both cases as a framework, which helps to under-
stand strategy as a process with which different sectors are affected, and on 
the other hand how different sectors affect strategy.” 

”Often intangible capital, that I call Intellectual Capital, is forgotten or is in a 
secondary position in strategy creation and planning. With the help of the 
model, the position of intellectual capital clearly improves.” 

Case company B 

”At the beginning, I felt that the model was quite unclear, but afterwards the 
model started to make sense. I think that there are too many sub-categories 
i.e. bullet points” 

”The model is clear. It illustratively adds to the weight of intellectual capital.” 

”Actually everything begins from figure 1 (the model).” 

Case company C 

”It helps to perceive different sectors and in that way a holistic approach.” 

”The subject is a little bit unfamiliar. It works when competences, compa-
ny/personnel networks and contacts are evaluated.” 

Case company D 

”It worked well as a device to understand issues from the bigger perspec-
tive.” 

”Clear and functional.”  

”Constructive model gives a good framework for the discussions and broad-
ens perception of the whole from a strategic point of view.” 
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2. Evaluate the functionality of the model (Figure 1) in strategic decision making 
(based on question 1)*   

 

 
 
 

B) UTILITY OF THE MODEL IN STRATEGIC MANAGEMENT 

3. Describe utility of the model (Figure 1) as a decision support in strategic manage-
ment*   

 

Case company A 

”The model is very theoretical, but it reveals excellently e.g. company’s ex-
ternal network problems. Although I feel that I master English rather well, I 
have to admit that the model would be more transparent and “air” thoughts 
better in Finnish. Furthermore, all the sub-categories (i.e. handouts) were in 
English and this made it more difficult to follow.” 

”Like in section A: There are listed and classified the things that belong to 
company’s invisible capital.” 

”The model helps to understand and internalize strategy process more deep-
ly.” 

“It is very useful, because the forgetting process can’t happen and intellectu-
al capital is given its own value regarding strategic management. It needs to 
be remembered that a company can’t own this intellectual capital. Because 
of this, managing it in the right direction is emphasized.” 
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Case company B 

”The model is very theoretical, but it reveals excellently e.g. company’s ex-
ternal network problems. Although I feel that I master English rather well, I 
have to admit that the model would be more transparent and “air” thoughts 
better in Finnish. Furthermore, all the sub-categories (i.e. handouts) were in 
English and this made it more difficult to follow.” 

“The model demonstrates resource bases clearly and helps decision makers 
to understand the relationship the resources have to each other.” 

”Slavishly followed, it is a good metaphor for decision making.” 

Case company C 

”Useful, actually rather complex and requires opening and crystallizing.” 

”The benefit you get out of it is that it guides you to think of competences 
and relation networks from a new perspective.” 

Case company D 

”I would believe that the model is beneficial.” 

”As a theory model it gives a background for strategy creation. In strategic 
management, decision making requires management tools derived from the 
model.” 

”Clear” 

 

4. Evaluate the utility of the model (Figure 1) in strategic decision making (based on 
question 3)* 
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5. Could you utilize the model (Figure 1) as a decision support in strategic manage-
ment also in future? (You can choose more than one option)   
 

 
 
 
Describe your selection in question 5 in more detail*   

 
Case company A 

”Yes I could, but right now I feel that I am so action-oriented that the model 
feels pretty much scientific world-centred.” 

”The model is a good base, by means of which one can widen one’s own 
thinking, while it helps to give attention to different sectors.” 

”Repeatedly may be too strongly articulated, but twice. I made a follow up 
plan and personnel risk strategy partly based on this model. Regarding some 
other company, I have utilized the model in making export strategy namely 
by steering intellectual capital.” 

Case company B 

”Yes I could, but right now I feel that I am so action-oriented that the model 
feels pretty much scientific world-centred.” 

”Analytical approach helps in strategic management.” 

”The company’s current ownership base makes the situation right now diffi-
cult.”  
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Case company C 

”It is suitable as a framework. Depending on the company and its ”maturity” 
it needs to be applied on the right level, gives many possibilities.” 

”Good model for these kind of issues.” 

