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Intellectual capital has an important role in this knowledge based 
economy era. The purpose of this study is to examine the mediating 
effect of financial performance on the relationship between 
intellectual capital and market share in the listed Companies in the 
Tehran Stock Exchange in this study to assess the intellectual 
capital, the rate of value-added intellectual capital that developed 
by Pulic (1998) is used. The sample included 99 companies listed in 
the Tehran Stock Exchange, for a period of five years from 2011 to 
2015. The research findings show a significant positive relationship 
between intellectual capital and market share. Also the results show 
that there is no mediating effect of financial performance in the 
relationship between intellectual capital and market share. 
 
Keywords: the Effect of Mediation, Intellectual Capital, Market 
Share, Financial Performance 

1. INTRODUCTION 
 

In the past, visible assets were considered as 
elements for creating value for organizations. 
Meanwhile, in today's modern knowledge-based 
economies, the main source of value creation has 
changed from the tangible and obvious factors of 
production into intangible resources (Inkinen, 2015). 
Consequently, in the present era, companies and 
organizations obtain significant amounts of their 
benefits from elements of intellectual capital, 
including the quality of relationships, structures and 
human capital (Segelod, 1998). As the company's 
performance is based on knowledge elements, it is 
essential for organizations to gain an adequate 
knowledge of the creation, management, and 
measurement of intellectual capital (Kianto, 2014). 

As we said, intellectual capital is considered an 
intangible asset of an organization. It includes 
technology, customer information, brand and 
reputation, which plays an important role as an 
element to create competitive advantage for 
organizations. Nilsson et al (Mavridis, 2004) state 
that human capital actually represents the stock of 
an organization. The purpose of the stock is, in fact, 
to have skilled staff and an acceptable management 
knowledge that helps the organization to better and 
more efficiently performance of management. In 
fact, the use of prominent and creative employees is 
one of the tasks of the today's company to increase 
the value of its market share (Firer & William, 2003). 
On the other hand, the company's relationship with 
its customers is very important. The significance of 
this issue is such that, if these relationships are well-
formed and expanded, it can be a factor in the 
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growth of the organization, which would create 
value for the organization. Creating value in an 
organization will also increase the market share and 
its stock value (Yazdanifard, 2011). 

The existence of intellectual capital in 
companies and its impact on the creation of value 
and rise in market share and improving corporate 
financial performance have been examined. Several 
methods have been proposed to identify intellectual 
capital ((Edvinsson, 1997; Kaplan & Norton, 1996; 
Roos et al, 1997; Steward, 1991; Sveiby, 1997). Most 
researches in this field have used the model of value 
added intellectual capital coefficient (VAIC) 
proposed by Pulic (1998) and pulic (2004) to 
measure this variable (Chen et al., 2005; Joshi et al, 
2013; Mondal & Ghosh, 2012; Yalama, 2013). Firer 
and Williams (2003) argue that the value added 
factor of intellectual capital is considered as an 
effective model for measuring this variable and is an 
appropriate model for comparison between 
companies. 

With this argument we expect the intellectual 
capital as an intangible asset has effect on the 
performance of companies. Also according to the 
human resource theory, intellectual capital is a 
fundamental factor in improving of market shares in 
long term. But we believe the effect of intellectual 
capital on the market share is by performance. On 
the other hand performance of company has a 
mediating effect on the relationship between 
intellectual capital and market share. But the review 
of literature didn't show any similar research about 
this subject. Hence, the most important contribution 
of this study is to develop the research literature by 
incorporating, first the relationship between 
intellectual capital and market share, also second 
the mediating effect of financial performance on the 
relationship between intellectual capital and market 
share. The importance of this study is to help 
investors choose companies with a higher 
intellectual capital. The priority of this research is 
not being similar researches (scientific priority) and 
study the role of intellectual capital on the 
performance and market share (economic priority). 
By considering to the importance of intellectual 
capital and intangible assets in the current era and 
its impact on the performance of organizations and 
their market share, the present study examines the 
mediating effect of financial performance on the 
relationship between intellectual capital and market 
share.  

The rest structure of this paper is organized as 
follows: second section is explained the literature 
review, in the third section referring to methods and 
hypotheses of study, research models and 
measurement of variables, and fourth section refers 
to test of hypotheses and the fifth and last section 
concludes the paper. 

 

2. LITERATURE REVIEW 
 
2.1. Conceptualizing intellectual capital 
 
In today's knowledge-based era, with sudden 
changes in it, the proper management of intangible 
resources in organizations is an important factor in 
achieving success. Hence, managers of organizations 
should identify and apply concepts that contribute 
to the better performance of intellectual capital in 

their organizations. In the various definitions of 
intellectual capital presented by various scholars 
(Stewart, 1997; Bontis, 2002), there are three 
fundamental factors: value creation, value 
extraction, and maximization of value. Hence, we 
can conclude that intellectual capital is essential for 
creating competitive advantage for organizations. 
Correct management of the intellectual capital can 
make this phrase to be real: "people are the most 
important assets" (Senyucel, 2009). 

