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Summary. Purpese—To invest in intellectual property and disclose it, internally and
externally, is a strategic decision towards the creation of a sustainable value added, at a firm
or even at a macroeconomic level. The multiple insights achieved reinforce the paradigm that
intangibles are the main structural support for economic growth. However, those intangibles
should be measured on a feasible basis towards the business comprehensiveness as required
by main accounting standards. Companies and countries should monitor and report their in-
novation cycles in order to increase their turnovers.

Design/methodology/approach—Based on intellectual property literature review and
on data provided by Eurostat, regarding the investment intensity in research and development
(R&D), we focused on the developments occurred in Europe, for the period 1998-2007. Dis-
cussion around measurement approaches were also stated out. We searched for a practical
interaction between the number of patents effectively registered in the main international
offices and its innovation turnover rate. At a macroeconomic level, the intensity of R&D in-
vestment is managed as a key issue which still drives the asymmetries between nations and
regions.

Originality—An overview is provided concerning innovation expenditures and its con-
tribution to the intellectual property standards. Discovering and learning about intellectual
property can reflect the companies and nations adaptive capacity, both internally and exter-
nally. However, the goal set out in the Lisbon’s strategy for 2010, is not aligned with the
year-to-date innovation turnover rates.

Findings—Given the strong intensity and consistency in allocating resources (and their
spillovers), to invest in R&D stands for the most intensive step towards an integrated intellec-
tual property scorecard reporting. The income based approach is the one that better matches
the true return of innovation. At a macroeconomic level, Europe is still driving innovation
through an idiosyncratic policy on the way to a theoretical convergence and tenuous innova-
tion turnover standard.
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1. Introduction

Intangible assets are an important source of business value and are not generally
included in the standard financial reporting. Several models have been developed and
applied in order to better monitor these resources, particularly intellectual capital
reports (Edvinsson and Malone, 1997), complementary financial reports and score-
boards (Eurostat, 2010; Lopes, 2010; Lev, 2001) or Balanced Scorecard® programs
(Kaplan and Norton, 1996). Broadly, intangibles are non-monetary resources, with-
out physical substance, but embodying relevant future economic benefits (Interna-
tional Accounting Standard n.°38 or Statement of Financial Accounting Standards
n.°157). The disclosure of these resources can mitigate information asymmetry and
improve market liquidity (Boone and Raman, 2003:360).

According to IAS 38, intangibles should be recognized in the financial state-
ments as intangibles assets if they can be separately identified from other aspects of
the business, if its use is controlled by the owner as a result of past events and actions,
if future economic benefits exist that flow for the company and if they can be meas-
ured on a feasible basis. Intellectual property (IP), as a whole, typifies the most visi-
ble side of those resources as embodiment of the integrated research and develop-
ment effort. However, business and market developments require their valuation and
disclosure through additional reports as well as continuous diagnoses of their real
benefits and returns.

This paper aims to highlight the scope of intangible resources as key drivers in
the value creation process and economic growth, and to identify their main categories,
their measurement and disclosure approaches. It also aims to emphasize the need to
monitor the micro and macroeconomic innovation effort and diagnose its linkage
with business returns. Innovation turnover analysis constitutes a basic approach
about intellectual property as a key driver towards better strategic and financial per-
formance achievements.

2. Intellectual property measurement and valuation

Several approaches have been followed towards intangibles identification,
measurement and disclosures. Multiple categories were identified (e.g. through Ed-
vinsson’s approach in the Skandia Navigator framework), in particular human capital,
structural capital, renewal capital and relational capital (Edvinsson and Malone,
1997). However, those resources are identified as knowledge assets in the economic
theory, as intellectual capital in the management focus and as intangible assets from
an accounting point of view.
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Intellectual property (patents, trademarks and copyrights, among others), have
been seen by economic agents as no more than legal instruments or as basic tools for
business. Many companies have explored this type of asset, managing it as a poten-
tial competitive weapon and source of unexpected returns (Germeraad, 2010;
Taghaboni-Dutta et al., 2009; Ramanatyhan et al., 2001; Rivette and Kline, 2000;
Shapiro and Varian, 1999). Intellectual property management has been reflected in
the way value added has been created. We refer to registered IP, codified or un-
codified organisational and human capital (Contractor, 2001). And, as mentioned by
Germeraad (2010), IP strategy should be strongly integrated with innovation strategy.

