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Abstract

The increasing of intangible assets and intellectual capitals of firms has shown that traditional
accounting systems are not able to calculate intangible assets and intellectual capital sufficiently. The
travel agents as a service provider are one of the firms that have more intellectual capital and intangible
assets than other firms. The research about the relationship between financial performance and
intellectual capital that conducted for travel agents, however, is a limited extent. Thus, the aim of the
study is to reveal the relationship between financial performance and intellectual capital in travel agents.
For this aim, a questionnaire was conducted to travel agencies, and the relationship between financial
performance and intellectual capital was revealed. It can be concluded that there are moderate and
positive relationship between financial performance of travel agents and people capital, structural
capital, relationship capital according to correlation analysis.
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1. Introduction

The economics welfare is achieved by obtaining, developing and managing knowledge in today’s knowledge
economy (Ricceri and Guthrie, 2009). The information sources that obtained, developed and managed by firms are
conceptualized as intellectual capital in general (Stewart, 1997). The intangible assets are not clearly visible in the
financial statements of firms when financial-based (e.g., plants, buildings, land, property and financial properties)
assets and physical resources compared with intangible assets such as expertise, skill, talent, customer relationships,
corporate culture, reputation and organizational practices (Sveiby, 1997). This intangible resources and their
operation is the essence of intellectual capital (Bontis, 1996). Turkey Accounting Standard-38 is mentioned some
elements of intellectual capital. According to Turkey Accounting Standard intangible assets are a resource that is
expected to provide benefit to firms in the future and they are identifiable non-monetary assets without physical
nature. However, according to his research results Unal (2010) argued that Turkey Accounting Standard-38 is not
totally cover the intellectual capital.

Yang et al. (2009) argued that traditional financial reporting cannot be used to calculate the true value of a firm
because traditional financial reporting just evaluates the short term financial and tangible assets. However in recent
years, firms also want to measure intellectual capital to report their stakeholders; therefore, firms are in search of
various methods in order to evaluate the intangible assets. According to Edvinsson and Malone (1997) intellectual
capital can be defined as the difference between the carrying value and the market value of the firm. Increase of the
difference between market value and book value of the firms has led to an increase in the number of the studies
aiming to find missing values in the financial statements. Intellectual capital issue has been the subject of many
studies due to the closure the difference between the book value and the market value of firm characteristic of
intellectual capital (Fathi et al., 2013).

The travel agents that are operating in a hospitality sector are one of the companies that have many intangible
capitals such as human, knowledge and culture. However, the number of the studies focusing on relationship
between intellectual capital and financial performance in the travel agents seems very limited. Therefore, the primary
objective of this study is to reveal the relationship between intellectual capital and financial performance, and giving
recommendations. In addition, it has been also aimed to measure the correlation between human capital within the
scope of intellectual capital, structural capital and relational capital and financial performance in the travel agents.

2. Literature Review

Firms often have debts during development, improvement and maintains of intangible assets such as scientific
and new processes, technical information, design and implementation of systems, licensing, market knowledge,
intellectual property rights and brands (Turkish Accounting Standard-38). According to Turkish Accounting
Standard (p.5) intangible assets covers such as computer software, copyrights, patents, movies, mortgage service
offering rights, customer lists, import quotas, fishing licenses, franchises, market share and marketing rights,
customer and supplier relationships and customer loyalty. Intellectual capital including intangible assets is a young
management discipline that has a bright history (Sullivan, 2000; Pike et al., 2006; Polo, 2007). Intellectual capital is
considered as an important source of value creation and competitive advantage (Drucker, 1993; Grant, 1996). It has
been concluded that there is not any widely accepted definition of intellectual capital in the literature. Edvinsson and
Malone (1997) have described intellectual capital as “information, experience, organizational technology, customer
relationships and professional skills that provide competitive advantage to the firm”. Intellectual capital also refers to
intangible assets such as information, data, skills and intellectual property that are used to create prosperity (Kannan
and Aulbur, 2004). On the other hand, Stewart (1999) has defined intellectual capital as tangible assets that are
formalized, obtained and leveraged in order to create prosperity by producing higher-value assets.

