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Abstract 

The study aims to clarify credit risks and ways to reduce them, describe the foundations of credit risks, and analyze 
credit risk indicators in Iraqi commercial banks for the period (2010-2020). Total deposits and the ratio of doubtful 
debts to total assets, and some challenges faced by commercial banks, including the weakness of banking services in 
Iraq, compared to the number of types of services provided by Arab and international banks. The study reached a set 
of conclusions, the most important of which is that the total credit ratio The cash to total deposits was high 
compared to other indicators. The study also recommended that banks diversify their investment portfolio and not 
focus on a specific field to avoid any banking crisis. 
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Introduction 

The subject of credit risk occupies particular 
importance in commercial banks, especially in 
recent times after the global crises that led to the 
collapse of many commercial banks due to the 
dangers faced by those banks. Today, banks face 
various banking risks that vary in degree of 
seriousness from one bank to another, the most 
important of which is credit risk. The Iraqi banking 
sector is one of the most critical sectors in the 
country, as it is witnessing remarkable growth in all 
its indicators, which calls for maintaining this 
development and studying credit risks to come up 
with recommendations that help mitigate these 
risks in Iraqi commercial banks, as the instability in 
the Iraqi banking environment as a result of 
uncertainty and the difficulty of predicting the 
future made it necessary for banks to protect 
themselves from credit risks.Therefore, this study 
analyzes credit risk indicators in Iraqi commercial  
 
banks. There are a set of indicators of credit risk in 
Iraqi commercial banks that must be analyzed to 

give a clear vision of the state of the bank and 
clarify the likelihood of risk exposure. The 
importance of this study stems from the 
importance of commercial banks and the need to 
highlight the indicators of credit risk in them 
during the period of the study (2020-2010) to 
avoid the occurrence of any shocks or setbacks that 
may lead if they occur to significant problems at the 
level of the national economy as a whole, especially 
if we know that credit risk is one of the essential 
indicators of the success or failure of commercial 
banks in performing their activity.   The study 
attempts to reach several of them, including 
building a knowledge framework to show and 
clarify the relationship between credit risk 
indicators in Iraqi commercial banks, explain the 
factors affecting credit risk and methods of 
reducing them, and know the level of relationship 
between credit risk indicators in Iraqi commercial 
banks. 
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The Theoretical framework of Credit Risk 
Concept and Sources 

Credit risks arise due to the bank's resort to 
providing loans or credit to individuals and various 
economic sectors, with its inability to recover its 
rights represented in the principal of the loan and 
its interests on the specified maturity date. Credit 
risks have increased since the last century, 
especially after the previous world war, due to the 
increase in credit. Its duration has improved and 
grown in the current century, especially after the 
last financial crisis, due to the separation of the 
monetary economy from the real one. Debt) is large 
beyond the capacity of the economy or market. 
 

The Concept of Credit Risk  

Credit risk is the possibility that the borrower will 
not repay the loan under the agreed terms that 
result when an individual or company defaults on a 
financial obligation. This risk increases with an 
increased probability of default (ARINDAM). 
Borrowers are unable or unwilling to meet their 
commitments. Thus the lenders do not obtain the 
loan principal and the accrued interest, which leads 
to interruption of cash flows and an increase in 
collection costs (). Completing the resulting 
obligations and then agreeing upon them by the 
contracting parties means failure to provide goods 
and services, refusal to provide loans or banking 
facilities, or failure to pay all borrowed amounts on 
time (). The credit risk arises from the following 
four circumstances ( ): 
1. A counterparty defaults on a basic financial 
obligation. 
2. Increasing the possibility of defaulting on the 
agreed-upon obligation. 
3. A higher-than-expected risk of loss resulting 
from a lower-than-expected decline, recovery, or 
higher-than-expected exposure at the time of 
default. 
4. The default of the counterparty concerning the 
payment of funds for goods or services that have 
already been provided (settlement risk), which 
includes variables that directly affect credit risk, 
namely: - 
A- The ability and willingness of the debtor (lender, 
counterparty, issuer, etc.) to fulfill its obligations. 
b- The external environment (operating conditions, 
country risks, business climate, etc.) to the extent 
that it affects the probability of default or the 

severity of the loss or exposure upon default. 
C- Characteristics of the related credit instrument 
(product, issuance facilities, debt guarantee, 
loan...etc.). 
d- The quality and adequacy of any credit risk 
mitigation means (credit enhancement 
guarantees...etc.). 
 