The identification of competitive advantages emerging from IP claims for to
identification of certain key drivers, namely research and development expenditure
ratios and innovation processes inside the organizations. These drivers allow compa-
nies to gain competitive advantages in market and in financial terms. According to
Rivette and Kline (2008:58-60), investing in IP allows companies to increase their
expected future returns and, aligned with other structural capital, allows companies
to achieve important strategic and financial returns (Edvinsson and Malone, 1997).
Its translation into competitive advantage can:

e Protect core technologies and business methods;

Tap patents for new revenues;

Boost research and development and branding effectiveness;
Anticipate market and technology shifts

Reduce costs; and

Attract new capital and enhance corporate value.

This assertion, broadly irrefutable, is gradually being assumed as a strategic
principle, drawing our attention to internal innovation activities and processes.
Measuring it is not an easy or feasible task. Several methods have been followed in
order to complete that task: approaches based on income or in market or, at least,
measured at its historical cost. The expected returns still remain the most important
corollary, enabling companies to include those assets in their financial statements,
unless, as sometimes, they are used, only for internal purposes. However, uncertainty
about intangibles benefits ant the way organizations capture their potential return can
not be ignored or set out as unmanaged organizational drivers. Organizational crea-
tivity processes are strongly embodied in innovation efforts. As referred by Lev
(2001:37):“Intangibles such as R&D, human capital, and organizational assets are
the major inputs into firms™ innovation or creativity processes. While our under-
standing of the origins, drivers, and circumstances conducive to innovation process
is in its infancy, it is widely recognized that innovation is highly risky relative to
other corporate activities, such as production, marketing and finance.”

Models based on cost

The cost-based approach has in its core the concept of cost, in particular the
book cost or the current replacement cost. Book cost (also mentioned as reproduction
cost) refers to the expenditures associated with the construction or acquisition of an
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exact replica (disregarding the existence of any active markets and competition) of
the intangible asset. The replacement cost takes into account the expenditures associ-
ated with acquisition or recreation. This approach tries to restore the level of satisfac-
tion despite its inherent subjectivity, adjusted for obsolescence whether physical,
functional or economic.

In the cost approach, several components should be identified: raw materials,
manpower, overheads, and other costs. As mentioned before, obsolescence should be
deducted from its gross value in order to reflect its true value (note that replacement
cost follows the assumption that service capacity of the assets should be restored).
Reilly and Shweihs (1999:99) identify four types of amortization: 1) Physical dete-
rioration resulting from its use or destruction; 2) Functional obsolescence, associated
with the assertion that asset no longer fulfills its original function and therefore it
may represent an important source of market loss position; 3) Technological obsoles-
cence, also considered a particularization of functional obsolescence, it arises when
original function is no longer desirable according technological developments; 4)
Economic obsolescence (also mentioned as external obsolescence), it results from
purely external factors extraneous to the intangible asset itself. Using original cost to
measure intangible assets often misses the web of complementarities that adds value
to intangibles (Cohen, 2005). Fair value, as a concept derived from the market or
income approaches, does not capture key value sources that effectively contribute for
sustainable companies’ returns.

Models based on market price

This approach commonly uses prices of market transactions involving identical
(level 1) or similar (Ievel 2) assets or liabilities as established in the fair value hierar-
chy. Through this pricing methodology, two categories of procedures are normally
followed (Cohen, 2005; Reilly and Shweihs, 1999): based on data collection about
transactions made in an active market (by selling or by licensing) or by accessing the
market conditions which may influence the price level. This is a complex analytical
process in which old concepts (e.g. acquisition or replacement cost, depreciation and
amortization, etc.) are not ignored. The foundations towards price level fixing are
also based on cost or in revenue approaches.