On the other hand in the concept of business, 
capital is considered to be an asset, thereby creating 
a future cash flow for the company. When it comes 
to capital, tangible assets such as physical and 
financial assets are the first to come to mind that 
they can be found on the financial statements of the 
companies (Todericiu & Serban, 2015). 

Edvinson and Malone believe that Intellectual 
capital is a combination of factors such as having 
the knowledge, experience of the company and its 
use, the technology in the organization, the proper 
relationship between the customer and suppliers. It 
is also an important factor in creating competitive 
advantage for companies in the marketplace (Zarei 
et al, 2015). 

 

2.2. Structure of intellectual capital 

According to extensive research on intellectual 
capital, there is a collective agreement among 
researchers that divides intellectual capital into 
three parts of human capital, structural capital, and 
relational capital. 

Human Capital: Includes knowledge and 
competencies that are present in the company's 
staff. 

Human capital and relational capital can not be 
owned. That is, these capitals must necessarily be 
shared with the employees, suppliers, partners and 
customers of the company, and their growth 
depends on the environment we provide. The 
environment and conditions that are in line with a 
rich and stable organizational culture as well as a 
high nurturing capability can provide a context for 
an uninterrupted growth. 

Organizational capital (structural): "The 
collective know how, beyond the capabilities of 
individual employees". For example, we can name 
the information system, processes and policies of 
the organization and intellectual property (Sullivan, 
2000). The knowledge economy provides the 
conditions for organizations and corporations 
through which they can replace their physical assets 
at a low cost. 

Relational capital: refers to a set of business 
relationships with suppliers, customers, partners, 
and vendors (Todericiu & Serban, 2015). 

 

2.3. Financial performance 

Business performance measures the factors that are 
related to the market. These factors include such as 
market share, growth, product development, and 
variety. "It is a mixture of growth in existing 
business and future positioning in terms of new 
product development and diversification". 
Organizational effectiveness is an important factor 
that focuses on stakeholders, quality and social 
responsibility. Financial performance is the central 
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element and core of this organizational effectiveness 
and also an essential factor for defining and 
explaining the overall effectiveness of organizations 
(Bacidore et al,1997). 

Appropriate and acceptable financial 
performance for organizations is crucial because 
these good practices lead to their continued 
presence in the market and also as a viable 
investment. Sofyan (2006) believes that the 
profitability of companies is Their ability in using 
their resources. These resources can be the 
company's sales, the number of employees, cash and 
capital. In this study, Return on Assets (ROE) is used 
to measure corporate financial performance 
(Nuryaman, 2015). 

 

2.4. Relationship between intellectual capital and 
financial performance 
 
Intellectual capital has a significant impact on the 
performance of organizations. In firms and 
organizations with a reasonable human capital with 
a high level of competence and commitment, there is 
an increase in creativity and effectiveness. As a 
result of this high effectiveness, it will generate 
profits for the company. Structural capital of 
organizations can help organizations to meet market 
demand and achieve its goal by using the 
capabilities of the system, organizational structure, 
strategy and culture of the organization. The 
existence of an appropriate capital structure would 
help the organization achieve one of its fundamental 
goals of being profitable (Nuryaman, 2015).In last 25 
years, there has been a lot of research and study on 
intellectual capital and its impact on the financial 
performance of companies and organizations. The 
review of the research literature shows numerous 
studies on the relationship between intellectual 
capital and financial performance.Wen-Min Lu et al. 
(2014) surveyed intellectual capital and performance 
in Chinese life insurance industry. The regression 
analysis showed a significant positive association 
with firm operating efficiency. Ornek and Ayas 
(2015) researched The Relationship between 
Intellectual Capital, Innovative Work Behavior and 
Business Performance Reflection. The results show 
that intellectual capital that is being transferred to 
the innovation can leads performance increases. 
Kalkan et al. (2014) conducted a study about the 
impacts of intellectual capital, innovation and 
organizational strategy on firm performance. The 
findings of the research show a positive 
relationships between intellectual capital, innovation 
and organizational strategy and firm performance. 
Abdollul and Sofian (2012) studied The Relationship 
between Intellectual Capital and Corporate 
Performance. the result of study confirms that all 
four IC components has a significant positive 
relationship with corporate performance of 
Malaysian PLCs. Gogan et al. (2015) researched The 
Effect of Intellectual Capital on Financial 
Performance of Banks Listed in Tehran Stock 
Exchange. The result of regression analysis showed 
that there was a positive and significant effect of 
structural capital and human capital efficiency on 
banks' financial performance 

Intellectual capital is recognized as an essential 
intangible asset in the present age of knowledge 
economy and is also widely merged in technology. 

Intellectual capital is a valuable asset in order to 
stimulate innovation in organizations, increase 
creativity, create competitive advantage, create 
value, and improve the performance of 
organizations (Bontis, et al, (2000); Bounfour, (2003); 
Pek, (2005); Saudah, (2005); Hong et al, (2007); 
Tayles et al, (2007); Marr, (2008)). According to 
Brocking (Brooking, 1997) intellectual capital refers 
to a set of intangible assets that contribute to the 
success of the organization. 