Case company D 

”At least now we have a model.” 

”Utilizing the model and its sub-categories requires illustrating those con-
tents in practice, and that way it can strengthen utilization of the model.” 

”For every Capital sub-categories, it could be thought lists and descriptions, 
and then maintain them regularly e.g. quarterly.” 

 

 

C) EFFECTS OF THE MODEL IN STRATEGIC MANAGEMENT 

6. How has the intellectual capital model (Figure 1) as decision support affected your 
strategic thinking, and action plans and practical actions of the company?*   

Case company A 

”Actually no way. Although I think that the sub-category Strategy Capital has 
shaped my thinking clearly towards being more goal-oriented.” 

”From the model can be seen and realize if company is in bad condition or is 
even missing some part of intellectual capital e.g. contacts with research in-
stitutes.” 

”It has been framework in strategy work when a strategy has been created 
for the company, and based on which, the management team work has been 
planned. 

”In this second case I have, due to the model, taken the utilization of intellec-
tual capital into account clearly more consciously and broadly than before.” 

Case company B 

”Actually no way. Although I think that the sub-category Strategy Capital has 
shaped my thinking clearly towards more goal-oriented.” 

“The model has extended and made my thinking more multifaceted in stra-
tegic management.” 

”I appreciate nowadays much more human capital, so the right model 
doesn’t only come automatically from above.” 
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Case company C 

”Expanded my insight, human capital point of view is good, it functions well 
also from company value growth perspective.” 

”By using the model, it is possible to evaluate competences, networks and 
what is needed more or to be developed.” 

Case company D 

”Things don’t happen on their own, but those need really to get taken up. 
The model functions surely as a good basis for the practical work.” 

“Mostly taking intangible elements stronger into account in companies’ 
strategy creation opens possible new competitive advantages, which in other 
case might be left without attention.” 

”Clear” 

 

7. What kinds of economic effects do you believe the usage of the model (Figure 1) as 
decision support causes in the long run?*  
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Describe your selection in question 7 in more detail*   

Case company A 

”Hard to see how the model could bring economic effects.” 

”The model has cleared up company strategy, improved management team 
readiness and served as basis for management team work planning.” 

”Strategy in which has been taken into account, and has been prepared 
against the possible deviations, keeping intellectual capital delivers very sure-
ly positive economic effects for the company during a longer period of time.” 

Case company B 

”Hard to see how the model could bring economic effects.” 

“Boosting intellectual capital usage and using the strengths found in it brings 
quickly better results and motivates personnel.” 

”More the employees are motivated to use their heads and bring their con-
structive thoughts forth, so it surely turns through the strategy into benefit.” 

Case company C 

”When maturity and competences grow, it brings benefits.” 

”Company’s value is often in employees, in understanding business environ-
ment and in competences.” 

Case company D 

”I believe that with the help of the model it is possible to pay much more at-
tention to strategic management.” 

”Especially small- and medium-size enterprises are lacking strategic plans 
constructed through thoughtful consideration and discussion. Many compa-
nies have partly lost potential growth possibilities or even performed partly 
with bad profitability.”   

”Strategy crystallizing increases productivity and through that economy.” 

 

D) MODEL COMPARISON 

8. Describe how you have earlier taken intellectual capital into account in strategic 
management and decision making.*   

Case company A 

”The hard way - the issue has been studied in everyday life, earlier I have not 
taken it into account enough.” 
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”As an one mass.” 

”To some extent intuitively.” 

”In personal risk mapping, in other words what happens if a person leaves 
the company.” 

Case company B 

”The hard way - the issue has been studied in everyday life, earlier I have not 
taken it into account enough.” 

”With too little emphasis.” 

”I have performed more stubbornly.” 

Case company C 

”Not very well at all.” 

”Personnel competences have been assessed – not the whole.” 

Case company D 

“I have not earlier been involved in management/decision making.” 

”In strategy implementation, there have been mostly analyzed company’s 
competence resources as internal competitive advantage, but the other in-
tellectual capital has been left with only occasional attention.” 

”Only by being aware of things, in practice the strategy has not been written 
on paper.”  

