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ABSTRACT
This paper attempts to contribute to the development of a positive theory on the
management of intangibles by building a model that describes the process
followed by business firms willing to implement a system for the management
of intangibles. Our study reveals that companies usually take three steps: the
identification of critical intangibles related to value creation, the measurement
of those intangibles by means of a set of indicators and, finally, the monitoring
of intangible resources and activities.
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INTRODUCTION
It is nowadays widely accepted that innovation is the dominant factor in
national economic growth (OECD, 1996). The innovation process has been
studied for decades but only recently have we started to understand how
complex it is and how many different factors may affect its direction, speed and
characteristics. Because of the very many studies made, particularly by the
scholars of the so-called evolutionary economics, we know now that the linear
model of innovation (Nelson, 1959, Arrow, 1962) is almost a fiction and that the
interactive model of innovation (Kline and Rosenberg, 1986) is much closer to
reality.
However most of the efforts to describe, analyse and measure the innovation
process and its effects are restricted to technological innovation. That is the case
with the OECD and EUROSTAT surveys (European Commission, 2000). While
a few years ago organisational innovation was considered as “other type” of
innovation, being technological innovation the “real” one, our hypothesis is that
changes in management practices, particularly in human resource management,
are preconditions for innovation, and therefore understanding and measuring
them accurately becomes cruciali.
In this new world, knowledge is source of competitive advantages and, thus is
considered among the main production factors to monitor and manage.
Knowledge is the main intangible ingredient in the melting pot that makes
innovation possible and therefore, the measurement of knowledge is a key
issue. There are other intangibles in that pot and the main objective of this
research is precisely to provide insights into them.
In this context there is a need for information on the intangible determinants of
the value of companies that will help improve the decision making process of
managers and stakeholders.
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The purpose of this research is to provide evidence on the “best practices” in
the measurement of and disclosure of information on intangibles by Spanish
companies. We intend to ascertain how the management control of intangibles is
carried out, why and when organisation members do what they do, and how
people, organisational units, etc. interact. For doing so, several case studies
have been carried out.
Our results may contribute to the development of a positive theory on the
management of intangibles in that they may be used as a benchmark for
comparisons across companies, industries and countries, following the
Grounded Theory method (Glaser, B. and Strauss, A., 1967). Both the
description of the best practices and the theory will provide a sound basis to
draft a set of Guidelines for measurement and disclosure of such investments.
The remainder of the paper is structured as follows. Section 2 contains the
conceptual framework, explains the economic theories that sustain the
conceptualisation of intangibles and presents the main concepts, Section 3
contains the model for the management of intangibles. Section 4 gives some
examples of the implementation of the model and finally, section 5 summarises
the main conclusions.
1. CONCEPTUAL FRAMEWORK
The concept of knowledge and its role in the economy varied greatly in the
second part of the XX century. Since the so called neo-classical to the more
recent theories about the learning firm, the importance of knowledge in the
firm's management process has changed dramatically.
Until the 1980s, the mainstream of the management theory focused on business
environment (industry structure) as the ground for understanding competitive
advantage. Aligned with the ideas of neo-classical economics, it was assumed
that resources were homogeneously distributed within the industry and that
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they were easily accessible by competing companies. Knowledge was assumed
to be equal to information and furthermore, it was free, available, generic and
easily adapted to the firm's needs. Therefore, the role of management was to
find the way to combine products and markets, given the bargaining power of
suppliers and customers, entry barriers and potential substitute products and
technologies. The message of this line of thinking was to worship the
environment instead of focusing on the inside of the firm.
During the 1980s those previous ideas were challenged by what was later
denominated resource based perspective. Describing some elements that had
already been announced by Penrose (1959), followers of this school suggested
that competitive advantage was not reached only by different combinations of
products and markets in a given industry but, on the contrary, it was mainly
due to differences in organisational resources of different kinds (Wernerfeld,
1984). As resources cannot always be transferred or imitated, we should look
inside the company for the identification of real sources of sustainable
differences among firms. That is, to focus on the firm's inside and not only on
its environment (Roos, 1996).
Furthermore, Barney (1991) developed four criteria for determining what kind
of resources provided a competitive advantage: (1) value creation for
customers, (2) rarity, in comparison to competence, (3) imitability, and (4)
substitutability. The only resources that seem to pass this test are “intangibles”,
either if they are named, knowledge, invisible assets, absorptive capability
(Cohen y Levinthal, 1990), core competencies, strategic assets, core capabilities
(Zander y Kogut, 1995), intangible resources (Hall, 1992), organisational
memory (Walsh y Ungson, 1991) or any other denomination with a similar
meaning.
The introduction of these ideas coincided with an original work in the
management area by Itami and Roehl (1987). Although the authors did not give
a definition of what invisible assets are, they consider them as the most
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important resources in production processes. These assets are based on
information, and can include anything from customers loyalty to technological
skills or internal goodwill.
The very well known and broadly applied concept of core competencies
(Prahalad y Hamel, 1990) is another example of intangibles as a sustainable
competitive advantage. In line with Barney (1991), one of the requirements that
allows a competence to be considered as “core” is that it be hard to imitate by
competitors.
Thus, intangibles are important in management processes as they have become
a crucial resource for the firm. And this is mainly due to their impact on
innovation processes. The most important contributions to the understanding of
these concepts have arisen from two major bodies of literature: the theory of
technical change and human capital theory (Ducharme, 1998).