 

2.5. Relationship between financial performance 
and market share 
 
One of the most important factors affecting the 
market share is the profitability variable, which is 
considered as a functional variable. Brozen (1971) 
and Demsetz (1973) emphasize the positive 
relationship between profitability and market share. 
One of the important reasons for the direct 
relationship between the market share and 
profitability is that firms with a bigger market share 
have the efficiency advantage. On the other hand, 
there are several reasons that explain why firms with 
a larger market share may be more efficient. It is 
necessary that in the relationship of profitability and 
market share to distinguish between the dynamic 
factors (which lead to better performance and thus 
higher market share) and static factors (which 
enhance the efficiency benefits when the market 
share is high). Dynamic performance benefits may 
derive from features such as the intensity of  R&D, 
management quality, and skilled workforce. R&D, for 
example, focuses on process technology, which may 
lead to cost-cutting techniques and allow firms to 
increase their market share by producing a certain 
amount of goods at a lower cost than competing 
firms. Another source of efficiency may be the firm's 
ability tolearn and train experimentally. So that 
some firms have more experience in producing 
certain types of products or have more ability in 
training (Malebra, 1992). 

If a firm has gained a higher market share and 
a size of firm in the industry increase, there are 
other reasons that why the efficiency advantage may 
be strengthened. One of these reasons is saving to 
scale that may occur in cost components such as 
capital, marketing, or research and development. 
These factors may either sustain or extend the 
benefits of the dynamic process. In the case of 
research and development, static factors may 
enhance dynamic factors. For example, a higher 
market share will generate more profit through 
innovation and an increase in the cost of research 
and development. Increasing the intensity of R & D 
may lead to more innovation and higher market 
share, which means there is a system of feedback 
between static and dynamic factors. The idea 
suggests that a positive relationship between 
concentration and profitability can be the result of 
competition that efficient firms have higher profits 
and get higher market share. Another point of view 
of theoretical relation of profitability and market 
share is that the higher profitability of some firms is 
related to their market power. This market power 
states that firms can set higher prices and earn 
higher profits at a certain cost level. Accordingly, if 
market power and market share have a positive 
relationship, this suggests that corporate profits are 
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associated with a larger market share. The dynamic 
and static factors mentioned above illustrate the 
complexity of the relationship between profitability 
and market share (Malebra, 1992). In addition to the 
views on the relationship between profitability and 
market share, Mancke (1974) states that all firms 
within the market have the same starting position 
and each firm re-invests its profits in commercial 
opportunities. Although each firm faces the same 
consequences of investing, but some firms are more 
lucrative in  innovating of reducing costs and New 
products, and these firms will grow faster and more 
profitable over time than other firms, and there will 
be a positive relationship between profitability and 
market share (Mancke, 1974). 

 

2.6. Relationship between intellectual capital and 
market share 
 
Intellectual capital as an intangible asset for 
organizations and corporations is an important 
element in increasing their market share. Relational 
capital as one of the three elements of intellectual 
capital (human capital, structural and relational) 
plays a significant role in increasing the share of the 
corporate market. According to Chen et al. (2004), 
relational capital (customer relationship) reflects the 
power of marketing, increasing market share, and 
customer loyalty. On the other hand, from the point 
of view of many scholars in the field of intellectual 
capital, innovation is considered as a pillar of human 
capital. In a study by Lee and Kim in (2013) on the 
relationship between innovation and market share, it 
was found that there is a positive relationship 
between these two variables. According to a study by 
Al-Zyadaat et al. (2012) on the relationship between 
innovation and market performance, it became clear 
that a strong correlation between the correlative 
marketing and the marketing performance. As we 
have seen in the research literature, there is a 
positive relationship between the intellectual capital 
elements and the corporate market share, each of 
them directly or indirectly increases the corporate 
market share and improves their performance. 
 

2.7. The mediating effect of financial performance 
on the relationship between intellectual capital and 
market share 
 
The term intellectual capital can be as a set of skills 
and knowledge in which the company can develop 
the process of producing goods and delivering its 
services (Adelman, 2010). Intellectual capital 
determines the value of an organization and is a 
factor to measure the value of an organization 
(Adelman, 2010). Intellectual capital refers to the 
ability of manager in using the organization 
resource, that employees are one of these resources. 
Human resources theory also refers to employee 
knowledge about their job and business process. So 
the focal point is "the “intangible” intellectual capital 
knowledge pertaining to employees, customers, 
vendors, owners, investors, competitors, and any 
other partner relationships which impact the 
successful sustainability of the organization" 
(Adelman, 2010). According to human resource 
perspective in creating value for organizations and 
the impact of intellectual capital on financial 
performance (Ozkan et al. 2016; Nuryaman, 2015) it 

is expected that financial performance playing a 
mediator role in the relationship between 
intellectual capital and market share. 

