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„Not everything that counts, can be 
counted,

and not everything that can be counted, 
counts.“

Sign in Albert Einstein‘s Office 
in Princeton
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Corporate Disclosure on Intangibles

Definition of Intangibles and IC

The entity of all intangible resources of a firmIntellectual Capital:

:Intellectual Property Intangible resources connected with property rights
and legal protection (e.g., brands, patents, copyrights, 
trademarks etc.)

Intangible assets Intangible ressources fullfilling the asset definition 
of national or international accounting standards
(e.g., IASC Framework 49 or SFAC 6.25 and 26)

Intangible Resources: Non-physical and non-financial resources
of a firm  Resource Based View  (Penrose, 1959; 
Wernerfeldt, 1984; Rumelt, 1984; Barney, 1986 etc.)
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Value Relevance of Intangibles

Corporate Disclosure on Intangibles

Value Relevance/Earnings quality of  single IC categories 
(Regression analysis)

o R&D   (e.g. Lev/Sougiannis 1994, 1999, Deng et al. 1999, Hitz 2007)
o Software (e.g., Aboody/Lev 1998)
o Patents  (e.g., Deng et al. 1999, Hall et al. 2000)
o Product pipeline (e.g., Guo et al 2004)
o Corporate Reputation (e.g. Little et al. 2008)
o Marketing practices (e.g., deceptive activities: Tipton et al. 2009; 

product recalls Chen et al. 2009)
o Brands (e.g., Barth et al. 1998, Little et al. 2008; Mizik/Jacobson 2009;

Krashnikov et al. 2009; Henning-Thurau et al. 2009; Tuli/Bharadwaj 
2009)

o Customer equity (e.g., Rust et al. 2004; Gupta et al. 2004; Libai et al.
2006; Kumar/Shah 2009; Bonachi et al. 2010)
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Intangible Assets

Asset Definition

Identifiability

Control Future Economic
Benefits

Contractual-legal Criterion

Separability Criterion

Corporate Disclosure on Intangibles

Recognition of Intangibles as Intangible Assets
(IAS 38, similar local Gaap, US-Gaap SFAS 142)

No recognition: human capital, research expenses, brands, mastheads, publishing titles, 
customer lists and items similar in substance (IAS 38.63), internally generated goodwill (IAS 38.48), 
start-up, pre-opening, and pre-operating costs, training costs, advertising and promotional costs, 
including mail order catalogues and relocation costs (IAS 38.69)
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Intangible Assets

Acquired intangible sssets Self-created intangible assets

Separate
acquisition

Business
combinations

Other 
intangible

assets
Goodwill

 IAS 38
SFAS 142

 IFRS 3 i.V.m. IAS 38
SFAS 141

 IAS 38
SFAS 142

Recognition with acquisition
(fair value = negotiated price)

Limited Recognition; in 
General no recognition

Corporate Disclosure on Intangibles
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Difference
(54.4%)

before after
Business combination

Goodwill
( 33.2%)

in %
US Gaap acquirer

Intangible 
Assets
(23.8%)

Intangibles + 
Goodwill 
(12.5%)

Physical and
financial
assets
(43.0%)

Physical and 
financial 
assets
(45.1%)

100
Total Assets

Difference
(42.4%)

IFRS acquirer

before after
Business combination

in %

Goodwill
(32.3%)

Physical and 
financial 
assets
(37.1%)

Physical and 
financial 
assets
(42.8%)

Intangibles + 
Goodwill 

(8.5%)

Intangible
assets
(24.9%)

100
Total Assets

Disclosure of IC in business combinations
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Stakeholder

Analysts

Analysts reports

Media

Newspapers, Radio, TV, Internet,  
Social Networks

Disclosure by Information Intermediaries 

Corporate Disclosure

Voluntary Disclosure
Public channels:
Annual Meetings
 IC Statements
GRI Reports
CSR Reports

Mandatory Disclosure

 Financial statements
 Annual report
 Notes to Financial Statements
 MD & A

Communication Channels

Corporate Disclosure on Intangibles

Private channels:
 Road shows
 Analyst 

meetings
 Conference 

calls
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Selected  Models for IC Statements ….

Financial Reporting Management Control
Modelo Intelect (Euroforum ,1998)

Intellectual Property Statement (Maul/Menninger , 2000)

Value Chain Scoreboard  (Lev , 2001)

IC Statement for Austrian Universities
(Leitner et al., 2001; Leitner , 2003; Wissensbilanz VO 2004, 
2008)
Framework of Reporting on  Intangibles of 
Italian Association of Financial Analysts  (AIAF ,2002)

Framework of Reporting on Intangibles of Norwegian 
Association of Financial Analysts  
(Norske Finansanalytikeres Forening (NFF), 2003)
3R-Modell  (Ordóñez de Pablos ,2004)

Intellectual Capital Statement
(AK Immaterielle Werte im Rechnungswesen 2003, 2005)

Skandia Navigator 
(Edvinsson/Malone, 1997)

Intellectual Capital Navigator 
(Stewart, 1997)

Intangible Assets Monitor 
(Sveiby, 1997)