 

9. How can you take intellectual capital into account by utilizing the model (Figure 1) 
in strategic management and decision making compared to earlier (question 8)?*   

Case company A 

”The model helps to understand the fact that e.g. our company’s product is 
mainly something else than only welded steel. It is e.g. customer relation-
ships and deep understanding about the power relations between the cus-
tomers. In addition, understanding authority regulations in relation to our 
own products.” 

“Splitting things always helps.” 

”Through the model the things can be made more concrete.”  

“It will be more broadly and intentionally utilized.” 
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Case company B 

”The model helps to understand the fact that e.g. our company’s product is 
mainly something else than only welded steel. It is e.g. customer relation-
ships and deep understanding about the power relations between the cus-
tomers. In addition, understanding authority regulations in relation to our 
own products.” 

”In building strengths and motivation.” 

”The more open and multifaceted discussions are held taking into account all 
the things in the figure (model) from all parts, the better it is.” 

Case company C 

 ”To find new assets and grow them systematically.” 

 “By the model the whole will be assessed, not parts.” 

Case company D 

”It is hard to compare, because earlier it has not existed.” 

”With the help of the model in strategy creation, the framework functions as 
a reminder list that the intellectual capital parts come up better on the dis-
cussion agenda side by side with tangible resources.” 

”By using capital-groups and writing description text under them.” 

 

E) GENERAL COMMENTS 

10. What kind of thoughts did the model (Figure 1) and usage of the model in strategic 
management evoke?*   

Case company A 

”In places the terms in English made me exhausted. Maybe the crystallization 
of the vision is the most concrete example of waking up, meaning that the 
company must have clear understanding of where it wants to go e.g. in the 
three next years (i.e. where we want to be in 2013).” 

”At the beginning, a little bit difficult to internalize, but has been a good sup-
port in strategy work and activity planning.” 

”A very functioning and good model, if we just get also in small companies 
the owner to understand the role and nature of intellectual capital. Using the 
model supports long-term strategy creation and development.”  
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Case company B 

”In places the terms in English made me exhausted. Maybe the crystallization 
of the vision is the most concrete example of waking up, meaning that the 
company must have clear understanding of where it wants to go e.g. in the 
three next years (i.e. where we want to be in 2013).” 

”A very good approach.” 

”Mainly I compared it against the earlier ”no-strategy” time and it made me 
think of many things more openly.” 

Case company C 

”Positive, should be opened up more and simplified so that also small- and 
medium- sized enterprises (SME) can adopt and understand it.” 

”The beginning was a little bit clumsy, through one’s own learning the bene-
fits can be extracted.” 

Case company D 

”Strategic management involves lots of things and it really needs lot of famil-
iarizing with it. The model gave inspiration and more motivation.” 

”The model gave a picture and the shape to the context, in which abstract 
environment we are working, when trying to shape and create strategy for 
the company.” 

”Clear. The figure can also be understood without background knowledge.” 
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Intellectual Capital 

Case 1 
Development needs 
Phase 1 

Development needs 
Phase 2 

Planned activities in 
strategic plan 

IC HC Individual 
Capital 

Training: internal, professional and focused training. Re-
cruiting process: what personalities are needed? What 
values are needed? Rewarding system. 

Competences relating to production, Target market under-
standing, Production flexibility e.g. in the form compe-
tences are needed to do different tasks and manage dif-
ferent machines, Competences and willingness to compete 
on price to get market share for future profits. 

Production personnel 
cross-training 

Social  
Capital 

Motivating to share knowledge, team working, ”we-
spirit.” 

To get personal relationships in the new markets onto the 
same level as in penetrated markets. 

Development discus-
sions 

OC Strategy  
Capital 

Owner strategy needs to be made. Values are to be defined 
clearly. 

To achieve the strategic objectives, it is necessary to clari-
fy the vision and the strategy. The strategy should be 
taken into functional/operational strategies like sales 
strategy, production strategy. 

