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Importance of Intellectual Capital
in Enterprise Growth, with Special Emphasis
on the Textile and Clothing Industry in Poland

Abstract

This article is an attempt to depict the status of intellectual capital management among
textile and clothing manufacturers in Poland. Its first part deals with theoretical issues,
explains the notion and nature of intellectual capital, introduces its components, and points
to the significance of intangible assets in modern business management. In summing up this
part, the author presents the textile and clothing industry as being representative of sec-
tors where intellectual capital should play a central role in firm management. The second
part of the article presents the results of the survey that the author conducted in March
2011 based on a representative sample of manufacturers operating in the textile market in
Poland. The survey aimed to determine and evaluate the occurrence and management of
intellectual capital among the respondents. Its questionnaire dealt with human and struc-
tural capital, thus providing a reliable picture of how intangible assets are used in this in-
dustry. Based on the survey results the author drew conclusions that aided the formulation
of guidelines for improving the competiveness of Polish textile and clothing manufacturers.
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I Introduction

Intellectual capital is among the key is-
sues in contemporary Socio-economic
development. Its importance derives
mainly from the special nature of today’s
business environment. Changing dynam-
ically, it drives the evolution of opinions
on the major factors underlying market
success. Enterprises must seek new ways
of competition to mark their presence in
the market and remain in business. In or-
der to achieve this, unique competencies
and skills are needed. Advancing globali-
sation frequently causes that products
placed on the market are homogenous
notwithstanding their being made by dif-
ferent manufacturers and that enterprises
use similar marketing practices to attract
customers. As a result, they become in-
effective and are unable to fully recog-
nise or stimulate consumer needs, which
substantially restricts their development
potential.

Therefore, innovative solutions, other
than those traditionally treated as such,
are becoming increasingly important.
Until recently innovation has been usu-
ally associated with coming up with a
new product, technological process, pro-
duction method, or with the application
of a new way of selling or promoting a
product. However, an enterprise wish-
ing to have “something” that will make
it different from its competitors must im-
plement a new approach to its business.
A modern business model is necessary,
founded mainly on so-called ,,innovation
management”. Unlike other types of in-
novation, this one has a unique potential

for creating a system which is not easy
to imitate, thus allowing permanent and
considerable competitive advantage to be
achieved [1]. However, the system will
not function unless the intangible assets
are competently managed, otherwise the
enterprise’s concentration on its real as-
sets, i.e. related to financial capital, will
become insufficient, limiting the scope
of its business and preventing full uti-
lisation of the assets. Modern manage-
ment processes must use and manage
knowledge, not only with respect to the
functioning of individuals but also to the
development of the entire business policy
system [2]. Knowledge-based manage-
ment where employees’ skills and expe-
rience are treated as the organisation’s
key asset should become a paradigm for
entrepreneurs. Reference to the theories
developed by the most prominent man-
agement expert, Professor Peter Drucker,
is very relevant at this point, according to
whom the productive use of knowledge
is at the core of modern management [3].
Because management concerns humans
rather than techniques or processes, en-
terprises need to modify their entire phi-
losophy of action and to lay stress on the
implementation of intellectual capital
strategies.

Figure 1 below shows asset categories
that every enterprise has. Because the
priority today is given to the building of
a ‘knowledge-based economy’, it must
be assumed that intangible assets have a
higher value for an organisation and that
they bring measureable benefits, when
managed competently.
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The notion and nature
of intellectual capital

The literature offers many definitions of
intellectual capital, thus it is difficult to
choose the one that is recognised by eve-
ryone and explains the subject explicitly.
Naturally, because of limited space in
this article and its aims, a thorough pres-
entation and analysis of all available defi-
nitions is not possible. A more important
thing is to select those that characterise
the phenomenon transparently and com-
prehensively.