As in the definition of intellectual capital, the researchers have examined different elements within the scope of
intellectual capital. Osterland (2001) has considered information capital as intellectual, human, customer and supplier
capital, while Sullivan (2000) has also included experience, general technical knowledge and skills of the staff in
human capital.

The researchers (Roos et al., 1997; Stewart, 1997; Sveiby, 1997; Bontis, 1999; Curado and Bontis, 2007;
Sallebrant et al., 2007) mention three categories in the subject of dividing intellectual capital into categories. These
categories include human capital, structural capital and relational capital. Human capital represents the intangible
assets created by individuals. People create capital by using their competence, behaviors and intellectual abilities
Roos et al. (1997). According to Bontis (1998) the structural capital covers concrete structures. On the other hand,
Stewart (1999) argues that culture is an extensive and valuable element in the structural capital. The third category is
the relational capital which is a capital of all firms that have stakeholders and shareholders (Stewart, 1999).
According to Rudez and Michalic (2007) the relational capital consists of customer satisfaction, image, brand and
distribution channels.

Lim and Dallimore (2002) have reviewed the categories and related concepts with intellectual capital with
managerial approach, and significantly contributed to intellectual capital literature. Lim and Dallimore (2004) has
argued that the competence of a firm is its' human capital, business capital, institutional capital, and functional
capital. Human capital refers to the skills and knowledge of the firm. Institutional capital includes elements of the
strategic management and planning process used to evaluate a firm's competitiveness in the sector. Business capital
includes rate of business loss, income earned from new businesses and assets such as use of online business. Finally,
the functional capital covers the ratio of administrative expenses to functional training costs and productivity of
processing time. The institutional relationships are customer capital, supplier capital, strategic partnership equity and
investor capital (Lim and Dallimore, 2004). Rudez and Michalic (2007) stated that customer capital tend to increase
firm value. Supplier capital helps to decrease costs and improve the quality of supply for firms. Partnership capital is
important to achieve local and global competitive position for firms (Rudez and Michalic, 2007).
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2.1. Intellectual Capital, Business Performance and Financial Performance

According to Marian (2011) the financial performance determines the criteria to see how a firm use its
intellectual capital elements and how it obtains a profit. Intellectual capital can be regarded as an indicator for a
success of a firm in a given period; it can also be used to compare a firm with other sectors or to evaluate position of
firm in the sector (Marian, 2011).

Fathi et al. (2013) have argued that it is not possible to calculate the true value of a firm by using traditional
financial accounting tools. Intellectual capital offers a new model to measure the true value of a firm (Fathi et al.,
2013). In a study conducted by Gan and Saleh (2008) the relationship between intellectual capital and business
performance has been measured and it has been concluded that intellectual capital has an important effect on
profitability and productivity. In addition, Appuhami (2007) has identified a significant relationship between
intellectual capital and earnings per share of the investors.

Samiloglu (2006) have revealed the relationship between the ratio of market value to book value and intellectual
capital in the research they have conducted in the Turkish banking sector. According to the findings of research they
have concluded that there is a significant relationship between intellectual capitals with the ratio of market value to
book value (Samiloglu, 2006). Tan et al. (2007) have been examined the relationship between intellectual capital and
financial performance of the firms operating in the Singapore Exchange. In order to reveal this relationship, they
used earnings per share, equity and annual earnings per share as the determinants of financial performance, and they
used intellectual capital management to measure intellectual capital. According to the results they have argued that
there is a positive relationship between financial performance and intellectual capital. Firer and Williams (2003) have
used adding value of intellectual capital to measure the relationship between intellectual capital and business
performance in Africa. According to the findings of research they have concluded that there is not a relationship
between the three elements of intellectual capital (human capital, structural capital and relational capital) and
profitability, productivity and market value (Firer and Williams, 2003).

Marian (2011) has carried out a study which was aiming to present the effect of intellectual capital on the
financial performance of the firms in Romania. Marian has proven that there is a positive relationship between
intellectual capital and financial performance of the firms (Marian, 2011). Salman et al. (2012) as a result of their
research they have argued that there is a relationship between intellectual capital and business performance. On the
other hand Setayesh and Kazemnejad (2010) have investigated the effect of intellectual capital on the performance of
firms operating in the Tehran Stock Exchange. According to the study of Setayesh and Kazemnejad (2010) between
there is a positive correlation between intellectual capital and asset turnover rate in the period 2002 and 2007.