The application of this approach is made through a systematic process that, ac-
cording to Reilly and Shweihs (1999:102-103), is developed into eight distinct steps:
1. Collection and selection of market data (in this step several factors must be taken
into account as market efficiency, timing, adequacy of the intangible asset market
and the relevance of that specific market. Type of intangible assets, their use, indus-
try in which asset performs its function, expected date to consummate the transaction
should be also considered); 2. Classification of selected data (in this stage, it is im-
portant to identify whether comparable data was obtained or if, indeed, treat data
obtained only supports a specific transactional orientation); 3. Verification of se-
lected data (checking data consistency namely if data results from multiple market
considerations and if those prices apply only to situations of actual sales, licensing
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processes or even to other transfer transactions); 4. Selection the measurement model
used in comparisons (data translation in equivalent units such as the price per cus-
tomer, per contract, per subscriber, per line of code, by brand, per employee, per pat-
ent, by formula. These examples are associated with a broader intangible assets cate-
gorization as intangible assets related to customers, to data processing and technolo-
gies, to markets, to human capital or to intellectual property); 5. Quantification of
multiple pricing (the main objective in this stage is to achieve a common denomina-
tor); 6. Adjustments to multiple price (at this stage, we seek for differences in market
conditions as well as for mitigation of systemic changes deriving from market dy-
namics); 7. Application of multiple prices (translation process of the adjusted prices
according the units that actually reflect the better comparison achieved. It is, in fact,
a standardization process used in comparables analysis); and 7. Reconciliation of
values (this step is the measurement of strengths and weaknesses associated to the
quantity and quality of the entire process, the magnitude of adjustments and their
relative importance). Market multiples pricing approach is quite interesting in the
measurement of intangibles assets (Cohen, 2005; Koller et al., 2005), especially for
intangibles included in the second level of fair value concept. It can be applied for
commodities and assets with attributes easily delineated and actively traded.

Models based on expected returns

The key assertion for this approach states that intangible assets value is the pre-
sent value of their future economic returns (possible cash flows discounted at a risk-
free rate), managed by its owner or keeper. The discount rate required to estimate de
present cash flows, associated with the income forecasting techniques, is strongly
imbued of risk and uncertainty (Mard et al., 2007, Cohen, 2005; Reilly and Schweihs,
1999). In order to mitigate that risk, several models have been followed by financial
analysts such as the capital asset pricing model (CAPM), arbitrage pricing theory
(APT) or the Fama-French Three Factor Model.

To achieve unbiased expected cash flows for a particular intangible asset is not a
feasible and reasonable task. Intellectual property normally produces indirect cash
flows deriving from the entire business and not from a particular asset. It applies for
patents, trademarks, brands, except in the particular case of their external licensing.
Depending of the industry, and behind the inexistence of an active market, those out-
comes are not duly assigned to probabilities defined on a feasible basis.

These valuation approaches are strongly marked by current market expectations
and, derived from that, a deep subjectivity in the cash flows forecasting. Techniques
such as option-pricing models, binomial models, or the multi-period excess earnings
model (as also stated in SFAS 157), can be used to measure the gross income, the net
operating income, the net income after taxes, the operating cash flow, the net cash
flow, among others. However, measures based on cash flows should be applied be-
cause they are not influenced by accounting operations that do not originate any
monetary flows such as amortizations, provisions and other non-monetary adjust-
ments.



104 Ilidio Tomas LOPES

The intangibles reporting paradigm

The issues surrounding the non-inclusion of intangibles in the companies’ finan-
cial reports, despite its importance for investors in their investment decisions seems
unquestionable (Griggs, 2008; Mard et al., 2007; Blair and Wallman, 2003; Lev and
Zarowin, 2003).