Guidelines for Managing and 
Reporting on Intangibles 

(Meritum, 2000)

Danish Guidelines for Intellectual Capital Statements 
(Danish Agency for Trade and Industry, 2000;

Danish Ministry of Science, Technology and Innovation, 2003)

„Wissensbilanz“  Model of Austrian Research 
Centers

(Austrian Research Centers (ARC), 2000)
„Wissensbilanz“  Model of BMWT/AK „Wissensbilanz“ 

(BMWA , 2004; Alwert, 2006)

Dutch Ministry of Economics (Backhuijs et al., 1999)

Corporate Disclosure on Intangibles
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Corporate Disclosure on Intangibles

Skandia Navigator:
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Source: Deutsche Bank, Annual Report 2006

„Vierklang“  of Deutsche Bank AG:
Dimension „Customer“

Corporate Disclosure on Intangibles
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Source: EnBW Annual Report 2010, Extract on „Wissensbilanz 2010,“ p. 74.

Annual Report of Energie 
Baden-Württemberg (EnBW) 
2010:

Report on „Wissensbilanz 
2010“

Corporate Disclosure on Intangibles
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Process of dissemination of 
information

Corporate Disclosure on Intangibles

Information

relevant

not relevant

measurable

not measureable

objective

not objective

might hurt 
competitiveness

does not hurt 
competitiveness

adequate processing 
by capital markets

no adequate
processing...

External 
Disclosure

Specific
Relevance

Internal Control 
System

Financial 
Reporting 

System

Capital Markets

Source: Günther T, Beyer D, Menninger J (2005): Does relevance influence reporting about 
environmental and intangible success factors? – Empirical results from a survey of executives from 
intangible-driven industries , Schmalenbach Business Review, Special Issue 2/05, p. 108.



14Lehrstuhl für Betriebswirtschaftslehre, insbesondere Betriebliches Rechnungswesen/Controlling29.02.2012

Cost Benefit Relation

Costs: Benefits:

 Cost of equity capital
 Cost of capital in IPOs 
 Cost of debt capital

 Lower risks

 Lower costs
(e.g., acquisition cost for staff)

 Higher sales
(e.g., via better reputation)

 Data collection
 Preparation
 Certification
 Publication

 Proprietary costs
o competitive risks
o regulatory risks
o other third parties

<  >  
?

Cost Benefit Decision (e.g., Verrechia 1983, 1990, Leuz/Wysocki 2008)

Corporate Disclosure on Intangibles
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Corporate Disclosure on Intangibles

• Agency Theory (Jensen and Meckling, 1976)
Disclosure reduces uncertainty and, thus cost of capital
 empirical evidence:  Baiman/Verrechia 1996 for IPOs, Botosan 
1997, Botosan/Plumlee 2002, Hail 2002, Francis et al. 2005, Lambert 
et al. 2007 in general

Theoretical foundation of IC disclosure

• Positive Accounting Theory (Watts and Zimmerman 1978; 1986)
Political Cost Hypothesis:         Disclosure to avoid regulation
Bonusplan Hypothesis: Earnings Management to increase bonuses
Leverage Hypothesis: Reduce cost of debt capital

• Legitimacy Theory (Hybels 1995, Suchman 1995, Deegan 2002)
a company is in compliance with the norms, values, beliefs and definitions
of the surronding social system

• Stakeholder Theory (Freeman 1984, Donaldson/Preston 1995 etc.)
A company has to meet interests of different interest groups
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 Limited financial information
Limited non-financial standards (such as GRI, CDP)

 Diverse information channels

 Low quantity, low quality and non-comparable 
information

 Management discretion and accounting choice

 Missing understanding and background of 
professionals with non-financial indicators

Corporate Disclosure on Intangibles

State of the Art of IC disclosure
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 Create standards for IC information like GRI, 
CDP for users/investors

 Training of auditors, bankers, investors, 
financial analysts, journalists in intangibles

 Adjust internal bank ratings
 Assurance of voluntary IC disclosure
 Integration with CSR, CDP, environmental, 

sustainability and risk reporting  Integrated 
reporting

 Use validated items for reporting  research
 Limit management discretion

Corporate Disclosure on Intangibles

Agenda for change
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„Measure that, what can be measured.

Make measureable, what can‘t be measured.“

Galileo Galilei
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Kontaktdaten:

Prof. Dr. Thomas Günther,
TU Dresden
Lehrstuhl für betriebliches Rechnungswesen/Controlling
Mommsenstraße 10
01062 Dresden

Tel. xx49/351/4633-5274
Fax  xx 49/351/4633-7712
Email: Lehrstuhl.controlling@mailbox.tu-dresden.de
Web site: http://tu-dresden.de/die_tu_dresden/fakultaeten/ 
fakultaet_wirtschaftswissenschaften/bwl/brw/

Arbeitsgebiete:  
Messung, Bewertung und Steuerung von Intangibles; Design von 
Controllingsystemen für Unternehmen und Non-for-profit-Organisationen, 
wertorientierte Steuerung von Unternehmen.
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Thank you

Questions and Comments are welcome!


