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ABSTRACT

This study investigates how intellectual capital influences the performance of
financial institutions in Balkh province, Afghanistan, emphasizing its role as a
core intangible asset that drives value creation in modern organizations.
Intellectual capital, based on the model of Caba and Sierra (2001), is examined
through its three key components human capital, structural capital, and
relational capital. Data were collected from 120 licensed money exchangers
and private commercial banks in Mazar-e-Sharif using a structured
questionnaire measured on a five-point Likert scale, and the analysis was
conducted using descriptive statistics and optimal scaling regression in SPSS.
The results indicate that intellectual capital substantially contributes to
institutional performance, with an R? value of 0.63, demonstrating that the
examined variables account for 63% of performance variance. Within human
capital, five indicators show significant influence, highlighting the importance
of employee creativity, professional competencies, training, dynamism, and
overall operational capability. In structural capital, two indicators
organizational research and development capacity and operational efficiency
emerge as meaningful contributors to performance. Relational capital also
proves relevant, with communication quality with customers and suppliers
showing significant positive effects. Overall, the findings confirm that human,
structural, and relational capital collectively shape the performance of financial
institutions in Balkh, with human capital exerting the strongest influence.
These results underscore the need for financial institutions in Afghanistan to
prioritize the development, management, and continuous enhancement of
intangible assets to improve competitiveness, service delivery, and long-term
organizational sustainability.
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Introduction

The emergence of the knowledge-based economy
has raised the level of concern for intellectual capital
(IC) as a key driver of organizational
competitiveness and sustainable performance
around the world. As globalization, technological
development and market liberalization shape new
economic  systems, organizations, particularly
financial institutions, must increasingly draw on
knowledge resources, innovation capability and
human expertise as ways of maintaining competitive
advantage.

Prior research emphasizes the fact that intangible
resources, especially IC, now constitute a significant
portion of corporate value, and they are frequently

more important than physical or financial resources
in determining organizational success (Pew Tong et
al.,2007; Seetha Raman et al.,2002). This change has
spurred an increased focus on research interest in
conceptualizing, measuring, and implementing IC,
in various sectors, in order to improve organizational
effectiveness.

Historically, there are many phases in the evolution
of intellectual capital research, which starts from the
initial focus on human skills and organizational
learning, and gradually moves to the structured
models of classifying IC into human, structural, and
relational elements of IC. Earlier reviews have
documented the role of IC in organizational
development; however, many of them focused on
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the developed economies and large corporations,
leaving a large gap in research to understand how I1C
operates in emerging or low-income financial
systems. Limited studies have been conducted on IC
in  Afghanistan where the financial sector
comprising the banks, money service providers as
well as "Sarafi" institutions have been undergoing a
major transformation in the recent years. Despite
this growth, organizations in Afghanistan still pay
insufficient attention to identify, measure and
leverage IC which contributes to persistent
inefficiencies and weak performance across many
institutions.

Given this gap, the present study discusses the effect
of intellectual capital on the performance of
financial institutions in Balkh province with a
specific focus on the role of human capital,
structural capital, and relational capital. The study
spans the literature from 2000 to 2024, and it
captures classical and contemporary thinking about
IC measurement and contribution to organizational
outcomes. By combining the results of international
research and putting the contextual realities of the
Afghan financial sector, this review aims to explain
the mechanisms by which IC contributes to
efficiency, profitability, and long-term
sustainability. In addition, this study also brings the
issue of widening the gap between market value and
book value in many organizations, which is usually
attributed to the intangible assets that are not
reflected in the financial statements, which may also
underline the relevance of IC in the modern
economic environment.

Understanding and quantifying IC is of high
importance to managers, policymakers and
practitioners in Afghanistan where human expertise,
organizational systems and customer relationships
are underutilized sources of competitive advantage.
Recognizing the indicators of IC and evaluating its
impact on the performance of organizations can help
financial  institutions  enhance  development
strategies, boost their productivity, and improve
their service delivery. By exploring the relationship
between IC components and financial performance,
this study helps to fill the gap in the empirical studies
in the field of financial research in Afghanistan
while providing insights for actionable decisions for
institutions  seeking  sustainable  competitive
advantage.

This research was carried out in Mazar-e Sharif,
Balkh Province, in Afghanistan from the time period
2023-2024.