Traditionally, the economic and financial developments around intangibles have
been focused on finding measures that might translate into monetary units their po-
tential returns. In some cases, the valuation process seems linear (e.g. development
expenditures), in other cases its measurement cannot be achieved on a feasible basis.
Therefore, alternatives to monitor and to disseminate them are required (Sveiby,
1997) such as intellectual capital reports or some types of scoreboards.

Blair and Wallman (2003) refer to the fact that traditional models of accounting
are devoid of usefulness within the intangibles because they were designed and di-
rected to the registration of discrete and sequential facts as well as evidence of its
cumulative effects. It turns out that the major impact of intangibles is not consistent
with this discrete and sequential impact, but rather results from the combined effect
of investment in other types of assets (tangibles and other intangibles). A copyright
or trademark (Seethamraju, 2003; Gobeli et al., 2001), expenditures on research and
development (Boone and Raman, 2003; Chan et al., 2003; Neil and Hickey, 2001),
an alliance (Inkpen and Madhok, 2001), a license (Aulakh, 2001), investments in
workforce (King, 2001), Goodwill (Arnold et al. 1992), have a total permeability to a
discrete nature and behavior. Moreover, those examples embody strong synergy ef-
fects, also embodying the creation of economic value added, an indicator in itself that
reflects the consolidated and sustainable competitive advantage.

The financial statements, in the narrow sense, include the company’s book value
+/- difference in the fair values of assets and liabilities recognized +/- the fair values
of assets and liabilities that do not meet the criteria of intangible assets and therefore
are not recognized (e.g. patents developed internally through research and develop-
ment processes). In a broad sense (we assume the concept of integrated financial
reporting), and according IAS 38 and SFAS 157, additional information disclosures
are required in order to comply with business and operations comprehensiveness: fair
values, impairment fluctuations, valuation methods, opportunities, risks and even
economic psychology factors. This report would result in a special disclosure ap-
proach that indicates, in some cases, the entire market capitalization.

It seems that the linear approach identified above, is provided towards the con-
vergence and alignment with international accounting standards, particularly with
regard to the business comprehensiveness (Griggs, 2008; Davison, 2008; Abdelsalam
et al., 2007). Traditional financial statements do not reflect, on a feasible basis, the
key value drivers. The search for non-financial metrics (indices, ratios, counts) may
be an interesting approach in order to improve the financial reporting and its useful-
ness for stakeholders (Lopes, 2010; Griggs, 2008; Abdelsalam et al., 2007, Roos et
al., 1997; Edvinsson and Malone, 1997).
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In order to underline the main limitations of traditional financial statements, a set
of prepositions should be mentioned:

1. The orientation of traditional financial statements solely for historical aspects
and whose value emerges only from the assets and liabilities actually recorded;

2. The fact that the drivers of value are essentially non-financial and thus not
filed in financial reports;

3. Intangible assets are not recognized in financial statements when internally
generated;

4. Financial reports are prepared especially for specific purposes, in particular
fiscal purposes.

Lev and Zarowin (2001:488) highlight the decline of the reporting based on the
results in cash flows and asset values for supremacy of other activities, generally
linked to investments in intangibles, particularly in research and development, infor-
mation technology, brands and human resources. Those authors show that invest-
ments in intangibles, particularly the research and development disbursements, are
considered the major drivers of innovation and hence the change in business embod-
ied in the creation of new products, franchises and process improvements. This ap-
proach contradicts the guidelines provided by IAS 38: research costs are fully
charged to the income statement, but development is capitalized and amortized, with
associated cash flows shown as investing activity. However, and according US
GAAP treatment, research and development costs are all expensed, related cash
flows are recognized in operating activities.

