INTELLECTUAL CAPITAL

Intellectual Capital is depleted through disused knowledge, turnover of people, retired personnel and attrition within the organization.  Discarded knowledge may be difficult to control, but retaining knowledge can preserve Intellectual Capital.  Businesses spend thousands of dollars each year retaining paper, processes and people.

As illustrated below, Intellectual Capital is the primary resource for creating knowledge-based products, improving quality and services.  






On-the-job Intellectual Capital is an underutilized off-balance sheet asset.  DANGER ZONE consequences when Intellectual Capital is NOT captured and shared in the company.  Right now, think to yourself about all the knowledge and expertise you have at your company.  “What if 35% of your employees retire in 2003 without leaving behind their skills, knowledge and abilities?”  “What would be your reaction?”  To fill all the positions with the exact replica’s of what was lost, literally lost at your expense.  Let’s assume Company A decided to extract all the knowledge and expertise of their employees via documentation and train the trainer.  Company A will not skip-a-beat when attrition of sorts hits or whatever change happens.  Company A stays competitive and prosperous.  “What will be the consequences for the other companies who considered Intellectual Capital a room at the White House?”

What is unique about Intellectual Capital?

Intellectual Capital is an off balance sheet asset because current accounting methods are not well suited to capture the value of Intellectual Capital.  However, the value of a company’s Intellectual Capital is often reflected in its stock price.  This explains why a company such as Microsoft trades at a market value far in excess of its book value.

 You’ll find this thought provoking.  Intellectual Capital is an asset not owned by the business; it’s not stored on the factory floor as are traditional capital assets.  In fact, Intellectual Capital goes home after an eight-hour work shift, 7a.m., 11p.m., and 5 p.m.  It resides in the minds of the people of an organization. 

What is Intellectual Capital?

It is the collective knowledge and expertise of the people within an organization to include inventiveness, ingenuity, tricks of the trade and creativity that is important to product, quality and service.  

Why has Intellectual Capital become important?

As the economy has shifted, Intellectual Capital has emerged as the primary element of production.  Land and labor were the main elements in the Agricultural Era.  The Industrial Era saw a shift in the economic means production to primarily labor and capital.  In the Knowledge Era, intellect and capital have become the primary factors of production. 
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How is Intellectual Capital created?

It is captured in documentation paper, processes, people and train the trainer.  It is created through learning, an environment that supports learning new knowledge and retaining knowledge.  In the Knowledge Era, the ability to learn and retain faster than the competition may be the only truly sustainable competitive advantage.  

Here’s the million-dollar question: “When are you going to get started?”  

Thank you. 

Carrie A. Van Daele

Van Daele & Associates, Inc.
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