 

3. HYPOTHESIS AND METHODS 
 
According to the related researches and human 
resource theory we can create our hypotheses that 
are as follows: 
Hypothesis 1. Intellectual capital has a positive 
effect on the market share. 

Hypothesis 2. The firm's performance has a 
mediation effect on the relationship between 
intellectual capital and market share. 

 

3.1. Methods 
 
According to the purpose of research, the present 
study is an applied research. The research method is 
descriptive – correlation and used regression 
method for analysis of data and based on panel 
data. The collection of information in the literature 
section of the research, theoretical fundamentals 
and background of the research have been gathered 
by library method. The research financial data has 
been collected through the KODAL website, the 
information technology company of Tehran Stock 
Exchange and the Central Library of Tehran Stock 
Exchange. To measure the independent variable 
(intellectual capital), the Pulic model has been used. 
for Data collection, Excel software and for data 
analysis, Eviews 8 software used. The Chow and 
Hausman tests were also used to select the 
analytical method. 

 

3.2. Statistical population and research sample 
 
The statistical population of the study consisted of 
all companies listed to the Tehran Stock Exchange. 
In this research, a systematic method has been used 
to select a sample, so that first all companies were 
selected during the period from 2011 to 2015, then 
from among existing companies, companies that did 
not have any of the following conditions were 
excluded: 
 
1. Before the year 2011 are admitted to the 
exchange. 
2. Their information is available. 
3. It is not part of investment companies and 
financial intermediation. 
4. The shares of the companies have been traded 
between 2011 and 2015. 
5. Companies should not change their fiscal year. 
After applying the restrictions, 99 companies were 
surveyed for fiscal years 2011, 2012, 2013, 2014 and 
2015. 

 

3.3. Measurement of variables 

Dependent Variable 
 
This rate is derived by dividing the firm's sale to 
total sales in the industry. 
 

𝑀𝑎𝑘𝑒𝑡 𝑆ℎ𝑎𝑟𝑒 =
𝑆𝑎𝑙𝑒

𝛴𝑖𝑡
𝑁𝑡  𝑆𝑎𝑙𝑒
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𝑁𝑡 reperesents the companies active in the 

industry during the t and 𝑖𝑡 is the sales revenue of 
firm i at time t (Lee & Kim, 2013). 

 

Independent Variable 
 
In this research, for measuring intellectual capital, 
the value-added intellectual coefficient that 
proposed by Pulic(1998) has been used. VAIC is 
calculated as follows:  

 
VAIC = CEE + HCE + SCE 

 
CEE: Value Added efficiency of capital 

employed; HCE: efficiency of human capital in 
creating value; SCE: Value Added efficiency of 
structural capital: 

 

𝐶𝐸𝐸 =
𝑉𝐴

𝐶𝐸
 

 
CE (Capital Employed): the book value of total 

tangible assets: 
 

𝐻𝐶𝐸 =
𝑉𝐴

𝐻𝐶
 

 
HC (Human Capital): personnel costs 
 

𝑆𝐶𝐸 =
𝑆𝐶

𝑉𝐴
 

 
SC (Structural Capital): the difference between 

VA and HC 

Also Value Added is computed as follows: 
 

VA = OP + EC + D +A 
 
OP = Operating Profits; EC = Total Employee 

Expenses; and D = Depreciation and A = 
Amortization (Al-Musali & Ku Ismail, 2014). 

 
 

Mediator Variable 
 
There are several indicators to analyze financial 
performance that in this study we used the return 
on equity (ROE). "ROE represents returns on 
common stocks of shareholders" and it is one of the 
most important financial indicators that recognized 
by owners. This rate is derived by dividing the 
annual net profit of individual bank before tax to 
average shareholders` equity (Sumedrea, 2013; Al-
Musali & Ku Ismail, 2014). 
 

𝑅𝑂𝐸𝑡 =  𝑁𝑒𝑡𝑃𝑜𝑓𝑖𝑡𝑡  / 𝑆ℎ𝑎𝑟𝑒ℎ𝑜𝑙𝑑𝑒𝑟𝑠𝐸𝑞𝑢𝑖𝑡𝑦𝑡 

 

Control variables 
 
NI (Net Income): Net Income is defined as the profit 
of a firm over an accounting period. It is calculated 
from deduction of operating costs and taxes from 
the income of a company (Brown & Abaraham, 
2012). 

Tobin's q: This indicator has been used to 
measure competition in the market. It is calculated 
by sum of market value of equity, total liability and 
minus deferred tax expense, devided by total assets 
(Wang & Sarkis, 2017). 

Size: the size of a firm is defined as a variety of 
products and services that a firm can provide for its 
customers. It is also defined as a capacity of 
production. It is calculated by the logarithm of the 
firm's assets (Aloy Niresh & Velnampy, 2014).  