Lev's research (2001), in particular its value chain scoreboard, has played an
important role in the extensive discussion around the limitations of traditional ac-
counting systems and financial reporting. In this scoreboard, nine categories of in-
tangibles are identified. In fact, the main key drivers are included in those categories
and can contribute to value creation through a cause and effect chain (Three phases
approach: 1. Discovery and learning; 2. Implementation; and 3. Commercialization).
The comprehensiveness and relevance of financial statements should be improved
through an integrated analysis of economic and technological aspects, namely the
intellectual property.

The first phase—Discovery and Learning—is actually the base, because they re-
flect the adaptive capacity both internally and externally and therefore represent the
beginning of the value chain. Due to the strong intensity and consistency required in
allocating resources (and consequent spillovers), this phase represents the pillar/more
intensive step. The second phase—Implementation—reflects the true conversion of
knowledge (Nonaka and Takeuchi, 1995) by the technological reliability of products,
services and/or processes under development. In our opinion, the greater risk mitiga-
tion is achieved in this phase. The third and final phase—Commercialization—
represents the realization of the innovation process, materialized and translated into
financial and non-financial returns, particularly in terms of reputation and recogni-
tion. Thus, when such return exceeds the cost of capital, the organization creates
value (Parmenter, 2007; Kaplan and Norton, 1996).
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DISCOVERY AND LEARNING

IMPLEMENTATION

COMMERCIALIZATION

1. Internal renewal
Research and development
Work force training and development

Networking

4. Intellectual property
Patents, trademarks, and copyrights
Licensing agreements

Coded know-how

7. Customers
Marketing alliances
Brand values
Customer churn and value

Online sales

2. Acquired capabilities
Technology purchase
Spillovers utilization

Capital expenditures

5. Technological feasibility

Clinical tests, Food and Drug
Administration approvals

Beta tests, working pilots

First mover

8. Performance
Revenues, earnings, and market share
Innovation revenues
Patent and know-how royalties

Knowledge carnings and assets

3. Networkiing
R&D alliances and joint Ventures

Supplier and customer integration

Communities of practice

6. Internet
Threshold trafic
Online purchase

Major Internet alliances

9. Growth prospects
Product pipeline and launch dates
Expected efficiencies and savings
Planned initiatives

Expected breakeven and cash burn

rate

Figure 1 — Lev’s value chain scoreboard
Source: Lev (2001:111)

In a complementary research (Lopes, 2010), and derived from Lev’s approach,
we have proposed a complementary reporting for intangibles, designed for the Portu-
guese airlines sector. In this approach, all the intangibles identified were aggregated
in eight key categories (Internal Renewal; Acquired Capabilities; Alliances and Net-
works; Intellectual Property; Technical Strengths; Customers; Performance; Growth)
in order to contribute for a better information management system. This scorecard
includes quantitative (e.g. development investments, turnovers’ ratios, reputation
indices, market shares, copyrights valuation, etc) and qualitative (slots, code-share
agreements, exclusive routes use, air routes control, investments in safety and secu-
rity systems, etc.) data. Those categories should complement the traditional financial
reporting system towards a better business comprehensiveness as required by the IAS
in its conceptual structure.

As already mentioned, the scope of international accounting standards about in-
tangibles recognition seems quite tight. IAS 38 and SFAS 157 establish a framework
for making fair value measurements but require additional disclosures about the
measurements made (e.g. where intangibles are carried out using the revaluation
model, companies must disclose the effective date of the revaluation, the carrying
amount of the assets, and what their carrying value would have been under the cost
model, the amount of revaluation surplus applicable to the assets and the significant
assumptions used in measuring fair value).
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7 Software internally E-ticketing
T developed Frequent flyer programs
8 = Electronic reservation Customer satisfaction A
=~ E systems programs %
2 On board mobile Customer retention =
communication facilities programs
8 Code-share agreements
z . . Air routes control and
“ Service reputation rivileges
Institutional reputation priviteg
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Q . . Local geographical
E Accident score image Q
. . agreements <
= Goodwill/Negative . s
e . Airport special rights ~
Goodwill =
(hangars use, etc.)
Franchise agreements