Components of intellectual capital efficiency 

Intellectual capital efficiency consists of structural 
and human capital and assets (thinking and non-
thinking). This distinction was reached because 
people (human capital) need different management 
methods than structural capital. Another difference 
was proposed by Brooking, which identifies four 
components of intellectual capital efficiency: 
(Brennan & Connell, 2000: 5). Market assets. 
Human-focused assets. INTELLECTUAL PROPERTY 
ASSETS. Infrastructure assets 
 

The importance of intellectual capital efficiency 

The efficiency of intellectual capital is of great 
importance in the organization and has been 
explained by (Shahzad et al., 2021: 3 &Olarewaju& 
Msomi, 2020: 1 & Castillo et al., 2019: 568 & (de 
Pablos, 2005: 145) as follows: 
1. Intellectual capital efficiency gives a more robust 
organizational culture to the organization and thus 
supports a high level of innovation in products and 
processes and also motivates staff to demonstrate 
more productive behavior 

Intellectual capital efficiency is one of the critical 
factors in a market environment that promotes the 
growth and competitiveness of the organization. 
3. Helps assess the abilities and skills of people in 
the organization to generate knowledge from 
individual learning.  
4- It is a differential factor for the new economy as 
it acts as a production factor capable of generating 
competitive advantages in the organizations.  
5. Capture employees' different experiences for the 
organizational benefit and share their collective 
knowledge across different operational levels, 
maximize production with minimal resources, and 
do things correctly from the first time. 
 

Managing the efficiency of intellectual capital 

Most scholars rely on two frameworks for 
managing intellectual capital efficiency: the Skandia 
& Dow Chemical Framework. 2010: 382 & Brennan 
& Connell, 2000: 19). Dow  Chemicals has 
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developed a vision, functional systems, and tools to 
manage its intellectual assets that have been in use 
since 1993.   2000: 20). 
Portfolio phase: Identifies existing intellectual 
assets. 
Classification stage: The "use" of intellectual assets 
is determined in terms of what works are.  
Strategy phase: Integrating intellectual assets to 
maximize value and identify the intellectual assets 
needed to fill any strategic gaps. 
Evaluation phase: Developing a strategy and 
harmonizing the management of intellectual assets. 
Competitive evaluation phase: understanding the 
competitive environment of intellectual assets. 
Investment Journey: Buy the technology needed to 
achieve strategic business objectives. 
 

Ways to measure the efficiency of intellectual 
capital 

Qualitative way to measure intellectual capital 
efficiency: Measuring intelligent capital efficiency 
can be classified into four indicators: human 
resources, customers, technology, and processes. 
However, they are not accurately defined and may 
overlap in some cases. For example, processes are 
included in the other three categories of indicators. 
Therefore, these indicators have also been used to 
develop a measurement model.  
Human resources: Human-focused measurements 
reflect and develop human capital in companies. 
Customer: The customer focuses on assessing 
customer value for companies. Technology: 
Effective use of technology. Information technology 
and expenditure are also measured for each 
employee within the organization. Processes: The 
process focuses on efficiency measures such as 
time, workload, error ratios, and quality. The 
authors and researchers have identified measures 
of intellectual capital efficiency in three 
dimensions: 
Human capital: Members of the Organization have 
implicit individual knowledge (i.e., internal skills 
necessary to perform their functions). 
Subramaniam &Youndt (2005: 451) has defined 
human capital as "the knowledge, skills, and 
capabilities that exist with individuals and are used 
by them."  
Customer Capital: Knowledge of marketing 
channels and customer relationships is the central 
theme of customer capital. Frustrated managers 
often don't realize they can benefit from a wealth of 
knowledge from their customers. Factual 

knowledge is embedded in customers, suppliers, 
government, or industrial unions (Bontis, 1998:67). 
(Mavridis, 2004: 94) has defined physical capital as 
"the knowledge embedded in the interactions 
between individuals and available through them 
and used through interactions between individuals 
and their mutual relationship networks. 
Structural capital: The organization embodies the 
implicit structural knowledge, which exists in 
countless relationships that enable the organization 
to operate in a coordinated manner, but is 
reasonably understood by the participants in the 
relationship and a few others. Business in general. 
An individual can have a high level of intelligence. 
Still, if the organization has poor systems and 
procedures to track its actions, the efficiency of 
total intellectual capital will not reach its full 
potential (Bontis, 1998: 66). 
The way you measure the efficiency of my thought 
capital 
In this way, we divide the efficiency of intellectual 
capital into three components: human capital, 
structural capital, and physical capital. t that uses 
the financial statements and the following notes 