 

4. RESEARCH MODEL 
 
In the present study, we use the following 
relationships to examine the effect of intellectual 
capital on the market share and the mediating effect 
of financial performance. Considering the 
hypotheses and the conceptual model of the 
research, the following models will be used to test 
the hypotheses: 

 

Figure 1. Conceptual Model 
 

  

5. STATISTICAL METHOD 
 
The most common method for studying the 
mediator effect is Baron and Kenny's (1986) method. 
However, in recent years, changes have been made 
by Zhao, Lynch and Chen (2010). In this study, we 
use the Zhao method to study the mediation effect 
of financial performance on the relationship 
between intellectual capital and market share. 
According to Baron and Kenny (1986), testing the 
mediator effect takes place in three steps. The first 
step is to go back from the mediator variable to the 
independent variable. The second step is to return 
from the dependent variable to the independent 
variable and the third step is return from dependent 
variable to the mediator variable and independent 
variable. They have shown that the independent 

variable in the first two models shows statistical 
significance. This is while the third model is 
expected to show the statistical significance of the 
mediating variable as well as the importance of the 
independent-variable. 

Zhao (2010) proved that the importance of the 
relationship between an independent and dependent 
variable is not necessary and can be misleading. 
"This is because it represents the total effect of the 
sum of direct and indirect effects, including the 
mediator, and that mediation must be only 
established by the existence of an indirect effect. Put 
simply, to demonstrate mediation all that matters is 
that the indirect effect is significant" (Zhao et al., 
2010, p. 204). 

Intellectual capital 
 

Financial 
performance 

(ROE) 
 

Market share 
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6. EMPIRICAL MODEL 
 
In this research, using the following models, 
relations between variables are investigated through 
regression testing. According to the hypothesis, 
experimental models of research are as follows: 

The first model: The effect of intellectual 
capital on the market share. 

 
𝑀𝑎𝑟𝑘𝑒𝑡 𝑆ℎ𝑎𝑟𝑒𝑖𝑡 = 𝛼0 + 𝛼1𝐼𝐶𝑖𝑡 + 𝛼2𝑆𝑖𝑧𝑒𝑖𝑡 + 𝛼3𝑁𝐼𝑖𝑡

+ 𝛼4𝑄𝑡𝑜𝑏𝑖𝑛𝑖𝑡 + 𝜀𝑖  

 
Second Model: The mediating effect of Financial 

Performance on the Relationship between 
Intellectual Capital and Market Share. 

 
𝑅𝑂𝐸𝑖𝑡 =  𝛼0 + 𝛼1𝐼𝐶𝑖𝑡 + 𝛼2𝑆𝑖𝑧𝑒𝑖𝑡 + 𝛼3𝑁𝐼𝑖𝑡 + 𝛼4𝑄𝑡𝑜𝑏𝑖𝑛𝑖𝑡 + 𝜀𝑖  

 

𝑀𝑎𝑟𝑘𝑒𝑡 𝑆ℎ𝑎𝑟𝑒𝑖𝑡 = 𝛼0 + 𝛼1𝐼𝐶𝑖𝑡 + 𝛼2𝑅𝑂𝐸𝑖𝑡 + 𝛼3𝑆𝑖𝑧𝑒𝑖𝑡

+ 𝛼4𝑁𝐼𝑖𝑡 + 𝛼5𝑄𝑡𝑜𝑏𝑖𝑛𝑖𝑡 + 𝜀𝑖 

 
Independent variable (IC): Intellectual capital 

α: Coefficients of research variables 

Mediator variable: financial performance (ROE) 
Dependent variable: Market Share 
Control variables: Size (logarithm of size), NI (Net 
Income), Qtobin (Competition)  

 
Table 1. Descriptive statistics of the research 

 
Variable Observation Average Max Min Median Standard deviation 

Market Share 495 0/141 0/895 0/0007 0/074 0/179 

Intellectual capital (IC) 495 4/961 8/953 0/374 4/771 2/120 

Qtobin 495 1/565 9/951 0/430 1/368 0/738 

Logarithm of Size 495 12/238 14/297 10/792 12/114 0/632 

Net Income (NI) 495 0/120 0/626 -0/293 0/096 0/135 

Return On Equity (ROE) 495 0/363 45/24 -3/762 0/275 2/096 

 
In Table (1), the descriptive statistics of the 

research variables, which contain the quantitative 
statistics, include the minimum, maximum, median, 
average, and standard deviation are shown. 
Considering the use of cross-sectional data (data 
panel) to test the hypotheses, the number of 
observations based on the combined data of 99 
companies in the periods 2011-2015 has been 
investigated. The number of observations in panel 
data was 495. The most important central indicator 
is the average that represents the equilibrium point 
and the center of gravity, and is a good indicator of 
the centrality of the data, and most data is centered 
around this point. The second and third parameters 
are maximum and minimum. These two parameters 
represent the aggregated data and indicate how 
much data begins and ends.in other words, these 
parameters represent the range of data changes. The 
fourth is the median parameter. The median 
separates 50% of the top and 50% of bottom in a 
distribution. This parameter is also provided for all 
variables. The fifth and last parameter is the 
standard deviation, which is a scale for dispersion, 
the smaller it is, indicating that the studied group is 
in terms of the characteristics are Congruent and 
also shows the dispersion of the data from the 
average. A low standard deviation indicates a low 
scatter of data from the average and high standard 
deviation indicating a large dispersion of data from 
the average. In Table (1), the ROE has the least 
standard deviation (0/13) from dispersion of the 
average and Intellectual Capital has the maximum 
Standard deviation (2/12) from dispersion of the 
average. According to Table (1), it can be seen that 
the small difference between the average and the 
median of all variables indicates that they have a 
normal distribution. 