Figure 2 — Complementary intangibles reporting
Source: Adapted from Lopes (2010:31)

Our concern is more than an accounting approach. It constitutes a quantitative
and qualitative data disclosure for intangible resources that can contribute for strate-
gic and financial achievements. The set of intangibles shown in figure 2 provides the
relevant information for a wide variety of companies but specific value chain indica-
tors (e.g. turnovers rates, value added flows, type and level of disbursements made,
indexes achievements, counts observed, etc.) must be included and disclosed for each
company or industry. We strongly corroborate Lev’s (2001:122) assertion about vol-
untarily information disclosures: “...if a coherent, well-defined, and decision-
relevant system is developed to reflect the major attributes of intangible assets and
their role in the overall value creation process of the enterprise, most managers will
respond by disclosing voluntarily some or all of the information.” If the information
is voluntarily disclosed, the information asymmetry is really minimized and stake-
holders can more easily support their own decisions.

Innovation is a process of value creation, both for businesses and entire nations
and regions. A decade ago, in Lisbon, European Union (EU) has fixed ambitious
goals relating to innovation. However, the intensity instilled in innovation process
depends on integrated policies (European and national policies) towards sustainable
turnovers standards. The European macroeconomic scenario trend has caught for
now those goals achievements.

3. Innovation as the core activity for sustainable turnover
At a macroeconomic level, the intensity of research and development (R&D) in-

vestments also typifies a key innovation indicator that induces competitive advan-
tages between nations or regions. In the last decade, in Europe, moderate increases



The Boundaries of Intellectual Property Valuation: Cost, Market, Income 109

have been observed, particularly in the business enterprise sector. As stated by Euro-
pean Union in the Lisbon’s strategy, EU members should increase its R&D expendi-
ture to at least 3% of GDP in 2010 (average, in 1998: 1,4% of GDP). This type of
expenditure is seen, in this scope, as the creative work developed on a systematic
basis in order to achieve higher standards of knowledge by the business enterprise
sector. However, among those states above the European average, the Nordic coun-
tries have been the leaders with regard to the intensity of R&D (% of GDP), both in
the business enterprise and public sectors (e.g. in higher education institutions). As
regards, the poor levels observed in the other countries, in particular for the ones that
have joined the European Union in the last decade, new and stronger macroeconomic
policies are required, that, in the medium and long run, can support the new business
models development and generate increased competitive advantage.

R&D as %
of GDP

Japan

...............................
............................................

........
European Union

=3

1393 1999 2000 2000 2002 2003 2004 205 2008 2007 2008

Graph 1 — R&D intensity in Europe, USA and Japan (1998-2008)

Patent registration is, probably, the most visible indicator of innovation man-
agement. According to Willigan (2001:35): “Companies wishing to exploit their in-
tellectual assets may wish to establish an incentive program for scientists and engi-
neers to direct and motivate their invention activity. The objectives of such an incen-
tive program are to channel invention activity into areas where the current patent
portfolio needs improvement and to identify areas of future technology that compa-
nies need to ‘play in’ in order to be successful in the “knowledge-based” world of the
future.”

Patent applications refer to the requests for legal protection, directly submitted to
the European Patent Office (EPO) or carried out under the patent Cooperation Treaty,
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independently of their acceptance. Registrations are allocated to the country of the
inventor except in the case where more than one country is involved. A fractional
method of counting is used in this particular case. This indicator also grants a sim-
plistic overview of the European scenario about the real trend towards the strategy
implementation as stated in Lisbon, in 2000.

At a microeconomic level, IP should be measured and disclosed through com-
plementary business reports. Patents, copyrights, internal software developments,
brands and even strategic alliances, are enablers of business protection and source of
granted returns. Graph 2 indicates the correlation between R&D intensity and patent
registration in the beginning of this century.

