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Source: Thum-Thysen et al., European Commission, 2017, p. 12.



Source: Worldscope (listed euro area firms).

Note: This chart shows the ratio of intangible fixed assets to tangible and intangible fixed assets at book value.
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Intensity of investments in intangibles per sector in the euro area (median values)





The Information Gap on Intangibles

• IAS 38 is very restrictive only development expenditures under certain
circumstances can be recognised in the balance sheet. All other intangibles-
related numbers are treated as cost rather than an investment only
exception for M&A intangibles

• Wide range of unaccounted and unaccountable intangibles remain outside
financial reporting  internally generated brands, R&D and patents, but also
human capital competences and skills, customer satisfaction, reputation, 
customer list, organisational capital, and business model

• Lack of transparency on the most important and durable value creation drivers 
 need to find information on these resources outside traditional accounts 
deteriorating value relevance of financial reporting
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In July 2016, Professors

Baruch Lev (NYU) and 

Feng Gu (Buffalo) publish

an important and 

controversial book, where

the problems with today’s
accounting are analysed

and a new way forward is

proposed



Consequences of the Intangibles Information Gap

Mismeasurement of intangibles has adverse economic consequences in terms of:

- Level of information asymmetry on a firm (volatility of share prices & insider 
trading)
- Accountability of management for actions/decisions in managing the firm’s 
resources
- Lack of data for analysis and rational external resource allocation and investment

Hence, this situation has negative effects on 
- value measures (e.g., market-to-book ratio) that are biased,
- performance measures (ROE, ROA, EVA) that are deceiving, and
- the prediction of future earnings and cash flows, that is largely flawed.

Also, and even more seriously, internal corporate resource allocation are seriously 
distorted.
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Information on Intangibles: A New Deal? 
Several ongoing initiatives:

- IASB Project on the revision of Management Commentary Practice Statement  a 
principles-based approach to information on Intangibles

- FASB Project on «Identifiable Intangible Assets & Subsequent Accounting for 
Goodwill”

- SEC proposed regulatory change regarding wider disclosure on Human Capital

- EFRAG Project on Better Information on Intangibles academic literature review
on intangibles and imminent creation of focus groups of preparers and users of this
type of information

- WBCSD Project on «Redefining Value»  largely based on Intangibles

- Autorité des Normes Comptables (ANC-French accounting standard setter) 
Study on Extra-Financial Information for the French Minister of the Economy

- New ICAS research interest in Intangibles what are the information needs of 
users on intangibles? What are the difficulties of CFOs in prucing this information?



WICI Network’s Recent Activity
• WICI-KPIs per industries centred on company value creation latest example is the KPIs for the Food and 

Beverage industry (free download at: www.wici-global.com/kpis/) WBCSD Project called «Reporting 

Exchange» collecting all the KPIs for sustainability ca. 25% of KPIs collected come from WICI-KPIs

• Joint Position Paper WICI-IIRC on «Intangibles and SDGs» presented at the last B20 meeting in Tokyo 
Intangibles are crucial for the achievement of several SDGs such as «Good Health and Well-Being», «Quality
Education», «Gender Equality», «Decent Work and  Economic Growth», «Industry, Innovation and Infrastructure» 
(free download at: www.wici-global.com)  Integrated Reporting, including intangibles

• WICI CFO Guidance on Intangibles going to be released in the next few weeks

• Possible convergence between WICI, WBCSD and the «Capitals Coalition» comparison of respective

Frameworks

• 3rd WICI Europe Conference on «Intangibles: The European State of the Art» held in Brussels on 7 

November 2019 55 amid Institutions and stakeholders, including the European Commission, IASB, ESMA, 

EFRAG, ANC, GASB, EFFAS CESG, Universities, EY, professionals, corporates, asset management funds (free 

download of the presentations at: https://www.fondazioneoibr.it/members-login/)

• Many activities in WICI national jurisdictions (France, Italy, Japan)….. for example….

http://www.wici-global.com/kpis/
http://www.wici-global.com/
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General 

level

Sector 

level

Enterprise 

level

Basic Intangibles
Indicators

(3-5 max.)

Industry-Specific

Intangibles Indicators

(10-20 max.)

Company-Specific 

Intangibles Indicators

(no limit)

WICI Intangibles Reporting Framework: combining comparability & specificity









WICI: Intangibles reporting different from Sustainability Reporting

* Organisational Capital according to WICI Framework

Intangibles 

Reporting
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Towards the Concept of «Business Sustainability»

(WICI Intangibles Reporting Framework, 2016)

Intangibles ESG

Business Model

BUSINESS 

SUSTAINABILITY
(including financial sustainability)
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The Materiality Principle (IIRC vs. GRI)

Materiality according to GRI Materiality according to IIRC

LIKELIHOOD of OCCURRENCE

MAGNITUDE of the IMPACT 



© International Integrated Reporting Council

Published by Corporate Reporting Dialogue in 2016

It aims to compare the DEFINITIONS, 

SCOPE/BOUNDARIES and COMMENTS of the 

materiality principle according to the CRD 

participants standards and frameworks (CDP, 

CDSB, GRI, IASB, IIRC, ISO, FASB)



Some concluding remarks

In 2017, Thum-Thysen et al. (2017) from the European Commission state that

important is an improvement of systematic reporting of investments in all 

relevant intangibles and as a driver of value creation for individual firms
This may also facilitate getting access to finance (capitalised intangibles might 

be used as collateral), improve corporate governance and market transparency

- ESG is not the same as Intangibles various points of contact (e.g., risk

profiles, reputation), but also distinct viewpoints and implications for the long 

standing value creation processes of companies

- Towards a standardization of information on ESG &Intangibles
by the European Commission? or by the IASB?

- And above all…
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Towards ESGI? 
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THANK YOU!

Prof. Dr. Stefano Zambon
University of Ferrara

Former Global Chair, WICI 

EFFAS CESG Commission

stefano.zambon@unife.it
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