 VAIC = HCE + SCE +CEE 

VAIC: Represents  the added value of intellectual 
capital efficiency andCEE: represents the efficiency 
of physical capital  
HCE: Represents the efficiency of human capital 
and represents SCE: structural capital efficiency 

 This model begins with the organization's ability to 
create added value. Value added is the difference 
between home and abroad.  
Value Added  (VA): Value-added can be calculated 
by the following equation: 
R –S VA = 

While VA: Represents Value Added and Represents  
R: Revenue S: Represents Costs 
B. Human Capital Efficiency (HCE): The human 
capital efficiency factor refers to the amount of 
value-added (VA) per amount spent on employee 
expenses (wages and salary) in the company 

CE = VA / HCH = (value added) / (Total employee 
expenses for company salary and benefits) 

 HC = total paid salary and human resources wages 
= total expenses of the company's employees 

Where HCE represents the efficiency of human 
capital, VA: represents value-added HC: represents 
employee expenses (wages and salary) 

C. Physical Capital Efficiency  (CEE): This item 
refers to the value-added ratio (VA) to the physical 
capital used, the index of which can be obtained 
through the following relationship: 
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EEC = VA / EC 

= Value-added/tangible assets, where CE = total 
assets - intangible assets = tangible assets. 
CEE represents the efficiency of physical capital  : 
VA: represents CE value-added: represents tangible 
assets 

D- Structural Capital Efficiency  (SCE):  The second 
relationship is "Structural Capital Efficiency (SCE)," 
which refers to the contribution of structural 
capital to the creation of value-added. HC. In this 
way, the second relationship between VA and SC 
will be  calculated in the following way: 
SCE = SC / VA 

= (structural capital) / (value-added) 

SC = VA – HC 

= (value-added) - (total employee salary expenses 
for the company) 

Where SCE: Represents structural capital efficiency,  
SC: Represents structural capital, VA: represents 
value-added, and HC: represents employee 
expenses.  
 

The concept of value-added to shareholders 

The value added to shareholders is one of the 
different factors affecting stock prices. This is done 
by understanding how information affects the 
share price, as the faster the price responds to 
information, the more efficient market (Chung & 
Hrazdil,2011: 12). Value-added can also be labeled 
as economic profit. 
It can also be defined as the wealth the organization 
has created with its efforts and workers, including 
wages, interest, dividends, taxes, extinction, and 
retained profit. It uses the characterization of 
performance as a measure of the value of wealth 
that the organization has created during a given 
period. Still, a value-added list is a tool for assessing 
the performance of the accounting unit from the 
point of view of the national economy because it 
gives us an indication of the contribution of the 
accounting unit to the creation of income and 
national products. In the eyes of economists, the 
added value of the project means the value of the 
project's total output minus the value of the inputs 
and the disappearance of the fixed assets resulting 
from its production. (Venugopal et al., 2018: 5). He 
also defined it (Mahmoud, 2006:23) as (the 
increase in the market value of goods and services 
used by the enterprise, which emerged from the 
facility as a final result of its activity). 
 

Owners of  the company 

They are individuals or groups with interests or 
share with the company, giving them the right to 
ask about the nature and how they perform." As a 
result, the organization can maximize the wealth of 
shareholders. In addition, investors will invest in 
the company. Therefore, the organization has left 
its old activities from increasing sales to focusing 
on adding value to the company (Alexander and 
Destriana 2013). 
 

Key factors that can create added value for the 
organization 

Here are some of the critical factors that help create 
added value for the organization as mentioned  
byLargania, 2012: 495; Chari;  Mohanty, 2009: 19) 
as follows: 
1. Cost leadership and differentiation: Michael 
Porter distinguishes between two types of 
competitive advantages: cost leadership and 
differentiation. If a company decides on a cost-
driving strategy, its goal will be to achieve the 
lowest costs in its industry to produce a particular 
commodity or service. With a differentiation 
strategy, the organization tries to differentiate itself 
from its competitors by selecting the features that 
customers want other companies in the same 
market cannot copy.  
2. Adapting the Organization: Constant change 
requires technological leadership from companies 
to remain in the global market.  
3 . Strategic innovation: Strategic innovations do 
more than just help achieve a competitive 
advantage, helping undermine competitors' 
standing.  
Compensation and incentives: The division of 
ownership and control in large public companies 
results in what is known as agency costs. 
Improving the capital structure: Since high 
indebtedness often increases the total cost of 
capital, the organization can create added value for 
its shareholders by paying off excess capital 
(capital). 
. Financial engineering: In the financial sector, in 
particular, there are several ways in which financial 
engineering can increase the organization's value. 
7. Communications: Information is a critical factor 
in increasing shareholder value 