Literature Review

intangible  asset  which  determines  the
competitiveness of organizations, their innovation
capabilities and long-term performance in modern
knowledge-based economies. Scholars generally
agree that IC comprises three interlinked
components, namely, human capital, structural
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capital and relational capital, and that all three
contribute in various ways to the creation of value
by their knowledge, systems and external
relationships. Empirical researches in widely
different economic contexts, such as Malaysia,
Singapore, Japan, Taiwan, India, Iran, Luxembourg
and Belgium, have shown that enterprises which
possess stronger 1C have higher profitability, higher
productivity, better market value and more
sustainable competitive advantages. These studies
usually are based on standardized measurement
frameworks of which the VAIC (Value Added
Intellectual Coefficient) model presented by Pulic
(2000) is the most widely used. VAIC is a measure
of IC performance in terms of three indicators
Human Capital Efficiency (HCE) which measures
the value created by the knowledge and skills of
employees; Structural Capital Efficiency (SCE)
which is a measure of the contribution of
organizational systems, processes and internal
structures; and Capital Employed Efficiency (CEE)
which is a measure of the efficiency with which
financial and physical capital are used in value
creation. This model is a useful tool for relating
intangible resources to financial outcomes, and has
been widely used in banking, insurance,
telecommunications and corporate industries.
Despite the solid international evidence of the
strategic role of IC, the Afghan context is still very
much under-researched. EXxisting studies in
Afghanistan are more of general functions of
financial institutions without formally defining IC
and assess the impact of IC in organizational
performance. This absence of localized empirical
research results in a gap in the understanding of the
operations of human, structural and relational capital
in the financial institutions in Afghanistan,
particularly at the provincial level where
institutional capacity and resource availability vary
greatly. Addressing this gap, the present study
adopts the model of Caba and Sierra (2001) whose
simplicity and applicability is recognized and, in this
study, IC is analyzed through measurable indicators
and its impact on the performance of financial
institutions in Balkh province is analyzed. This
approach not only allows to extend the global
literature on IC to a new geographical context but
also to share practical insights for managers and
policymakers who will be trying to strengthen
institutional efficiency in the developing financial
sector in Afghanistan.

Methodology

This study had applied and analytical research
design and aimed to investigate the impact of the
intellectual capital on the performance of financial
institutions in Balkh province. The target population
were all the financial entities working in Mazar-e
Sharif, including commercial banks, financial
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institutions and licensed money exchange dealers. A
systematic random sampling procedure was
followed to insure representativeness. Based on the
rule of thumb method for regression analysis (5-15
observations per predictor), a total of 120 valid
responses were obtained and obtained in the dataset.
The instrument for data collection was a structured
questionnaire which was developed based on the
model of Caba and Sierra (2001) which measures
three components of intellectual capital (human
capital, structural capital, and relational capital) and
institutional performance. To assess these indicators
a five-point Likert scale was used. A pilot test was
performed to assure the adequacy of instruments
used and Reliability were checked by using
Cronbach's Alpha (a=0.62) which was found to be
acceptable for exploratory research.

Both descriptive and inferential statistical methods
were used. Given that the independent variables
were ordinal in nature, Optimal Scaling Regression,
a powerful technique that can be used with mixed
levels of measurement and categorical predictors
was employed in this study. Prior literature that
describes the method (Young, de Leeuw & Takane,
1976) was used as the theoretical reference for the

procedure. The dependent variable organizational
performance was coded from 1 (lowest achievement
of institutional goals) to 5 (highest achievement). A
total of 120 observations were used in the regression
analysis.
The statistical model, which was used in this study,
was specified as:

Y =Bo+ B1Xy + BXo + B3X3 + ¢
where X, X,, and Xsrepresent human, structural and
relational capital respectively, and Ydenotes
institutional  performance. No environmental,
chemical or operational hazards were associated
with the conduct of this research.

Result

The result of analysis shows that all components of
intellectual capital have shown to have a strong
descriptive value, with mean values greater than 4 in
human, structural and relationship capital indicators
with generally positive view of internal capabilities
and external relationships among financial
institutions in Balkh province.

Table 1. Descriptive Statistics of IC Indicators

Human Capital 10
Structural Capital 10
Relational Capital 4

431 0.70
431 0.72
431 0.65

Source: Research Findings

The reliability assessment of the measurement
instrument indicates that the internal consistency

level is acceptable to conduct exploratory research.
Cronbach's alpha is 0.YA.

Table 2. Table of Cronbach's alpha test
Reliability Statistics

Cronbach's Alpha
YAO

N of Items
24

Source: Research findings

In order to investigate the effect of intellectual
capital on institutional performance, an optimal
scaling regression model was estimated. The model
shows that the multiple correlation is 0.795 and R2
is 0.632, which means that about 63% of the

variation of the institutional performance is
accounted for by the combined effects of human,
structural and relational capital.

Table 3. Model Summary (R Square)
Model Summary

Multiple R R Square
.795 632

Adjusted R Square

Apparent Prediction Error
374 .368

Source: Research findings

The statistical significance of the regression model
is further confirmed using the analysis of variance

(F=2.449, p<0.001), showing that the set of
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predictors as a whole is a meaningful explanation for
the differences in performance between institutions.
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Table 4. ANOVA Table

ANOVA
Sum of Squares df Mean Square F Sig.
Regression 75.786 49 1.547 2.449 .000
Residual 44.214 70 .632
Total 120.000 119

Source: Research findings

Analysis of standardized beta coefficients indicates
that a number of human capital factors such as
creativity of employees, employee dynamics,
manpower changes, training and competencies, and
previous experience have significant positive impact
on performance. Within the structural capital, the
existing organizational culture and the efficiency of

communication with customers and suppliers as well
as the development of the institution's research and
development network are demonstrated to possess
significant and statistically significant effects. First
of all, the R&D network displays the highest beta
value, which implies a dominant role in affecting the
institutional performance.