Business strategy 

Capability 
Capital 

Team working. Currently no needs, but likely after the sales figures rise. - 

Infrastruc-
ture  
Capital 

Information and knowledge sharing. No current development needs. Info-screens for infor-
mation sharing (com-
pleted) 

Value  
Capital 

Production technology and related competences should be 
less personal tied. Training to keep quality high and im-
prove it. 

Argumentation of the value to the customer, Additional 
sales. 

- 

RC Business  
Capital 

Better understanding of the customers. Customer proximi-
ty. What is valuable for them, how industry will change. 

No development needs. 
 

Market research 

Environ-
mental 
Capital 

Be in contact and take part and affect the work of commit-
tees and active players. Better presence in publications e.g. 
with customers and authorities.  

No development needs identified. 
 

Search for external 
board member 
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Intellectual capital  

Case 2 

Development needs 
Phase 1 

Development needs 
Phase 2 

Planned activities in 
strategic plan 

IC HC Individual 
Capital 

In order to develop more complex and differentiated prod-
ucts and services, the competence level should be in-
creased. This is needed for change and development. 

Production personnel need competence development e.g. 
in the areas of production drawings. New customer rela-
tionships require competence development, for example in 
customer relationship management. 

- 

Social  
Capital 

New management should build closer relationships with the 
employees. More visits to the factory, and also informal 
contacts from the new CEO. Attending informal sauna eve-
nings would be appreciated. Interaction between workers 
and management should be improved. Receiving, handling 
and feedback process of development proposals need to be 
enhanced. 

The social relationships of the employees could attract and 
be recommendations for potential new employees. 

- 

OC Strategy  
Capital 

The mission of the company needs to be analyzed and clari-
fied. Decisions about it should be stated. 

The company vision and strategic objectives should be 
clarified. Decisions are needed e.g. for direction, invest-
ments and resource allocation. 

Investment and 
resource decisions 

Capability 
Capital 

Reporting of information needs to be developed further. Commitment of the owners and the management should be 
cleared and assured. Sales need to be organized and im-
plemented. Sales and sales competences need to be de-
veloped.  

Sales person re-
cruitment 

Infrastruc-
ture  
Capital 

Quality assurance system needs to be developed, and au-
tomated.  
 

Specializing and improvement is needed inside the business 
model, which means e.g. longer value chains for the cus-
tomers 

- 

Value  
Capital 

Additional value components of the services should be 
increased. Customer proximity should be achieved and the 
results of the both parties should be increased.  

Delivery reliability and the quality of the information need 
to be further developed. 
 

- 

RC Business  
Capital 

Competitor relationships need to be developed, to under-
stand what is happening in the industry and where we are 
going. We should know our customers better and develop 
these relationships to be more useful for them. One possi-
bility is to take a bigger part of the customers’ value chain. 

Understanding and knowledge of the markets, competi-
tors, price levels and business logic clearly need to be 
improved. 
 

Market survey; Sales 
strategy 

Environ-
mental 
Capital 

Co-operation with educational institutions should be acti-
vated. 

 

Education and training specially in quenching need to be 
increased. The company could be profiled as a specialist or 
an authority. The business could be profiled as a specialist 
service. 

- 
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Intellectual capital  

Case 3 

Development needs 
Phase 1 

Development needs 
Phase 2 

Planned activities in 
strategic plan 

IC HC Individual 
Capital 

Development discussions are needed to get a more structured 
picture about the personnel’s competencies. Sales and competence 
development need to be organized. 

- Competence mapping; HR 
strategy, HR plan and train-
ing plan 

Social  
Capital 

Create an image of the company as a desirable employer to work for. 
Better utilization and management of the teacher network. 

- - 

OC Strategy  
Capital 

Strategy up-dating, documentation and communication. Learning 
to do on-going and “living strategy” work. 

- Management team work 
development 

Capability 
Capital 

Processes need to be defined and depicted (process chart). Sales 
competences and customer relationship management need to be 
developed. 

- Process management de-
velopment; R&D process 
development 

Infrastruc-
ture  
Capital 

Frame contracts and yearly contracts need to be taken into lan-
guage training. Teacher network utilization (to become our software 
users) and rewarding (bonus system for teachers). 