 

Test of research hypotheses 
 

1. The first hypothesis of the research states that 
intellectual capital affects market share. 
 

𝑀𝑎𝑟𝑘𝑒𝑡 𝑆ℎ𝑎𝑟𝑒𝑖𝑡 = 𝛼0 + 𝛼1𝐼𝐶𝑖𝑡 + 𝛼2𝑆𝑖𝑧𝑒𝑖𝑡 + 𝛼3𝑁𝐼𝑖𝑡

+ 𝛼4𝑄𝑡𝑜𝑏𝑖𝑛𝑖𝑡 + 𝜀𝑖  
 

Before testing the first hypothesis, a suitable 
model for the regression model is chosen. The 
results of the F-limer test are presented in Table (2). 
The probability of the F limer was less than 5%. 
Therefore, to test the hypothesis, using pooled data 
method is discarded. 

 
Table 2. Choosing pooled data method versus 

panel data method, first hypothesis 
 

Test 
type 

Amount of 
test statistic 

Degrees of 
freedom 

The probability 
of the test 
statistic 

F-
Limer 

254/337 (98/392) 0/000 

 
Because of using panel data method, the 

Hausman test was chosen to select the fix or random 
data method. The result of the Hausman test is 
presented in Table (3). The probability value of the 
Hausman statistic is less than 5%, so we use a fix 
effect method to test the first hypothesis. 

 
Table 3. Choosing fix effect model versus random 

effect model, first hypothesis 
 

Test type 
Amount 

Chi 2 
statistic 

Degrees of 
freedom 

Chi 2 

The 
probability of 

the test 
statistic 

Hausman 10/474 4 0/0332 

 
The results of testing the first hypothesis are 

presented in table (4). In this model, the Durbin-
Watson stat is 1.82, which is between 1.5 and 2.5. As 
a result, self- Correlation between the remainders is 
rejected. The probability of the F-statistic is zero, 
and the significance of this model is accepted at 95% 
confidence level. The Adjusted R-squared of the 
model is 98, which means that 98% of the variation 
of the dependent variable can be described by the 
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independent and controlling variable. By considering 
to the coefficient of intellectual capital, it can be 
said that if the intellectual capital increase one unit, 
the market share will 0.001 increase. The VIF of 
variables are less than 10. As a result, there is no 
multicolinearity problem. Considering the obtained 
coefficients and the probability of statistics, it can 
be said that there is a significant positive 
relationship between intellectual capital and market 
share. 

 
Table 4. Estimating the first model 

 
𝑀𝑎𝑟𝑘𝑒𝑡 𝑆ℎ𝑎𝑟𝑒𝑖𝑡 = 𝛼0 + 𝛼1𝐼𝐶𝑖𝑡 + 𝛼2𝑆𝑖𝑧𝑒𝑖𝑡 + 𝛼3𝑁𝐼𝑖𝑡

+ 𝛼4𝑄𝑡𝑜𝑏𝑖𝑛𝑖𝑡 + 𝜀𝑖  

Variable coefficient t-statistic 
Prob (t-
statistc) 

VIF 

C 0/032 1/526 0/127 - 

IC 0/001 421/6 0/000 1/08 

Qtobin -0/001 -2/166 0/030 1/07 

NI 3/14 4/801 0/000 1/32 

Size 0/008 4/711 0/000 1/39 

statistics of the research model 

F 
statistic 

417/339 
Durbin-

Watson stat 
1/824 

Prob (F-
statistic) 

0/000 
Adjusted R-

squared 
0/998 

 
2. The second hypothesis of the study states 

that financial performance has a mediation effect on 
the relationship between intellectual capital and 
market share. The ROE variable has been used to 
investigate the mediator effect of financial 
performance. The following models have been used 
to measure the mediator role of financial 
performance (Zhao, 2010): 

 
Second hypotheses, first model: 

𝑅𝑂𝐸𝑖𝑡 =  𝛼0 + 𝛼1𝐼𝐶𝑖𝑡 + 𝛼2𝑆𝑖𝑧𝑒𝑖𝑡 + 𝛼3𝑁𝐼𝑖𝑡 + 𝛼4𝑄𝑡𝑜𝑏𝑖𝑛𝑖𝑡 + 𝜀𝑖  

 
Second hypotheses, second model: 