Sen (2014) has investigated the effect of adapting the International Financial Reporting Standards on intellectual
capital of the firms, which are producing agricultural or agricultural-based products and traded in Istanbul Stock
Exchange, and concluded that the adaptation of International Financial Reporting Standards has no statistically
significant effect on the intellectual value added coefficient. Kurgun and Akdag (2013) have investigated the
relationship between intellectual capital and organizational performance at the hotels by using the data collected
from hotel managers. According to the results of the study, there is a positive relationship between organizational
performance and customer capital and also there is a positive correlation between structural capital and
organizational performance (Kurgun and Akdag, 2013). Acar and Dalgar (2005) stated that intellectual capital can
only measure with the information presented in accounting information system.

According to the results of research aimed at revealing the relationship between the business and financial
performance with intellectual capital it can be concluded that there is a positive relationship with the dimensions of
intellectual and financial performance. It was concluded that there is not the relationship between profitability and
intellectual capital only in research carried out in African businesses.

3. Research Model

Figure 1 illustrates the research model. It is assumed that there is a direct and positive association between
financial performance and intellectual capital (Stewart, 1997). As a result of the information obtained from reviewing
the literature, intellectual capital is divided into three sub-categories: human capital, structural capital and relational
capital. The following hypotheses are established in accordance with the goals desired to be reached within the study
and the literature mentioned above;

H,: There is positive relationship between intellectual capital (IC) and respectively human capital (HC), structural
capital (SC), and relational capital (RC) in the travel agents.

H,: There is positive relationship between HC and respectively innovation and creation, training and education, and
experiment and expertise in the travel agents.

Hs: There is positive relationship between SC and respectively system and programs, and R&D in the travel agents.
H,4: There is negative relationship between SC and intellectual proprietary rights in the travel agents.

Hs: There is positive relationship between RC and respectively knowledge about partners, suppliers and customers,
and relationship with partners, suppliers and customers in the travel agents.

Hs: There is positive relationship between RC and alliances, agreements and licensing in the travel agents.

H-: There is positive relationship between HC, SC, and RC and financial performance in the travel agents.
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Figure-1. Research Model
Source: Prepared by authors

4. Methodology

The questionnaire was developed towards travel agents operating in the hospitality sector by benefiting from the
questionnaire included in the study conducted by Geri (2012) in order to present performance values of the travel
agents and their position in the market and the questionnaire developed by Sharabati et al. (2010) to measure the
intellectual capital and its sub-dimensions. The survey consists of two parts. In the first part, six questions were
asked to the participants to determine the characteristics of staff (distribution of inexperienced staff, ratio of staff
with professional experience, ratio of staff who know at least two languages) working in the travel agents included in
the study. In addition ratio of on the job training expenses in the operating expenses and ratio of R&D expenses in
the operating expenses were asked the travel agents in the first part of questionnaire. In the second part of the
questionnaire, a total of 92 statements related to the sub-dimensions of intellectual capital such as human capital (32
statements), structural capital (30 statements) and relational capital (30 statements) were given to the travel agents
with 5-point Likert Scale (1: | strongly disagree; 5: Strongly agree). A total of 14 statements related to financial
performance were given to the travel agents included in the study with 5-point Likert Scale (1: | strongly disagree; 5:
Strongly agree).

Croanbach's Alpha (CA) value was calculated in order to test the reliability of the questionnaire used in the
study. The CA value of human capital was identified as 94 %, whereas the CA value of structural capital was
identified as 95 %, the CA value of relational capital was identified as 95 % and the CA value of financial capital
was identified as 91 %, respectively. The questionnaire can be considered as reliable since the Croanbach's Alpha
(CA) value is greater than 70% (Hair et al., 2009).

The target population of this study is travel agents operating in Antalya, where the study is conducted in. The
data were obtained through a total of 71 questionnaires applied to the middle and senior managers of randomly
selected travel agents.