8. Search for Opportunities: Seeing the gaps 
between current products in the market and the 
needs and desires of the consumer. 
9. Understanding customers: Understanding what 
the customer finds valuable. Why buy the product? 
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What are the primary benefits they want? Are there 
other factors they consider? 

 

Shareholder Value Added Index 

The value-added shareholder index represents 
economic profits from the business that exceeds 
the minimum required returns from all RAS L 
providers. Al, 2012: 3391). SVA is calculated  
through the following equation:  
SVA = Corporate Value – Debt 
 The researcher measured the value-added of 
shareholders (Largani et al., 2012: 495) with two 
variables: 1- Market value adjusted for dividends 
and changes. 
The market adjusts natural stock returns. Both 
variables are grouped over the president's term. 
 

The Methodology of Research      

Industrial companies in Iraq faced several 
difficulties and challenges that caused the decline of 
the industrial sector. They affected the economic 
performance in general, as the industrial sector in 
Iraq was paralyzed by the deteriorating security 
situation and the suspension of most production 
lines and the obsolescence of the technology used, 
and the adoption of the policy of commodity 
dumping as well as the financing problems of the 
distrust of commercial banks due to the losses 
suffered by these companies. 
Intellectual capital efficiency is a strategic resource 
that possesses all the characteristics of strategic 
assets and relies primarily on the human element 
to achieve sustainable competitive advantage. 
Depending on individuals' skills, expertise, and 
competencies helps to create added value that will 
improve efficiency and performance in general, 
necessarily leading companies to reach the 
required level of performance in the long run 
(Alwan,  2018:179 ). 
This research highlights how value-added to 
shareholders is created by investing the efficiency 
of intellectual capital in manufacturing companies 
listed on the Iraqi Stock Exchange and how this 
value affects value-added shareholder indicators.  
Through the preceding, the problem of research lies 
in the central question: 
(How much does intellectual capital efficiency 
contribute to  strengthening value-added indicators 
for shareholders in industrial joint-stock 
companies in Iraq?)  A range of questions can arise 
from the research problem, the most prominent of 
which are:  

What is the level of intellectual capital efficiency in 
Iraqi companies under study?  
 What is the level of value-added indicators for 
shareholders in Iraqi companies under study?  
How does intellectual capital efficiency affect 
improving value-added indicators for shareholders 
in industrial companies under study? 
What kind of relationship exists between the brain 
head's efficiency and shareholders' added value in 
the industrial companies under study? 
The importance of the current research lies in two 
main aspects, namely the theoretical and practical 
aspects, where the scarcity of previous cognitive 
efforts which addressed the variables of the 
everyday research-based on related literature to 
know the causal relationship between the variables 
of the current broadcast, stimulated by addressing 
an intangible variable represented by the efficiency 
of intellectual capital and the extent to which it 
affects the indicators of value-added to 
shareholders. The current research variables are 
one of the main pillars of organizations at present 
and help industrial joint-stock companies to benefit 
from their intellectual capital in the long run. 
Current research helps draw Iraqi manufacturing 
companies' attention by knowing how to invest 
intangible resources in these companies effectively.  
The current research results help improve the 
reality of industrial companies contributing to Iraq 
by knowing the availability of the efficiency of 
intellectual capital.  
The current research helps draw the attention of 
researchers and specialists to the implications of 
intangible resources and how they affect 
shareholder's added value in Iraqi manufacturing 
companies.  
The efficiency of intellectual capital is a  relatively 
recent topic, especially in Arab countries, so relying 
on this model in the current research will 
contribute significantly to achieving positive results 
that will reflect on the performance of the 
organizations if applied and employed correctly. 
Urge industrial companies in Iraq to develop and 
invest in intellectual capital efficiency by relying on 
talent and competencies, reducing career sagging 
and thereby reducing costs and maximizing value. 
 