For instance, according to the Interna-
tional Federation of Accountants (1997),
intellectual capital is the total stock of
capital or knowledge-based equity that
the company possesses. It includes em-
ployees’ knowledge and expertise, cus-
tomer information and relationships,
brands, contracts, information systems,
administrative procedures, patents, trade-
marks and the effectiveness of processes
[4]. A very popular definition of intel-
lectual capital that contributed to its de-
velopment, particularly in the USA, was
formulated by Thomas A. Stewart, who
described intellectual capital as a means
that should be used to increase the value
of an enterprise’s assets [5].

Another definition frequently quoted in
literature was put forward by G. Urbanek,
who describes intellectual capital in his
publications as an enterprise’s intangi-
ble resource that yields tangible results.
Intellectual capital includes both pure
knowledge as well as the results of its
transformation into intangible assets [6].

The best known definition of intellectual
capital comes from the research con-
ducted at the Skandia Company (Skandia
is a Swedish company in the financial
services sector. This is the first firm in
the world to have an intellectual capital
department, which was established by
L. Edvinsson). Its author, L. Edvinsson,
divides intellectual capital into two com-
ponents, i.e. human capital and structural
capital [7]:

Intellectual capital = human capital +
+ structural capital

Intellectual capital derives its value from
the interplay between these two compo-
nents. If any of them is omitted, then the
benefits of intellectual capital will not
be realised. On the other hand, their bal-
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Figure 1. Enterprise assets; Source: developed by the author based on L. Edvinsson, M. S.
Malone, Kapital intelektualny, Ed. PWN, Warszawa 2001.
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Figure 2. Elements of structural capital. Source: L. Edvinsson, M. S. Malone, Kapitat

intelektualny, Ed. PWN, Warszawa 2001.

anced use ensures synergy in generating
enterprise value [8].

Human capital consists of employees’
knowledge, skills, ingenuity and capabil-
ities. These factors are not controlled by
the enterprise — they are privately owned
by its employees who lend it to help their
enterprise grow. Therefore the key fac-
tors raising an enterprise’s effectiveness
in a knowledge-based economy are in-
vestment in employees as well as appro-
priate motivation and remuneration. Hu-
man capital includes also organisational
culture and corporate philosophy.

By contrast, structural capital is the prop-
erty of the enterprise and, according to
L. Edvinsson and M. Malone, its struc-
ture is more complex. It is presented in
Figure 2.

The above diagram divides structural
capital into organisational capital and
customer capital. Structural capital is

knowledge acquired by the enterprise
i.e. the elements of its internal structure.
These can be various management meth-
ods, the organisational culture, corporate
traditions, databases, intellectual prop-
erty (patents, industrial designs, utility
designs, trademarks, etc.), the potential
for innovation, the ability to learn, and
many others, all representing an enter-
prise’s intangible assets. Customer capi-
tal includes the links that the enterprise
has established with its environment, i.e.
its skill of forming relationships with
customers, suppliers, other business part-
ners, as well as its image and how it is
perceived in the market.

The description of intellectual capital can
be made even more specific by breaking
down organisational capital into innova-
tion capital and process capital. The latter
category includes procedures, techniques
and worker programmes having an effect
on an enterprise’s effectiveness. This is a
sort of practical knowledge which is ap-
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Figure 3. Responding clothing manufacturers by employment size; Source: developed by
the author based on the results of field research in firms.
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Figure 4. The importance of innovation in the textile and clothing industry. Source: devel-
oped by the author based on the results of field research in firms.
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Figure 5. Types of innovation in the textile and clothing industry,; Source. developed by the
author based on the results of field research in firms.

plied on an on-going basis to create cus-
tomer value.

Innovation capital is represented by the
skills and capabilities that an enterprise
needs to create new products and serv-
ices and to place them promptly on the
market. This capital combines two tra-
ditional intangible assets: intellectual
property (copyrights and industrial prop-
erty rights) and other immeasurable as-
sets, such as the theory underpinning the
functioning of the enterprise.