its operation come to be relevant as important
predictors, while in the case of the relational capital,

Table 5. Standardized Beta Coefficients
Coefficients
Standardized Coefficients
Bootstrap

Beta (1000) Estimate s F Sig.
of Std. Error
employee’s creativity 199 .308 3 417 .007
employee dynamics .545 .266 2 4.200 .019
hiring new employees -.468 408 4 1.315 273
dismissal of gmployees and the change 483 449 2 1.160 032
in manpower
reward and service compensation system -.265 374 2 .504 .606
effects of employee's job competencies
and training before taking job and during 233 .301 3 .600 .006
service
effect of age and individual variables of 51 332 3 570 637
the employees
effect of per caplt_a cost of each a1 957 1 2 562 114
employee and their added value
effect of group actl_vltles and the ability 029 265 1 012 912
to work in a group
eff_ect_of previous experience of 430 308 1 1.949 017
individuals and employees
organizational culture .205 .263 3 .612 .006
clear relationship and authority of 343 353 1 945 334
employees
credibility of the organization's control 143 375 1 145 204
system
the creation _an(_j use of mfo_rmgtlon 314 451 5 485 618
network within the organization
creation and use of org_anlz_atlonal -313 340 3 849 479
information repositories
level of quality of the services .299 .301 1 .986 .324
operational efficiency of the organization .695 334 2 4.339 .017
mutual support and cooperation between 102 266 3 146 932
employees
ability of.employe_es to access 071 934 3 092 964
information
the process of knowledge sharing among _305 a8 1 1714 195
employees
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401 3 4.871 .004
372 1 .842 .362
.284 2 2.153 124
351 1 941 .003

Source: Research findings

research and development network B
the knowledge about customers -.341
strategic agreements and relationships 416
communicating with customers and 341
suppliers '
Discussion

The findings of this study clearly demonstrate that
intellectual capital is a major determinant of
performance in financial institutions in Balkh
province. Consistent with global literature, human
capital emerged as the strongest component,
confirming the arguments of Bontis (1998) and Tan
et al. (2007) that creativity, skills, experience and
employee dynamics directly enhance organizational
outcomes. The significance of indicators such as
creativity, training and previous experience
highlights the need for continuous development of
human resources in financial institutions.

Structural capital also showed a meaningful impact,
especially through organizational culture and
operational efficiency. Similar to the results reported
by Pulic (2000), and Mavridis (2004), this study
indicates that strong internal systems, clear
processes and supportive organizational culture
create an environment where employees can use
their competencies effectively. Improved efficiency
and better access to information contribute to faster
service delivery and higher customer satisfaction.
Relational capital was another influential factor,
particularly communication with customers and the
development of research and development networks.
This reinforces the views of Stewart (1997) and
Sveiby (1997), who emphasize the strategic role of
external relationships in organizational success. In
Afghanistan’s financial sector where trust-based
transactions are common strong  customer
relationships are essential for institutional stability.
The regression model showing that intellectual
capital explains 63% of performance is comparable
to findings in Indian and Iranian financial
institutions (Mondal & Ghosh,2012; Alipour &
Hejazi,2016). This indicates that intellectual capital
is not only conceptually important but empirically
significant across different financial systems.
Overall, the results confirm that human, structural
and relational capital operate together to enhance
organizational performance. Human capital fuels
innovation,  structural capital provides the
operational backbone and relational capital
strengthens customer and stakeholder engagement.
Improving these components can substantially
enhance the competitiveness and sustainability of
financial institutions in Afghanistan.

Conclusion

The findings of this study demonstrate that
intellectual capital plays a crucial role in the
performance of financial institutions in Balkh
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province. Human, structural and relational capital all
have significant relationships with performance, and
together they explain a large proportion of the
variance in institutional outcomes.

Human capital is particularly important. Employee
creativity, dynamics, competencies, training and
previous experience are strongly linked to
institutional performance. This highlights the need
for continuous investment in human resource
development, including training programs, skill
enhancement and the creation of an organizational
environment that supports innovation and learning.
Structural capital, especially organizational culture
and operational efficiency, also contributes
significantly to performance. Financial institutions
that establish clear processes, effective control
systems, strong information networks and a
cooperative culture are better positioned to use their
human capital effectively and deliver high-quality
services.

Relational capital is essential in the context of
Afghanistan’s financial sector, which is largely
trust-based. The development of research and
development networks and strong communication
with customers and suppliers are key factors that
connect internal capabilities with external
stakeholders and markets. Institutions that maintain
close relationships with customers, understand their
needs and engage in strategic cooperation with
partners are more likely to sustain and improve their
performance.

In summary, intellectual capital is not only an
important part of organizational capital but also a
source of sustainable competitive advantage for
financial institutions. Managers and policymakers in
the Afghan financial sector should therefore give
priority to strategies that enhance human, structural
and relational capital in order to improve
performance and support long-term financial sector
development.
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