The current research seeks to achieve a set of 
objectives reviewed by the researcher 
successively the below 

To know the level of intellectual capital efficiency 
indicators in industrial joint-stock companies in 
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Iraq. 
Find out the level of value-added indicators for 
shareholders in Iraqi companies under study and 
how to use their financial resources to achieve this 
level. 
Find the relationship between intellectual capital 
efficiency and value-added indicators for 
shareholders in industrial joint-stock companies in 
Iraq. 
To know the extent to which the components of 
intellectual capital efficiency and any of these 
components have the most significant impact on 
achieving the added value of shareholders. 
 

Hypotheses Development  

Identifying the research problem to be studied and 
seeing the previously identified efforts related to it 
requires the researcher to find specific hypotheses 
that serve as proposed temporary or preliminary 
solutions to be tested in different ways and means 
to confirm or deny them.   
1. The central hypothesis: it has been assumed that 
there is a morally  significant impact related to the 
efficiency of intellectual capital  in the added value 
of  shareholders 

2. The hypothesis of the first branch: a  morally 
significant impact relationship has been assumed 
for the efficiency of human capital in the added 
value of shareholders. 
3. The second sub-hypothesis was assumed to have 
a morally significant impact related to the efficiency 
of structural capital in the value-added of 
shareholders. 
4. Sub-hypothesis III:  A  morally significant impact 
relationship has been assumed for the efficiency of 
physical capital in the value-added of shareholders. 

 

Data collection tools  

Theoretical aspect: The researcher used to cover 
this aspect of the research with the available 
foreign sources of studies and analysis available on 
the Internet, as the Internet was an essential aspect 
in the researcher's access to the latest research and 
studies that covered the theoretical aspect of the 
research. 
Practical aspect: Reports will be adopted from the 
income statement and balance sheet of industrial 
companies listed on the Iraqi Stock Exchange that 
have been published on their website. 
The target research community is usually selected 
before selecting the research sample as the 

research sample must include the same 
characteristics as the community concerned. As it is 
helpful to choose the community that achieves the 
research objectives and then the sample is selected, 
the target community of the current research is the 
industrial joint-stock companies listed on the Iraqi 
Stock Exchange, the 25 joint-stock companies. 
The research sample was selected under the 
current research requirements, as the industrial 
sector of Iraqi joint-stock companies listed on the 
Iraqi Stock Exchange was identified as the total 
number of (25) joint-stock companies, as ten joint-
stock industrial companies were selected and 
whose financial statements are available for the 
period from (2010) to (2020).  
 

The results  

The analysis of the human capital efficiency ratio of 
industrial companies 

Table (1) shows that the industrial rate of human 
capital efficiency (1.127) was the standard 
deviation (2.631) and that the companies that 
achieved higher rates than the public sector rate 
are Mansour Pharmaceutical Industries Company 
(2.631) 4.365), Baghdad Soft Drinks Company 
(2.833), Al-Saa'a Furniture and Carpet Company 
(2,628), Iraqi Date Manufacturing and Marketing 
Company (2.183) and Al Kindi Production 
Company  Veterinary vaccines (1.584) and modern 
sewing company which reached (1.369) while the 
companies that achieved more petite than the 
general rate of companies are Baghdad Packaging 
Materials Industry Company (0.773) and Company 
Chemical and plastic industries (0.363), modern 
chemical manufactures (0.223) and ready-to-wear 
production(0.043) is a negative indicator. 
Financial analysis of the structural capital efficiency 
ratio of industrial companies 

According to the results of table 1, which shows 
that the general industrial rate of structural capital 
efficiency ratio (0.284) was the standard deviation 
(3.271) and that the companies that achieved a 
higher rate than the public sector rate are Mansour 
Pharmaceutical Industries Company  (2.290) and 
Baghdad Beverage Gas (1.698), furniture and 
carpet industry (1.637), Iraqi date manufacturing 
and marketing (1,400), modern sewing company 
(1.084) and Baghdad packaging materials industry 
(0.971) production  Ready-made clothing (0.874), 
modern chemical manufactures (0.606), chemical 
and plastic industries (0.361) and Canadian 
veterinary vaccine production (0.094) are a 
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negative indicator. 
Financial analysis of the efficiency of the physical 
capital of industrial companies 

Table 1 states the overall industrial rate of the 
efficiency of the physical capital  (0). 732) The 
standard deviation (1.524) and the companies that 
achieved higher rates than the public sector were 
the furniture and carpet manufacturers (4,164) and 
the modern sewing company  (1). 570) and the 
production of ready-made clothing (1. 442), Al 
Mansour Pharmaceutical Industries (1.424), 
Chemical and Plastic Industries (1.256), Iraqi Dates 
Manufacturing and Marketing (0.706), and 
Canadian Veterinary Vaccine Production (0. 398) 
and Baghdad Soft Drinks (0. 316) Modern chemical 
manufactures (0.114) and Baghdad packaging 
materials industry(0. 086) it is a negative indicator. 