The frequency analysis is performed for the inexperienced staff rate, ratio of staff with professional experience,
ratio of the staff who knows at least two languages, ratio of on the job training expenses in the operating expenses
and ratio of R&D expenses in the operating expenses in order to reveal the staff characteristics of travel agents.
Then, intellectual capital, human capital, structural capital, relational capital and financial performance are
dimensioned as in the work carried out by Sharabati et al. (2010). Intellectual capital is dimensioned as human
capital, structural capital and relational capital. Human capital is collected in three dimensions as innovation and
creation (11 statements), learning and training (11 statements), experience and expertise (10 statements). Structural
capital is collected in dimensions as systems and programs (10 statements), R&D (10 statements) and capital
property rights (10 statements), while the relational capital as relationships with partners (10 statements), customer
relations (10 statements) and agreements (10 statements). Then the financial performance scale is collected in one-
dimension. Reliability analyses were performed for each of the dimensions obtained and Cronbach's Alpha values
were determined between 84 % to 93 %. It could be argued that all dimensions are reliable due to Cronbach's Alpha
value are over 70 % (Hair et al., 2009). Then, correlation and regression analysis were performed to test the
hypothesis.

5. Analysis and Results

The frequency analysis was performed in order to present the features related to the staff of the travel agents
included in the study and the results are summarized in Table 1. As seen in Table 1 in terms of the distribution of
inexperienced employees in travel agents, 1-10% comes first followed by 0%, respectively. Since the ratio of
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inexperienced staff is low, it can be concluded that the participant travel agents prefer to recruit educated, trained and
experienced staff to be working in the travel agents. Similarly, since the ratio of staff with professional experience in
travel agents is higher than 30%, these agents prefer to recruit professionals in travel agents. In addition, as it can be
seen in Table 1, the ratio of the staff who knows at least two languages is 11-20 %.

Table-1. Features Related to the Staff of the Travel Agents
Distribution of Inexperienced Staff

n %
%0 44 26.7
% 1-10 53 32.1
% 11-20 39 23.6
% 21-30 18 10.9
% 30+ 11 6.7
Not Answered 13 0
Total 178 100
Ratio of Staff with Professional Experience

n %
%0 1 .6
% 1-10 23 13.5
% 11-20 49 28.8
% 21-30 39 22.9
% 30+ 58 34.1
Not Answered 8 0
Total 178 100
Ratio of the Staff Who Knows at Least Two Languages

n %
%0 3 1.8
% 1-10 43 25.4
% 11-20 56 33.1
% 21-30 33 19.5
% 30+ 34 20,1
Not Answered 9 0
Total 178 100

Source: Prepared by authors

Some questions are asked to the staff regarding on the job trainings and R&D expenses and the ratio of these
expenses in operating expenses in order to present the importance given to training and R&D activities by travel
agents. For that aim, the distribution of the questions about job trainings, R&D expenses and the ratio of these
expenses in operating expenses were analyzed and results shown in Table 2. Since the ratio of on the job training
expenses in the operating expenses is between 1-10% as seen in Table 2, it can be concluded that the travel agents do
not pay enough attention to the job trainings of their staff. However, we can conclude that the R&D in travel agents
is sufficient because as seen in Table 2 the ratio of R&D expenses in operating expenses is % 1-10 and % 11-20.

Table-2. Ratio of Training and R&D Expenses in Operating Expenses
Ratio of on the Job Training Expenses in the Operating Expenses

n %
% 0 11 6.6
% 1-10 92 55.1
% 11-20 36 21.6
% 21-30 23 13.8
% 30+ 5 3.0
Not Answered 11 0
Total 178 100
Ratio of R&D Expenses in the Operating Expenses

n %
% 0 19 11.5
% 1-10 46 27.9
% 11-20 45 27.3
% 21-30 40 24.2
% 30+ 15 9.1
Not Answered 13 0
Total 178 100