It is deemed that enterprise management
follows an intellectual capital strategy, if
all components of intellectual capital are
integrated and joined together. Only then
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can the desirable effects, such as a high
competitive position, be expected to ap-
pear [5].

Because the above issues are becoming
the mainstay of management processes
today, a decision was made to survey
Polish textile and clothing manufactur-
ers in order to analyse and evaluate the
occurrence and management of intel-
lectual capital. The examination of the
results was expected to provide valu-
able information about these enterprises,
given that intellectual capital is gaining
importance as a factor in enterprise man-
agement, being a determinant of their
competitiveness.

Intellectual capital and the
textile and clothing sector -
the results of the survey

Awareness of the significance of intel-
lectual capital is spreading among mod-
ern enterprises; this concept is a primary
signpost for their management, frequent-
ly determining an enterprise’s position in
the market [9]. The textile sector should
certainly not be the one where it is ab-
sent.

The European textile and clothing in-
dustry is a leader in the field of innova-
tion and creativity and in setting trends.
Despite strong competition in the world
markets and the tendency towards relo-
cating manufacturing processes to low-
labour cost countries, this industry con-
tinues to represent one of the most im-
portant sectors in Europe, with an annual
turnover exceeding 210 bn € and a total
workforce of 2.3 million. Europe is a key
player in the world trade, ranked first for
the export of textiles and third for the
production of clothing [10].

In the increasingly competitive and dy-
namically changing market for textiles
and clothing, the success of enterprises,
particularly those in the SME sector, will
depend on various innovative solutions,
both technical and non-technical. There-
fore entrepreneurs thinking about becom-
ing market leaders should incorporate
intellectual capital strategies into their
business strategies and give them priority
in all actions they take.

An attempt at evaluating the situation
in this field was made by surveying the
manufacturers in this sector.

A sample was assembled from a database
available through the website ‘Polskie
Firmy’ [11], owned by Makromedia Sp. z
0.0., which is one of the major and most
experienced organisations offering busi-
ness information.

In the survey, questionnaires with cover
letters were mailed to 180 producers of
textiles and clothing. Sixty four question-
naires were returned, which accounts for
35.5% of the total sample. The return rate
is comparatively high for this data col-
lecting method, hence the survey results
can be rationally expected to be fully re-
liable [12]. A preliminary analysis of the
data showed that all enterprises surveyed
were SMEs. Most manufacturers em-
ployed from 50 to 249 workers, thus fall-
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ing under the category of medium-sized
organisations (Figure 3).

Regarding their markets of operation, as
many as half of the manufacturers also
did business abroad. This result shows
that the firms tend to internationalise
their operations, thus making an intellec-
tual capital strategy a part of their man-
agement process becomes a must.

The first part of the survey analysed and
evaluated innovative solutions represent-
ing an inseparable component of intel-
lectual capital that were used by the re-
spondents.

Innovation policy gives enterprises a
chance to grow and attain competitive
advantage. The survey results show that
most respondents were aware of that
because they indicated that innovation
was very important in their organisations
(Figure 4). Additionally a correlation
was found between these opinions and
their presence in the global markets — al-
most 80% of the respondents that gave
this answer were active outside Poland.

However, almost 40 % of the respond-
ents did not think innovation was crucial,
in their opinions it was very important
in their organisations, but not decisive.
Every tenth manufacturer did not view
innovation as a growth-driving factor.

To learn more about this subject, data
were collected on the areas where the
firms surveyed had innovated in the years
preceding the survey. The results showed
that most innovations implemented
were traditional with respect to products
(81%) and production (68%) - Figure §
(the respondents were allowed to give
more than one answer, so the numbers do
not add up to 100%).