10 —

00 500 1000 1500 2000 =00 30

Graph 2 — R&D intensity (% of GDP) and number (#) of patent registrations — 1998

Sweden and Finland led the European scenario as they have submitted, in 1998,
per million inhabitants, approximately 237 and 231 requests, respectively (average of
78,5 with a standard deviation of 85,1). We note the same trend if we refer to the
requests submitted to the EPO by country in 2007 (298 and 251 requests were regis-
tered by Sweden and Finland, respectively). The United States of America (USA)
and Japan (JP) lead the patent registrations, per million inhabitants, in the USPTO.
Similar results were evidenced by Lopes et al., (2005).

As expected, both in 1998 and in 2007, we found a statistical significant correla-
tion between R&D investments and patents registered in the international offices
(overall adjusted R above 88%). These results are aligned with the assertions stated
by Taghaboni-Dutti (2009). Patent analysis can be used to monitor some trends in
order to understand the innovative activities developed inside the organizations, di-
agnose the internal weaknesses and strengths and interpret the market demand.
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Graph 3 — R&D intensity and patent registrations — 2007

If we compare the information stated in graphs 2 and 3, the European scenario
did not change significantly, since 1998. Research and Development ratio has not
increase, far away form the goal stated, from European Union, for 2010. The su-
premacy of the Nordic countries (FIN and SW), USA and Japan becomes clear.
Other European countries, in particular the last ones that have joined the European
Union, still present weaknesses that require technological innovation policies and
procedures if they are to achieve a fair and sustainable alignment. Without these de-
velopments, we shall continue to face the difficulties arising from a Europe develop-
ing at different speeds. Moreover, potential competitive advantage may be gradually
and permanently lost in the digital and global economy.

Concerning the effectiveness of R&D intensity, we did not achieve a significant
correlation between those expenditures and turnover from innovation (adjusted R* of
-0,107). Turnover from innovation ratio indicates the % of total turnover derived
from new products and services totally new for the market (it occurs when a new or
significantly improvement was introduced in product/service or in a process). This
result seems consistent with evidences achieved by Chan et al. (2003) relating to the
stock market valuation derived from R&D expenditures. In fact, the evidence
achieved does not support a direct link between R&D expenditure (and even other
intangibles as advertising) and future returns. Different evidences were obtained by
Lev and Sougiannis (1996) relating insider gains. These gains in R&D intensive
companies are significantly higher than insider gains obtained in firms not strongly
engaged in innovation expenditures. However, and as mentioned by Boone and Ra-
man (2003), the disclosure of innovation activities can contribute for the asymmetry
information mitigation and liquidity rates, despite their poor impact in the company’s
periodical revenues.
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Graph 4 — Innovation turnover

When an analysis between innovation expenditures and turnovers rates is carried
out, some prudence should be considered: 1. Turnover ratios are normally obtained
through survey. Companies only account and disseminate direct turnover. Intellectual
property has primarily an indirect impact in the businesses turnover, except if royal-
ties exist from its licensing agreements; 2. Research expenditures are not capitalized.
They are directly allocated to the income statement, affecting negatively the period
profit and loss financial statement; 3. Significant gaps exist between R&D expendi-
tures and turnover effectiveness. Innovation cycle is, in some cases, structurally long;
4. Several weaknesses exist in the patents effectiveness. Major part of patents regis-
tered in the national or international offices never produce any return; 5. Innovation
culture is not strong enough to ensure higher turnover ratios. Further investigation is
required in this topic in order to evidence the real weaknesses in the innovation effec-
tiveness process.

In the European scenario, the turnover derived from innovation seems quite re-
sidual, except in some countries with poor rates of innovation intensity. Probably, the
cycle of innovation and its impact in the financial statements will take a long time to
become effective. Or, the innovation effort is only the way ahead to achieve a strate-
gic and leadership positioning.