 

Financial analysis of the efficiency of jaw-ray 

capital for industrial companies 

Table (1) shows that the general industrial rate of 
intellectual capital efficiency has reached (2.143)  
 
and the standard deviation has reached (3.237) this 
indicates a rise for all industrial companies sample 
study and that companies that achieved higher 
rates in The public  sector rate are Mansour 
Pharmaceutical Industries (8.079), The Furniture 
and Carpet Industry (5,155) and Baghdad Soft 
Drinks (4.847) Modern Sewing Company (4.023) 
and Canadian Production  Veterinary vaccines 
(2.076) and Iraqi dates manufacturing and 
marketing (1.489) chemical and plastic industries 
(1.258) and ready-made clothing production 
(0.611) modern chemical manufactures (0.497) and 
Bagdadpackaging (0.112) 
 
 

 

Table 1 Financial Analysis of the ratio of the physical,  structural, physical, and intellectual 
capital efficiency of  industrial companies research sample  for the period (2010 to 2020)  

      The 
efficiency of 
human capital 

 

 
Compan
ies 

Baghd
ad 
Packa
ging 
Mater
ials 
Indust
ry  

Bagh
dad 
Soft 
Drin
ks 

Iraqi 
Dates 
Manufact
uring 
and 
Marketin
g 

Furnit
ure 
and 
carpe
t 
indus
try 

Canadi
an 
Vaccin
e 
Produc
tion 

Mansour 
Pharmace
utical 
Industrie
s 

Chemica
l 
manufac
tures 

Modern 

Mode
rn 
Sewin
g 
Comp
any 

Produc
tion of 
ready-
made 
clothin
g 

Chemi
cal 
and 
plastic 
indust
ries 

   Set up 
for the 
compan
y  

0.773 2,833 2.183 2,628 1.584 4.365 0.223 1.369 0043 0.363 

Standar
d 
deviatio
n 

0.637 1.421 2.269 2.793 0.664 1.539 3.171 2.306 2,888 0.459 

                                                                                              Structural capital efficiency 

Compan
ies 

Baghd
ad 
Packa
ging 
Mater
ials 
Indust
ry 

Bagh
dad 
Soft 
Drin
ks 

Iraqi 
Dates 
Manufact
uring 
and 
Marketin
g 

Furnit
ure 
and 
carpe
t 
indus
try 

Canadi
an 
Vaccin
e 
Produc
tion 

Mansour 
Pharmace
utical 
Industrie
s 

 Modern 
chemical 
manufac
tures 

Mode
rn 
Sewin
g 
Comp
any 

Produc
tion of 
ready-
made 
clothin
g 

Chemi
cal 
and 
plastic 
indust
ries 
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Compan
y rate 