Source: Prepared by authors

According to a question asked to the travel agents to see the changes in their market shares, it has been observed
that the number of the agents claiming that their shares in the market have been increased in the last five years is 118
(66.3 %) (Table 3). The market shares of 21.9 % of the firms have not been changed, whereas 11.8 % of the firms
said that their market share has been reduced for the last five years. According to results, we can conclude that
market share of travel agents have been increased in last five years.
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Table-3. Please Indicate Yours Last 5 Years Market Changes

n %
Increased 118 66.3
Not changed 39 21.9
Reduced 21 11.8
Total 178 100

Source: Prepared by authors

The correlation analysis was performed to test the hypotheses of the study. The results of the correlation analysis
which was performed in order to see whether there is a positive correlation between intellectual capital of the travel
agents and human capital, structural capital and relational capital, respectively, are given in Table 4. According to
Table 4, there is a strong correlation between intellectual capital and human capital, structural capital and relational
capital. Since the human capital, structural capital and relational capital are considered as the basic elements of
intellectual capital, this is a major cause of this strong relationship (Curado and Bontis, 2007; Sharabati et al., 2010).
Hypothesis 1 is accepted based on these findings.

Table-4. Relationship Between IC with HC, SC and RC

Human Capital Structural Capital Relational Capital
Intellectual Correlation Coefficient .893 .925 .862
Capital Significant .000* .000* .000*
N 178 178 178

*Correlation is at 0.01 level

The correlation analysis carried out in order to test hypothesis 2 (there is positive relationship between HC and
respectively innovation and creation, training and education, and experiment and expertise in the travel agents).
Result is summarized in Table 5. According to Table 5, there is a positive correlation between human capital with
respectively innovation and creation, training and education, experiment and expertise. The results support
hypothesis 2. According to the findings, the travel agents with human capital are more advantageous than other firms
in terms of respectively innovation and creation, training and education, experiment and expertise.

Table-5. Relationship Between HC with Innovation, Training, and Experiment

Innovation and Creation | Training and Education | Experiment and Expertise
Human | Correlation Coefficient | .918 .904 922
Capital | Significant .000* .000* .000*
N 178 178 178

*Correlation is at 0.01 level

The results of the correlation analysis in order to test the hypothesis 3 and 4 are presented in Table 6.

Table-6. Relationship Between SC with Systems, R&D, and intellectual proprietary rights

Systems and Programs R&D Intellectual proprietary rights
Structural C_orrglgtion Coefficient | .894 .908 .879
Capital Significant .000* .000* .000*
N 178 178 178

*Correlation is at 0.01 level

According to Table 6, there is a strong correlation between structural capital and systems and programs, R&D
and intellectual proprietary rights. The results support hypothesis 3, while they don’t support hypothesis 4. It can be
result of the difficulties to obtain patents and copyrights in travel agents. Although there is a positive relationship
between structural capital and intellectual proprietary rights, according to a study conducted by Sharabati et al.
(2010) applied on pharmaceutical sector, there is a negative relationship between structural capital and intellectual
proprietary rights. Sharabati et al. (2010) have considered patents and copyrights as the causes of this negative
relationship.

The results of the correlation analysis in order to test the hypothesis 5 and 6 are presented in Table 7. According
to Table 7, there is a strong and positive relationship between relational capital of the travel agents with their
knowledge and relations about partners, suppliers and customers, respectively. In addition, a strong and positive
relationship has been found between relational capital of the travel agents and their alliances, agreements and
licensing. The results support hypothesis 5 and 6.

Table-7. Relationship Between RC with Customers, Suppliers, and Partners

Knowledge about | Relations about | Alliances,
partners, suppliers, | partner, supplier, | agreements and
customers customer licensing
Relational Cprrgl_ation Coefficient | .849 914 921
Capital Significant .000* .000* .000*
N 178 178 178

*Correlation is at 0.01 level

The results of the correlation analysis in order to test the last hypothesis of the study, which is “in travel agents,
there is a positive relationship between financial performance and human capital, structural capital and relational
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capital, respectively” are given in Table 8. According to Table 8, there is a moderate correlation between financial
performance of travel agents and their human capital, structural capital and relational capital, respectively. As long as
the human capital, structural capital and relational capital of travel agents increases, their financial performances also

increase. According to the results, the hypothesis 7 is accepted.