Many respondents answered that they
had introduced work organisation in-
novations (56%). This trend is favour-
able because these improvements must
accompany the implementation of intel-
lectual capital strategies. Because the
limited scope of the survey precludes the
drawing of explicit conclusions about the
nature of the changes, this subject area
should be investigated more specifically
during the next stage of the research. Un-
fortunately two major areas of innovation
whose existence proves that an intellec-
tual capital strategy is being implemented
were quite insignificant for the respond-
ents. In the last three years preceding the
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Figure 6. The respondent’s level of innovation against its competitors; Source: developed
by the author based on the results of field research in firms.
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Figure 7. Barriers impeding innovation in the textile and clothing industry; Source: devel-
oped by the author based on the results of field research in firms.

Table 1. Internal and external barriers to innovation in the textile and clothing industry
[17]; Source: developed by the author based on the results of field research in firms.

Internal barriers indni/oc:tfion
shortage of funds 50%
high implementation funds 75%
lack of knowledge of innovation 0%
lack of competent staff 19%

survey only one in four respondents had
introduced knowledge-related innova-
tions and one in five in the HRM area.
This is certainly not enough to be able to
state that the textile and clothing manu-
facturers make good use of intellectual
capital to raise their competitiveness.

This situation had an effect on how they
evaluated the levels of innovation in their
organisations. For almost half of the re-
spondents (44%) their own and their
competitors’ levels of innovation were
relatively similar. One in five manufac-
turers claimed not to have a competitive
advantage. Mostly enterprises operating
worldwide operations claimed to have an
innovative advantage over their rivals,
but a correlation between this opinion and
enterprise size was not found. Those who
definitely believed that they had a market
advantage accounted for only 19%, and

External barriers in doi/:;:tfion
high interest rates on loans 31%
economic risk 50%
laws 12%
no access to innovations 6%
limited demand 50%
lack of opportunities to enter into 12%

foreign markets

those having doubts about their dominat-
ing position constituted 25% (Figure 6).

These results and the knowledge that the
textile and clothing industry in Poland
represents a low level of innovation [13]
made it necessary to enquire about barri-
ers limiting the propensity of enterprises
to innovate. Unfortunately they were en-
countered by all respondents (Figure 7).

To learn more about factors constraining
manufacturers willing to introduce in-
novations, they were divided into those
emerging in-house and those coming
from outside. As a result, the following
table was compiled:

According to the Table 1, the main inter-
nal barrier is the shortage of funds (50%),
which makes entreprencurs believe that
the implementation costs of innova-
tion are very high (as much as 75% of
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Figure 8. Strong points of the textile and clothing manufacturers; Source: developed by the
author based on the results of field research in firms.
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Figure 9. Knowledge as the main source of competitive advantage; Source: developed by
the author based on the results of field research in firms.
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Figure 10. Measures concerning intellectual capital among the textile and clothing manu-
facturers; Source: developed by the author based on the results of field research in firms.

them stated so). The external barriers are
mostly economic in nature. Their causes
may be sought in the economic crisis that
erupted in recent years and still haunts
enterprises (market risk, limited demand,
high interest rates on loans).

The second part of the survey aimed to
identify the major strong points of the
respondents. A firm’s knowledge of its
key competencies should chart its road
to market success. The respondents an-
swering the question “what makes your
organisation different from others...”
usually pointed to their product (81%),
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advanced technology (44%) and a unique
formula (44%) - Figure 8.

The above data show that the essential
component of human capital — employees
—1is not viewed as an important factor that
might differentiate a manufacturer from
its competitors. Unlike the well-boding
perception of a ‘unique formula’, which
certainly is a component of structural
capital, customer capital is ranked low.

This is puzzling considering that all man-
ufacturers believe that knowledge will be
the main source of competitive advantage

in the future. This opinion was definitely
supported by 50% of the respondents and
rather supported by the rest (Figure 9).
Considering that business will have to be
done in the environment of a knowledge-
based economy, the results seem very
promising.

A very important question that the re-
spondents were asked aimed to iden-
tify the main components of intellectual
capital that they used in their enterprises.
Eight major areas that a modern enter-
prise should prioritise were distinguished
using literature on the subject.