0.971 1.698 1.400 1.637 0.094 2.290 0.606 1.084 0.874 0.361 

Standar
d 
deviatio
n 

2.673 2.419 2.369 2.439 6.817 2.985 4.654 2.335 2.241 0.676 

                                                                                               The efficiency of physical capital 

Compan
ies 

Baghd
ad 
Packa
ging 
Mater
ials 
Indust
ry 

Bagh
dad 
Soft 
Drin
ks 

Iraqi 
Dates 
Manufact
uring 
and 
Marketin
g 

Furnit
ure 
and 
carpe
t 
indus
try 

Canadi
an  
Vaccin
e 
Produc
tion 

Mansour 
Pharmace
utical 
Industrie
s 

Modern 
chemical 
manufac
tures 

Mode
rn 
Sewin
g 
Comp
any 

Produc
tion of 
ready-
made 
clothin
g 

Chemi
cal 
and 
plastic 
indust
ries 

Compan
y rate  

0.086 0.316 0.706 4.164 0.398 1.424 0.114 1.570 1.442 1.256 

Standar
d 
deviatio
n 

0.095 0.105 1,255 2,310 0.306 1.059 3,096 1.780 3,352 2.806 

                                                                                                Intellectual capital efficiency 

Compan
ies 

Baghd
ad 
Packa
ging 
Mater
ials 
Indust
ry 

Bagh
dad 
Soft 
Drin
ks 

Iraqi 
Dates 
Manufact
uring 
and 
Marketin
g 

Furnit
ure 
and 
carpe
t 
indus
try 

Canadi
an 
Vaccin
e 
Produc
tion 

Mansour 
Pharmace
utical 
Industrie
s 

Chemica
l 
manufac
tures 

Modern 

Mode
rn 
Sewin
g 
Comp
any 

Produc
tion of 
ready-
made 
clothin
g 

Chemi
cal 
and 
plastic 
indust
ries 

Compan
y rate  

0.112 4.847 1.489 5,155 
 

2.076 8,079 0.497 4,023 0.611 1.258 

Standar
d 
deviatio
n 

2.445 2.793 4.096 4.151 7.059 3.472 6.367 5,115 7.099 2.534 

Financial analysis of the added value of 
shareholders of industrial companies  

Table 2 shows that the general industrial rate of the 
added value of shareholders is (0.984), the 
standard deviation is (3.721) and that companies 
that have achieved higher rates than the public 
sector rate are  the modern sewing company (5.5. 
462) the Iraqi Company for the Manufacture and 
Marketing of Dates (1.842) and Baghdad Soft 

Drinks (1.085) Chemical and Plastic Industries 
Company (0.855) and Mansour Pharmaceutical 
Industries (518)  0) Canadian  veterinary vaccine 
production (0.434), ready-made clothing 
production (0.304), Iraqi Carpet and Furnishings 
Company (0.137) and Baghdad Packaging Materials 
Manufacturing Company (0.058) Modern Chemical 
Manufactures Company (0.014)  
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Table 2: The value-added analysis of  shareholders of  industrial companies in the research sample  
for the period (2010 to 2020) 

Compa
nies 

Baghd
ad 
Packa
ging 
Materi
als 
Indust
ry 

Bagh
dad 
soft 
drink
s 

Iraqi 
Dates 
Manufact
uring and 
Marketin
g 

Furnit
ure 
and 
carpet 
indust
ry 

Canadi
an 
Vaccin
e 
Produc
tion 

Mansour 
Pharmace
utical 
Industries 

Chemica
l 
manufac
tures 

Modern 

Mode
rn 
Sewin
g 
Comp
any 

Produc
tion of 
ready-
made 
clothin
g 

Chemi
cal 
and 
plastic 
indust
ries 

Compa
ny rate 

0.058 1.085 1.842 0.137 0.434 0.518 0.014 5.462 0.304 0.855 

Standa
rd 
deviati
on 

0.346 3.261 6.092 1.157 1.209 1.422 3.165 17.42
7 

2.538 1.778 

 
Table (3) Testing the impact of intellectual capital efficiency indicators on shareholder value-

added 

Independent 
Indicators 

Affiliate index Estimates 

Coefficient 

Standard 
error 

Std. 
Error 

 

t-Statistic 

Morale 
level 
Prob. 

Resolution 

The efficiency 
of human 
capital 

Value added to 
shareholders 

0.291 0.136 2.141 0.004 Accept 

Structural 
capital 
efficiency 

Value added to 
shareholders 

0.492 0.150 3.278 0.000 Accept 

The efficiency 
of physical 
capital 

Value-added to 
shareholders 

0.425 0.092 4.612 0.000 Accept 

constant (C) 0.87 Ct method of micro-squares 

Method: Pooled Least Squares 
 

𝒀 = (𝟎.𝟖𝟕) + (𝟎.𝟐𝟗𝟏)𝒙𝟏+ (𝟎.𝟒𝟗𝟐)𝒙𝟐 + (𝟎. 𝟒𝟐𝟓)𝒙𝟑 

coefficient of 
determination 
(R2) 

0.71 

statistics (F) 

F-statistic 
24.297 

Morale level (F) 0.000 
Differentiation between banks by constant 
impact 
Fixed Effects (Cross) 

Differentiation between periods 
by the constant effect 
Fixed Effects (Period) 