Table-8. Relationship Between Financial Performance with HC, SC, and RC

Human Capital | Structural Capital Relational Capital
Financial C_orrgl_ation Coefficient | .468 514 .508
Performance Significant .000* .000* .000*
N 178 178 178

*Correlation is at 0.01 level

The regression model is performed to reveal the impact of intellectual capital on financial performance and result

summarized in Table 9.

performance formulated as FP=0.692+(1C)0,720 by using Table 9.

As seen in Table 9 the generated model is significant at the 0.01 level. Financial

Table-9. The Impact of Intellectual Capital on Financial Performance
Independent Variables B t Significant
Constant (C) .692 3.981 .000*
Intellectual Capital (1C) 720 8.847 .000*

R* .31 F:78.275
*p<.01

Dependent Variables: Financial Performance (FP)

Table 10 shows the regression models performed to find out the impact of sub-components of intellectual capital
on the financial performance.

Table-10. The Impact of Sub-components of IC on the Financial Performance.

Independent Variables B t Significant
Constant (C) .687 3,921 .000*
Human Capital (HC) .246 1,996 .168
Structural Capital (SC) .158 1,385 .047*
Relational Capital (RC) .321 3,921 .004*

R* .31 F: 26.322
*p<.05
Dependent Variables: Financial Performance

According to Table 10 human capital has only not effects on financial performance. Relationship capital and
structural capital have impact on financial performance of travel agents. The relationship capital has more impact on
financial performance than other capitals because travel agents have more and strong relationships with partners,
customers and alliances.

The results of analyses performed in order to test the hypothesis of the study are summarized in Table 11.
According to Table 11, the Hy, H,, Hs, Hs, Hg and H-; have been accepted, whereas H, was rejected.

Table-11. Summary of Results

H, There is positive relationship between intellectual capital (IC) and respectively human capital (HC), | Accepted
structural capital (SC), and relational capital (RC) in travel agents.

H, There is positive relationship between HC and respectively innovation and creation, training and | Accepted
education, and experiment and expertise in travel agents.

Hs There is positive relationship between SC and respectively system and programs, and R&D in | Accepted
travel agents.

H, There is negative relationship between SC and intellectual proprietary rights in travel agents. Rejected

Hs There is positive relationship between RC and respectively knowledge about partners, suppliers and | Accepted
customers, and relationship with partners, suppliers and customers in travel agents.

Hg There is positive relationship between RC and alliances, agreements and licensing in travel agents. | Accepted

H, There is positive relationship between HC, SC, and RC and financial performance in travel agents. | Accepted

Source: Prepared by authors

6. Conclusion

The primary objective of this study is to reveal the relationship between intellectual capital of travel agents and
their financial performance. In this context, the literature related to intellectual capital and financial performance has
been reviewed. The questionnaires, which are valid in the literature, developed by Geri (2012) and Sharabati et al.
(2010) are adapted to travel agents. The data were obtained by applying the questionnaire to the middle and senior
managers of the travel agents.

In the study, we have found a strong and positive relationship between intellectual capital and human capital,
structural capital and relational capital. The strong and positive relationship between human capital and creation and
innovation, learning and education, experience and expertise in the travel agents shows that these companies increase
their human capital. In addition, the systems, R&D and capital ownership rights owned by travel agents increase the
structural capital. A strong and positive relationship has been found between relational capital of the travel agents
and their agreements, partnerships and contracts. According to the correlation analysis performed for the primary
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objective of the study, there is a moderate correlation between financial performance of the travel agents and their
human capital, structural capital and relational capital, respectively.

According to the findings, there is a positive relationship between intellectual capital (human capital, structural
capital and relational capital) of the travel agents and their financial performance and intellectual capital affects the
financial performance of the travel agents. Therefore, intellectual capital of the travel agents should be increased in
order to increase their financial performance. Travel agents should pay more attention to education, training,
innovation, R&D activities, systems, and relationships with suppliers, relationships with partners, and relationships
with customers, agreements, contracts and partnerships in order to maintain and improve their intellectual capital and
they should make more spending for these.

This study was conducted with the travel agents operating in tourism sector and it has been aimed to contribute
to the literature in this regard. For the future studies, more participants are needed in order to generalize intellectual
capital and financial performance into tourism sector and present to what extent financial performance is affected by
intellectual capital in the tourism sector.
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