An enterprise that uses an intellectual
capital strategy to build its competitive
advantage should be active in all the
areas. Yet only 12% of the respondents
marked all answers, 6 % most of them,
and 31% half of them. Almost 50% of the
respondents implemented from one to
three components of intellectual capital,
and 12% used none. These results point
to a very limited awareness of intellec-
tual capital in the textile and clothing
industry.

Most respondents marked the presence
of such intellectual capital components
as steady contact with customers (81%),
cooperation with R&D units (62%), and
employee training (56%) - Figure 10.

Worrying is the low percentage of firms
that treat intellectual property as their
major intangible asset (only 44%). Intel-
lectual property, for instance protected
industrial designs and trademarks, plays
a special role in creating, selling and
promoting textiles and clothing. In the
fashion market success comes with in-
genuity and creativity as well as with the
quality and aesthetics of goods. As the
clothing sector invests huge amounts
each season to create new, distinctive
products and to promote brands [14],
they must be appropriately protected
if their owners are to become more in-
novative and competitive. Intellectual
property also includes patents that may
become a source of market success for
innovative textile manufacturers. Re-
search conducted in 2010 into the use
of intellectual property in the textile and
clothing industry revealed that entrepre-
neurs undervalued this area [15]. Unfor-
tunately the findings of the study herein
confirm that nothing has changed since
then.
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Conclusions and
recommendations

It is rather obvious that the intellectual
capital issues raised in this article and the
survey results presented herein are not
likely to cover the whole subject area.
However, notwithstanding the shortage
of studies dealing with intellectual capi-
tal, particularly in the textile and clothing
sector, this survey has managed to pro-
vide an outline of how intellectual capital
is used by Polish manufacturers in this
sector.

Based on the outline, several significant
conclusions can be drawn:

Firstly manufacturers’ attention should
be brought to the fact that they should
give priority to the development of strat-
egies taking account of intellectual capi-
tal. This approach will allow them to im-
prove their growth prospects.

Secondly, it should be stressed that intel-
lectual capital management directly rais-
es the level of innovation in firms, par-
ticularly in the industry in question. It is
through the property of intangible assets
that a firm displays its innovative charac-
ter, strongly based on intellectual capital.

Because the textile and clothing indus-
try is becoming a very innovative sector
where new textile technologies and prod-
ucts of various use are targeted by dis-
honest ‘pseudo-entrepreneurs’, the risk
from unfair competitors is particularly
high. It is also an industry where the road
to success starts with attractive, original
designs, and where customers’ attach-
ment to a brand plays a significant role
[16]. This means that the elements of in-
dustrial property, such as industrial and
utility designs, trademarks and patents
should be treated as key assets and ought
to be used to generate measurable profits.
These assets are important for creating,
selling and promoting textile products. In
this market, ingenuity, creativity, quality
and aesthetics are the main factors behind
market success. Each textile and clothing
manufacturer should adequately protect
its designs, trademarks and innovative
solutions against copying, counterfeiting
and use by competitors. Innovative enter-
prises are those that not only implement
new products or processes but also inno-
vate in other business areas.

The survey results suggest that entre-
preneurs have a high awareness of the
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significance of innovation; the number
of manufacturers that has started to inno-
vate is also satisfactory. However, their
efforts are mainly concentrated on tradi-
tional areas. As a result, their innova-
tion is at a critical level, and they mostly
unable to determine where their competi-
tive advantages are. Enterprises introduc-
ing innovations encounter many barriers,
mainly the shortage of funding.

Thirdly the results clearly state that the
responding enterprises do not use intel-
lectual capital strategies to design their
activities. Even though the respondents
believe that knowledge will be the main
source of competitive advantage in the
future, they can neither use it effectively
nor appreciate employees’ skills as they
deserve. None of the manufacturers sur-
veyed could utilise intellectual capital
to the full extent, which means that they
were unable to see the “potential of the
intangible” as a source of market success.