4. Final remarks

The intangible asset concept is, according international accounting and financial
standards, associated with expected future returns. It is viewed as an identifiable non-
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monetary asset without physical substance, controlled by companies and viewed as
source of future returns. Their measurement and valuation process is normally based
on costs, on market prices or on expected incomes. Additional disclosures about in-
tangibles are required by stakeholders in order to mitigate the information asymmetry.
Complementary reports can be the way ahead to achieve the business comprehen-
siveness as required by international accounting standards in their conceptual frame-
works.

Intellectual property is probably the most visible source of intangible assets,
namely the patent registration effort, supported by the intensity of research and de-
velopment disbursements. This evidence is consolidated at a later date by the number
of patents effectively registered and granted by the international agencies. Innovation
management is, therefore, a source of competitive advantage for national economies
in general and for the business sector in particular. However, especially in Europe,
we have a lack of innovative ideas and innovation effectiveness that will lead to
broad application-based patents. The European evidence in those domains clearly
indicates the need for additional macroeconomic policies towards a sustainable
European knowledge economy. The European scenario did not change, in substance,
between 2000 and 2008 and the trend observed indicates that the Lisbon’s goal for
R&D in Europe was not achieved.
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INTELEKTINES NUOSAVYBES VEl}TES NUSTATYMO RIBOS:
KAINA, RINKA, PAJAMOMIS GRISTAS POZIURIS IR INOVATYVI APYVARTA

Ilidio Tomas LOPES

Santrauka. Straipsnyje nagrinéjamas investavimas ] intelekting nuosavybe kaip strate-
ginis zingsnis tvarios pridétinés vertés kiirimo link jmonés ar net visos Salies makroekonomi-
kos lygmeniu. Skirtingos jzvalgos paskatino pagrjsti nematerialiojo turto kaip pagrindinis
struktiirinés pagalbos ekonominiam augimui paradigma. Vis délto, atsizvelgiant j verslo visa-
pusiskuma, nematerialusis turtas turi biiti matuojamas pagrjstais metodais, paisant pagrindiniy
apskaitos standarty. Bendrovés ir Salys turi vykdyti monitoringg bei teikti inovacijy cikly
ataskaitas, kad buty padidinta apyvarta.

Remiantis literattiros intelektinés nuosavybés klausimais analize bei Eurostato investa-
vimo intensyvumo j tyrimus bei plétra duomenimis, Siame straipsnyje apzvelgiama 1998—
2007 Europoje vykusi plétoté. Pateikiama nuomoné matavimo metody klausimu. Buvo istirta
praktiné efektyviy tarptautiniuose centruose registruoty patenty skaiCiaus ir $iy inovacijy
apyvartos lygio saveika. Tyrimy ir plétros intensyvumas makroekonominiu lygiu daro jtaka
asimetrijai tarp Saliy ir regiony. Straipsnyje pateikta inovacijy sgnaudy ir jy jnaso ] intelekti-
nés nuosavybés standartus apzvalga. Geb¢jimas atrasti ir jsisavinti intelekting nuosavybe
atspindi kompanijos ir valstybés adaptavimosi tiek viduje, tiek iSoréje galimybes. Kita vertus,
2010 m. Lisabonos strategijoje iSkeltas tikslas neatitinka aktualiy inovacijy apyvartos propor-
cijy (YTD).
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Atsizvelgiant | iStekliy (ir jy pertekliaus) paskirstymo intensyvuma ir darng, investavi-
mas ] tyrimus ir plétra yra integruotos intelektinés nuosavybés apskaitos intensyviausias ku-
rimo zingsnis. Pajamomis paremtas pozilris - vienas ty, kuris geriausiai atspinti tikrajg inova-
cijy graza. Makroekonominiu lygmeniu, Europoje inovacijos vis dar vystomos remiantis is-
skirtine politika teorinés konvergencijos ir inovacijy apyvartos stiprinimo standarty srityje.
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