- Development of customer 
contracts 

Value  
Capital 

The older technology needs to be replaced. More interactive courses 
are needed. On-line language support that is always on reach (also 
mobile). 

- - 

RC Business  
Capital 

Where to invest, how and with what resources? Partnership strate-
gy needs to be created: content providers, sales organizations and 
technology partners. Partner network analysis, prioritizing, system-
atic primary partner development and creation of complementary 
partnerships need to be done. International suppliers, technology 
strategy needs to be created. Let’s follow the situation. 

- Sales strategy and organiz-
ing; Partner network de-
velopment; Partner strate-
gy 

Environ-
mental 
Capital 
 
 
 
 

Growth financing, direction: internationalizing. Need to investigate 
and create relationships to be ready for the coming needs. Personal 
relationships are to be created with some regular journalists. The 
opportunities offered by social media will be monitored and strategy 
will be considered. No comments. Let’s create relationships with the 
Ministry of Education and Culture, and with the educational regime. 
Let’s keep the current level of the relationships. 

- Growth financing planning 
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Intellectual capital  

Case 4 

Development needs 
Phase 1 

Development needs 
Phase 2 

Planned activities in 
strategic plan 

IC HC Individual 
Capital 

In recruiting new competences are needed and smart per-
sons are needed. Continuous training for management and 
all the personnel. Lots of crucial knowledge has been accu-
mulated into CEO and it needs to be shared with others. 
Replacement person system needs to be developed and 
software production could be done in pairs. Management, 
business and sales skills need to be developed. Personnel 
should be encouraged to self-development. 

Everyone ought to develop skills needed in his/her respon-
sibility area, e.g. ICT center courses. Management skills e.g. 
strategic management. Sales competences.   
 

- 

Social  
Capital 

Prospective customer work and how it will be resourced 
needs to be developed. The CEO now starts the new cus-
tomer relationships, but someone else should take care of 
the rest. 

Important personal relationships need to be shared with 
some others and the organization. More depth is needed in 
customer relationships. Communality needs to be 
strengthened by more responsibilities, targets, monitoring 
and rewarding.  

- 

OC Strategy  
Capital 

Productizing and product decisions. Strategic manage-
ment, management teamwork and board work need to be 
developed. Strategy and management system are needed. 

Strategy implementation and getting strategy work on-
going. Strategy work ought to be a continuous process not 
mere one-time project. Board work needs to be further 
improved. 

Product portfolio defi-
nition and productiz-
ing 

Capability 
Capital 

Business competences, pricing, business logic, software 
platforms, specification process, business scalability, sales 
competences, marketing competence, information sharing 
and human resource management need to be developed. 

Strategic management capabilities and competences for 
business scalability are needed. Technological develop-
ment is needed in software production. Competences in 
sale and marketing need to be improved. 

Pricing and business 
logic for products; 
Decisions about future 
technologies 

Infrastruc-
ture  
Capital 

Information sharing system, HR system and resource plan-
ning system need to be developed. 

Marketing message for brand needs to be thought about. 
Marketing person’s location or presence could be in capital 
area? Management system, management group working 
and board working need to be developed. 

- 

Value  
Capital 

Risk management (data security) regarding confidential 
information still needs to be improved.  

Communality features could be added for customers. New 
product offering needs to be sharpened for sales. We need 
to see more clearly what customers need.  

Quality and security 
improvement 

RC Business  
Capital 

Risk management for one main supplier. Contract im-
provement and settlement concerning the rules are need-
ed in partnerships. Customer relationships need to be im-
proved and new private customers are needed. 

Partner relationships need to be developed. Competitors, 
partners and customers ought to be analyzed and classi-
fied into A, B and C groups. Contingency plans are needed 
from the main suppliers. Some customer relationships 
might be developed into partners. Additional and after-
sale possibilities need to be analyzed.  

Mapping and analyz-
ing strategic partner 
networks; Defining 
and ranking partner 
portfolio; Service con-
tract improvements 
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Environ-
mental 
Capital 

None. No needs discovered.  