The research presented should be contin-
ued by extending its scope and enlarging
the sample. It would be particularly use-
ful to divide the sector investigated into
industrial and consumer subsectors and
to conduct independent research address-
ing the major elements of intellectual
capital corresponding to the subsector.
It is worth noting that intangible assets
significant for the B2B firms and those
having a strong effect on the competitive
advantage of the B2C firms may be sig-
nificantly different, thus exploration of
this subject area is fully justified.

Acknowledgment

This work is (partially) supported by struc-
tural funds within the framework of the
project titled ‘Development of the research
infrastructure of innovative techniques and
technologies of the textile clothing industry”
CLO - 2IN — EX, financed by Operational
Programme Innovative Economy, 2007
2013, Action 2.1.

References

1. Hamel G, Breen B. Managing tomorrow.
What is your position in the future? (In
Polish). Harvard Business Press, Red
Horse Ltd., 2008 for Machnik — Stomka
J., Przedsiebiorstwo w konkurencyjnym
Swiecie, Regional Conference: Man-
agement on Intelectual Property, Polish
Economy Chamber, 2010.

10.

1.

12.

13.

14.

15.

16.

. Nowacki R, Staniewski M. Podejscie in-

nowacyjne w zarzadzaniu przedsiebior-
stwem, Ed. Difin, Warsaw 2010, p. 14.

. Walczak W. Knowledge management

and intellectual capital creation of a
modern enterprise (In Polish). E-mentor
2010; 2(34).

. Fazlagi¢ AJ. Appreciate and meas-

ure intellectual capital (In Polish). CIO
2007; No. 5. http://www.idg.pl/artyku-
ly/55139_0.html, (Accessed on 15
March 2011).

. Stewart TA. Intellectual Capital: The

New Wealth of Organisations. Nicholas
Brealey, London 1997, p. 15.

. Urbanek G. Pomiar kapitatu intele-

ktualnego | aktywow niematerialnych
przedsiebiorstwa, Ed. University of
to6dz, 2007.

. Edvinsson L, Malone M. Kapitat intele-

ktualny, Ed. PWN, Warsaw 2001, p. 45.

. Regulski K. Methods for classification

and measurement of intellectual capi-
tal (In Polish) Gazeta IT of 22.05.2003,
http://gazeta-it.pl/200305226087/Meto-
dy-klasyfikacji-i-pomiaru-kapitalu-intele-
ktualnego.html (Accessed on 15 March,
2011).

. Rzempata J. Intellectual Capital as a

Source of Competitive Advantage of
Fan Enterprise. Ekonomiczne Problemy
Ustug No. 8, Scientific Letters of the
University of Szczecin, No. 453/2001, p.
231.

Intellectual Property, A Business Tool for
SMEs, A Guide for the Textile and Cloth-
ing Industry, a study prepared under the
IPeuropAware project, Warsaw 2010.
http://www.makromedia.pl/firmy
Kaczmarek S., Badania marketingowe
metody i techniki, Ed. PWE, Warsaw
1997.

Grandys E. Barriers to the Development
of Knowledge Absorption of the Polish
Clothing Industry. Fibres & Textiles in
Eastern Europe 2008; 1 (66): 9.
Ochrona wiasnosci intelektualnej w
sektorze odziezowo — tekstylnym. Po-
radnik dla mikro, matych i $rednich
przedsiebiorstw. Ed by M. du Vall i J.
Ozegalska-Trybalska, Jagiellonian Uni-
versity Cracow.

Malinowska-Olszowy M. Rola kapitatu
intelektualnego w ksztattowaniu jako$ci
produktéw. In: The role intellectual capi-
tal In creation the quality of products. Ed.
R.1. Zalewski, R. Zielinski, Ed. Technical
University of Radom 2010, p. 113-126.
Malinowska-Olszowy M. Brand strategy
in the clothing and textile market. Fibres
& Textil in Eastern Europe 2005; no.
1(49): 8.

Received 30.03.2011 Reviewed 22.11.2011

15