 

banks (Cross) Estimates 

Coefficient 
Order  (Period) Estimates 

Coefficient 
Order  

08—C 4.59 1 2016--C 5.53 1  

03—C 1.37 2 2020--C 1.30 2  

10—C -0.11 3 2018--C 0.01 3  
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Source: Prepared by The Researcher based on 
Outputs (EViews) 

According to table 3, the selection coefficient (R2) 
was (0.71). Its morale level (0.000), and this 
indicates the discrepancy shown by the indicators 
of intellectual capital efficiency (human capital 
efficiency, structural capital efficiency, physical 
capital efficiency) in the added value of 
shareholders, and this indicates the quality of the 
model between indicators and the accuracy of the 
results it proves, so the hypotheses will be tested as 
in table (3) as follows:  
The first hypothesis: The researcher assumed a 
significant and positive effect of indicators of 
intellectual capital efficiency (efficiency of human 
capital in the added value of shareholders). When 
increased, the human capital efficiency index will 
lead to an expected change of (0.29). It is moral at 
the indicative level (0.05), accepting this hypothesis 
at the banking level and the period under study. 
The second hypothesis: The researcher assumed 
that there is a significant and positive effect of 
indicators of intellectual capital efficiency 
(structural capital efficiency in the added value of 
the contributors. When increased, the human 
capital efficiency index will lead to an expected 
change of (0.49). It is moral at the indicative level 
(0.05), accepting this hypothesis at the banking 
level and the period under study. 
The third hypothesis: The researcher assumed that 
there is a significant and positive effect of 
indicators of intellectual capital efficiency 
(structural capital efficiency in the added value of 
shareholders. When increased, the human capital 
efficiency index will lead to an expected change of 
(0.425). It is moral at the significance level (0.05) 
and accepts this hypothesis at the level of banks 
and the period under study. 
 

Conclusions and Recommendations 

The modified model of intellectual capital efficiency 
is one of the most important models that seek to 
measure the organization's ability to create added 
value for shareholders. Investing in intellectual 

capital efficiency indicators is the main source of 
value-added creation for long-term shareholders. 
Intellectual capital efficiency is an essential source 
of competitive advantage in organizations because 
it is characterized by the inability to imitate, copy 
or trade it and can be increased by innovation, 
unlike other material assets that decrease by 
extinction. The money spent by organizations on 
the development and investment of human capital, 
such as knowledge, skills, and expertise, 
contributes to increasing the organization's 
economic value, and the development programs of 
individuals working as an investment help to create 
added value for future shareholders. The 
contribution of the capital used is necessary to 
support and develop intangible assets in creating 
value-added to shareholders. Shareholders are 
value-added when there is the optimal use of 
available resources, and waste and cost are 
minimized through intellectual capital efficiency. 
Furthermore, the added value of shareholders 
helps sustain organizations by providing liquidity 
and ensuring continued cash flows supporting 
shareholders, ensuring that profits are achieved 
and that they achieve the appropriate revenues. 
The results showed that the best companies in 
human capital tests are Mansour Pharmaceutical 
Industries, structural capital is Al Mansour 
Pharmaceutical Industries, and physical capital is 
the furniture and carpet company.  
Intellectual competence directly impacts enhancing 
and improving the added value of shareholders 
because of its direct association with it.  
Accordingly, the authors suggest the following 
recommendations 

1- The need for senior departments in Iraqi 
manufacturing companies to pay attention to 
intellectual resources  
2. Study sample companies with little added value 
should compare themselves with other high-value-
added companies to identify weaknesses related to 
intellectual capital efficiency   
3. Sample companies should  focus on the human 
resource because of their active role in creating 

02—C -0.23 4 2015--C -0.11 4  

09—C -0.42 5 2013--C -0.27 5  

04—C -0.75 6 2012--C -0.50 6  

06—C -0.92 7 2014--C -0.84 7  

07—C -0.95 8 2019--C -0.88 8  

01—C -1.01 9 2011--C -1.03 9  

05—C -1.57 10 2017--C -1.31 10  
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value-added to shareholders 

4- The need for the study sample companies to 
maintain  a strong and sustainable network of 
relationships with both suppliers, customers, and 
all stakeholders, through the optimal investment of 
relational capital 
5. It has become essential for low-level study 
sample  companies  of structural capital to create a 
favorable regulatory culture 

6. The need to allocate more research and studies 
to determine the growth of the mind to measure  
the efficiency of  intellectual capital in the 
companies sample study 

7. Sample companies should  maintain high levels 
of value-added to shareholders 
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