𝑀𝑎𝑟𝑘𝑒𝑡 𝑆ℎ𝑎𝑟𝑒𝑖𝑡 = 𝛼0 + 𝛼1𝐼𝐶𝑖𝑡 + 𝛼2𝑅𝑂𝐸𝑖𝑡 + 𝛼3𝑆𝑖𝑧𝑒𝑖𝑡

+ 𝛼4𝑁𝐼𝑖𝑡 + 𝛼5𝑄𝑡𝑜𝑏𝑖𝑛𝑖𝑡 + 𝜀𝑖 
 

Second hypothesis, first model 
 

Before testing the second hypothesis, first model, a 
suitable model for the regression model is chosen. 
The results of the F-limer test are presented in Table 
(5). The probability of the F limer was less than 5%. 
Therefore, to test the hypothesis, using pooled data 
method is discarded. 

 
Table 5. Choosing pooled data method versus panel 

data method, second hypothesis, first model 
 

Test 
type 

Amount of 
test 

statistic 

Degrees of 
freedom 

The probability 
of the test 
statistic 

F-
Limer 

11/483 (98/392) 0/000 

 
Because of using panel data method, the 

Hausman test was chosen to select the fix or random 
data method. The result of the Hausman test is 
presented in Table (6). The probability value of the 
Hausman statistic is less than 5%, so we use a fix 
effect method to test the first hypothesis. 

 

Table 6. Choosing fix effect model versus random 

effect model, second hypothesis, first model 
 

Test type 
Amount 

Chi 2 
statistic 

Degrees of 
freedom 

Chi 2 

The 
probability of 

the test 
statistic 

Hausman 19/053 4 0/0008 

 
The results of testing the second hypothesis, 

the first model are presented in Table (7). In this 
model, the Durbin-Watson stat is 1.97, which 
confirms the H0 assumption, which means self- 
Correlation between the remainders is rejected. Also, 
the probability of F-statistic is zero, which confirms 
the significance of the model at 95% of confidence. 
The Adjusted R-squared of the model is 85, which 
means that 85% variation of the dependent variable 
can be described by independent and controllable 
variables. the  VIF of variables are less than 10. As a 
result, there is no multicolinearity problem. By 
considering the coefficient of intellectual capital, it 
can be said that for one unit of increase in 
intellectual capital, financial performance will 
increases 0.775. Considering the obtained 
coefficients and the significance of intellectual 
capital, it can be said that there is a positive and 
significant relationship between intellectual capital 
and financial performance. 

 
Table 7. Estimation of the second hypothesis, 

first model 
 

𝑃𝐸𝑅𝑖𝑡 =  𝛼0 + 𝛼1𝐼𝐶𝑖𝑡 + 𝛼2𝑆𝑖𝑧𝑒𝑖𝑡 + 𝛼3𝑁𝐼𝑖𝑡 + 𝛼4𝑄𝑡𝑜𝑏𝑖𝑛𝑖𝑡 + 𝜀𝑖  

Variable coefficient 
t-

statistic 
Prob (t-
statistc) 

VIF 

C -2/562 -6/125 0/000 - 

IC 0/075 18/925 0/000 1/08 

Qtobin 0/026 2/577 0/0103 1/07 

NI 6/11 4/815 0/000 1/32 

Size 0/205 6/015 0/000 1/39 

statistics of the research model 

F 
statistic 

28/850 
Durbin-

Watson stat 
1/973 

Prob (F-
statistic) 

0/000 
Adjusted 
R-squared 

0/851 

 

Second hypotheses, second model 
 

Before testing the second hypothesis, first model, a 
suitable model for the regression model is chosen. 
The results of the F-limer test are presented in Table 
(8). The probability of the F-limer was less than 5%. 
Therefore, to test the hypothesis, using pooled data 
method is discarded. 

 
Table 8. Choosing pooled data method versus panel 

data method, second hypothesis, second model 
 

Test 
type 

Amount of 
test statistic 

Degrees 
of 

freedom 

The probability 
of the test 
statistic 

F-
Limer 

93/43 (98/391) 0/000 

 
Because of using panel data method, the 

Hausman test was chosen to select the fix or random 
data method. The result of the Hausman test is 
presented in Table (9). The probability value of the 
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Hausman statistic is less than 5%, so we use a fix 
effect method to test the first hypothesis. 

 
Table 9. Choosing fix effect model versus random 

effect model, second hypothesis, second model 
 

Test type 
Amount 

Chi 2 
statistic 

Degrees of 
freedom 

Chi 2 

The 
probability of 

the test 
statistic 

Hausman 11/780 5 0/0379 

 
The results of testing the second hypothesis, 

the second model is presented in Table (10). The 
Durbin-Watson stat is 1.81, which is between 1.5 and 
2.5, which means self- Correlation between 
remainders is rejected. Also, the F-statistic is zero, 
which confirms the significance of the model at 95% 
confidence. The adjusted R-Squared is 95. That 
means that 95% variation of the dependent variable 
can be described by independent and controllable 
variables. . The VIF of variables are less than 10. As a 
result, there is no multicolinearity problem. 
Considering the coefficient of ROE, we can say for 
one unit of increase in this variable, the relationship 
between intellectual capital and market share 
reduced by -0.001. According to t-statistic, the 
significance of intellectual capital (0.0002) and 
meaningless of ROE (0.54) in the model, can be 
concluded that the ROE isn't a mediator in the 
relationship between Intellectual capital and market 
share. 