 

- 
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Appendix 14 

Comparing the former IC models and the Strategic Intellectual Capital (SIC) model.  

 

i 
 

         Author IC main 
components 

IC sub- 
components 

Complementary  
sub-components or 

entities of the 
Strategic Intellectu-

al Capital model 
Saint-Onge  
(1996, p. 10) 
  

Human capital  Social capital 

Structural capital Strategy Value capital 

Systems 

Structure 

Culture 

Customer capital  Environmental capital 

Brooking  
(1996, p. 13) 

Market assets  Environmental capital 

Human-centred 
assets 

 Social capital 

Intellectual prop-
erty assets 

  

Infrastructure as-
sets 

  

Edvinsson and 
Malone  
(1997, p. 52) 

Human capital  Social capital 

Structural capital Customer capital Environmental capital 

Organizational capi-
tal 

Strategy capital 

Sveiby  
(1997, pp. 8 - 12) 

Individual compe-
tence 

 Social capital 

Internal structure  Value capital 

External structure  Environmental capital 

Roos et al.  
(1997, p. 57) 

Human capital Competence Social capital 

Attitude 

Intellectual agility 

Structural capital Relationships  

Organization Value capital 

Renewal and devel-
opment 

 

Bontis (1998); 
Meritum Project 
(2001, p. 8); 
Ricceri          
(2008, pp. 4 - 5) 

Human capital  Social capital 

Structural capital   

Relational capital   

Sullivan  
(2000, p. 18) 

Human capital  Social capital 

Intellectual assets  Relational capital 

Intellectual prop-
erty 

 

Marr and 
Schiuma (2001); 
Sudarsanam et al. 
(2006, p. 293) 

Stakeholder re-
sources 

Stakeholder rela-
tionships 

 

Human resources Social capital 

Structural re-
sources 

Physical infrastruc-
ture 

 

Virtual infrastructure Value capital 
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ii 
 

Lammi and 
Vanharanta 
(2001, p. 70) 

Human capital Biology Social capital 

Motivation 

Know-how 

Mental models 

Internal structure Organization Value capital 

Renewal and devel-
opment 

Strategy capital 

External structure 
 

Politics and regula-
tion 

Other stakeholders 

Investors 

Suppliers 

Partners 

Competitors 

Customers 

Publicity and envi-
ronment 

Intellectus model 
2002 
(Bueno et al. 
2004, p. 568) 
 

Human capital  Social capital 

Structural capital 
 

Organizational capi-
tal 

Value capital 
Strategy capital 

Technological capital  

Relational capital Business capital  

Social capital  

KMCI-McElroy 
2001 (McElroy 
2001, p. 5;   
Bueno et al. 2004, 
p. 561) 

Human capital   

Structural Capital  Strategy capital 
Value capital 

Social capital Intra-social capital  

Inter-social capital  

Social innovation 
capital 

 

Plexus 2001 
model 
(Litschka et al. 
2006, pp. 163 - 
164) 
 
 

Human assets Knowledge Social capital 

Abilities and skills 

Workability 

Motivation 

Job satisfaction 

Commitment 

Organizational 
assets 

Policy and mission Value capital 

Structure 

Strategy 

Processes 

Culture 

Codified assets Intellectual property 
rights 

Relational capital 

Other codified assets  
(cf. Litschka et al. 
2006, p. 163) 

Roos et al.  
(2005, pp. 73 - 
77) 

Human resources 
 

Competence Social capital 
 
 
 

Attitude 

Intellectual agility 
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iii 
 

Organizational  
resources  

Externally oriented Financial intangibles 

Internally oriented 

Relational re-
sources 

Directly business 
oriented 

 

Indirectly business 
oriented 

 

Swart           
(2006, p. 154) 

Human capital   

Social capital  
(within the firm) 

 Social capital (intra-
social and inter-social 
capital) 

Structural capital  Strategy capital 

Organizational  
capital 

 Value capital 

Client capital   

Network capital   

Löwendahl  
(2007, p. 87) 

Competence  Individual  

Collective Strategy capital 
Value capital 

Relational re-
sources 

Individual  

Collective  

 