 
Table 10. Estimation of the second hypothesis, 

second model 
 

 
Table 11. Summary of the results of research 

hypotheses 
 

Research hypotheses Result 

Intellectual capital affects the market 
share. 

Confirm 

Financial performance has a mediator 
effect on the relationship between 
intellectual capital and market share 

reject 

 

7. CONCLUSION AND IMPLICATIONS 
 
The purpose of this paper was to Study of the 
mediate effect of company financial performance on 
the relationship between intellectual capital and 
market share in Tehran stock exchange. For this 

purpose, two hypotheses have been developed, 
which are as follows: 

According to the first hypothesis, the findings 
showed there is a positive and significant 
relationship between intellectual capital and market 
share. This means that with the increase in the level 
of intellectual capital in organizations and 
companies, their market share will increase, because 
the components of intellectual capital, which are 
human capital, structural capital and relational 
capital, each have a significant role in increasing the 
market share, also indicating of confirmation of 
human resource theory that contribute to the 
research literature which it is following the results 
of a study by Chin Chen et al (2005), they 
investigated the relationship between intellectual 
capital and stock market value and financial 
performance of Taiwan stock exchanges. They used 
the model of value added intellectual capital (VAIC) 
as the measure of intellectual capital. By applying 
regression model, higher intellectual capital of 
companies improves financial performance and 
increases the stock market value of companies. Also, 
Chen et al. (2004) showed that relational capital 
(customer relationship) represents the power of 
marketing, increased market share, and customer 
loyalty. The result of this test is consistent with the 
findings of Chen et al (2004). 

In the second hypothesis, we examined the 
effect of financial performance as a mediator 
variable on the relationship between intellectual 
capital and market share. We used the ROE indicator 
for financial performance. In the second model of 
second hypothesis, test results show that ROE as a 
financial performance indicator is not a mediator 
variable in the relationship between intellectual 
capital and market share. In the first model of 
second hypothesis, the effect of intellectual capital 
on financial performance was tested. The result of 
this test show that there is a positive and significant 
relationship between intellectual capital and 
financial performance. That is, increasing the level 
of intellectual capital in organizations and 
companies will improve their financial performance. 
In a study by Ozkan et al. (2016) on intellectual 
capital and financial performance in the turkish 
banking sector, they stated that intellectual capital 
has a positive effect on financial performance. In a 
study conducted by Al-Musali and Ku Ismail (2014), 
it was found that intellectual capital Affects 
financial performance. The results of the present 
research are consistent with this researches. 

From the results obtained, it can be concluded 
that the increase in the level of intellectual capital 
(human capital, structural capital and relational 
capital) in organizations and companies can increase 
their market share. By applying the mediator 
variable in the second hypothesis it was shown that 
ROE as a financial performance indicator doesn’t 
have mediation effect on the relationship between 
intellectual and market share of firms, and its 
increase or decrease cannot be a criterion for 
increasing or decreasing firm's market share.  

According to human resource theory we 
expected a positive relationship between intellectual 
capital and market share. Our findings show there is 
a positive relationship as well as. But the mediating 
effect of financial performance not confirmed. 

𝑀𝑎𝑟𝑘𝑒𝑡 𝑆ℎ𝑎𝑟𝑒𝑖𝑡 = 𝛼0 + 𝛼1𝐼𝐶𝑖𝑡 + 𝛼2𝑃𝐸𝑅𝑖𝑡 + 𝛼3𝑆𝑖𝑧𝑒𝑖𝑡 + 𝛼4𝑁𝐼𝑖𝑡

+ 𝛼5𝑄𝑡𝑜𝑏𝑖𝑛𝑖𝑡 + 𝜀𝑖  

Variable coefficient t-statistic 
Prob (t-
statistc) 

VIF 

C -0/108 -0/699 0/484 - 

IC 0/004 3/698 0/0002 1/08 

ROE -0/001 -1/925 0/054 1/01 

Qtobin 0/026 2/577 0/0103 1/07 

NI 2/49 1/81 0/071 1/32 

Size 0/018 1/485 /138 1/39 

statistics of the research model 

F 
statistic 

106/173 
Durbin-
Watson 

stat 
1/815 

Prob (F-
statistic) 

0/000 
Adjusted 
R-squared 

0/956 
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Also according to the human resource theory, 
intellectual capital is an intangible asset and its 
effect is long term, whereas accounting indicators 
like ROE is a short time indicator. So it is one of 

reasons which we can't find any evidence. So with 
this relationship we concluded that investors with 
long term view can choose stocks and including 
them in their portfolio.  
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