The first contributors of the economics of technical change mainly focused on
research and development (R&D) activities, but in more recent studies (Pavitt,
1984, Dosi, 1984, Freeman, 1986 or Nelson and Winter, 1982) it has been shown
that innovation processes have more to do with the recombination of existing
knowledge than with the creation of brand new knowledge through R&D.
Firms are involved in a complex learning process, where not only the funding
or R&D is essential, but also the propriety of knowledge through intangible
investments (Ducharme, 1998).
The human capital theory emphasises the importance of individuals
considering them as investors. Individuals will invest in their education and
training in order to achieve future benefits. Thus, human capital is considered
as an asset, similar to physical or financial assets. Mincer (1989) summarises
that human capital plays a dual role in the process of economic growth: 1) as a
stock of skills, generated by education and training, that is, as a productive
factor that co-operates in the production of the final output; 2) as a stock of
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knowledge, that can be accumulated and is the source of innovation, thus, a
basic cause of economic growth. It is from this second perspective that the
conceptualisation of intangibles is explained by the human capital theory.
Managing knowledge is about transforming the individual knowledge (tacit
knowledge) into explicit knowledge, selecting the knowledge that will be useful
for the firm, and re-using that knowledge in a way that helps increase or
acquire intangible resources.
There is not a broadly accepted definition of “intangibles”. As stated by
Cañibano and Sánchez (1998), it is actually an adjective that goes along with
different concepts, such as assets, investments, resources, etc. However, the
adjective is often used as a noun, and this is a good proof of the existence of
significant difficulties when trying to find a right qualification.
Furthermore, the terms intangibles and intellectual capital are often used in
different contexts although they seem to be attached the same meaning. While
intangibles appears to be an accounting term with a balance sheet orientation,
intellectual capital is more frequently used in the realm of human resources
(Vickery, 1999).
Intangible resources, following Hall’s (1992) proposal, are considered as
“assets” in a broad sense, that is, intellectual property rights, trademarks,
certain information technology such as data bases, networks, etc., and “skills”,
i.e., capabilities and competencies, such as those of the human capital. The
intangible resources of a company, a static notion, can be measured at a given
moment.
Those resources can also be analysed in dynamic terms. Companies are
undertaking activities to acquire or internally produce intangible resources, on
one hand, and to measure and manage them, on the other. Although the
activities undertaken are always costly, companies are not always able to
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measure and keep track of those costs. In general, we will consider those costs
as “intangible investments”, which can be defined as a set of expenditures,
sometimes not expressed in financial terms, that may or may not appear in the
corporate financial reports, and either give rise to new “intangible resources” or
allow a more efficient use of existing ones. These “intangible resources” are
likely to increase the future value of the company, in general and its innovation
capacity in particular.
Management of intangibles is a much broader concept than knowledge management.
Its main purpose is to enhance the firm's value through the creation of
competitive advantages. Managing intangibles involves identifying them,
assessing their links with the present and future value of the firm, measuring
their value, discovering intangible activities and, finally, being able to efficiently
manage those activities. Knowledge creation is an intangible that firms should
manage as well as other main intangibles, so it means that knowledge
management is a subset of the management of intangibles.
The difference between these two concepts that are often used in similar ways,
may be appreciated by comparing two situations:
When a company tries to assess how information technologies
investments are affecting its innovation capacity and, at the same time,
how this innovation capacity is creating value, and when the company
tries to define indicators in order to measure and manage this intangible,
we are talking about management of intangibles and not about
knowledge management.
When a company searches for indicators to measure the customer
satisfaction level we are doing again management of intangibles instead
of knowledge management. Once the company processes and analyses
the information, once the company acts intelligently on that information
to obtain knowledge, only then, we could talk about knowledge
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management but the whole previous process would take part of the
management of intangibles process.
The next logical step to better understand the nature of intangibles is to
categorise them, and to focus on their implications for the daily management of
companies. That means to focus on what to measure, according to the view that
“you can manage what you can measure”.
According to The Cambridge Institute for Applied Research, when approaching
to the measurement of intangibles, there are three different methodologies
(Abdolmohammadi et al., 1999 web page):
1. The first method is based in the concept of Return on Assets (ROA). A
company can compare this ratio with the company’s industry average to
calculate the difference. If this difference is positive, it is assumed that the
company has an excess value of intangibles in relation to the industry. If this
excess is multiplied by the company’s average tangible assets of the period, the
result will be the average annual excess earning over the industry. Dividing this
excess earning by the company’s Weighted Average Cost of Capital (WACC),
one can derive an estimate of the current value of its intangibles. Using this
methodology it is assumed that the assets of a company will not grow in the
future. To make up for this problem, the growing assets nominal rate would
have to be deduced from the cost of capital. This method is simple to use and
the information needed is easily available from financial statements.
2. The second method is based on the concept of a valuation premium in the
capital market. The Market-to-Book ratio shows the excess of a company’s
market capitalisation over its stockholders’ equity and it can be derived then
that it is due to the intangibles owned by the company. To calculate this ratio
more accurately, the historical financial statements must be adjusted for the
effects of inflation or replacement costs. Using historical data may distort the
measurement particularly in industries with large balances of old capital assets.
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This method provides a market measure of a company’s value of intangibles.
The market information on the company’s stock price is readily available, but
historical financial statements, as mentioned, should be adjusted for current
replacement costs.
The third approach identified by The Cambridge Institute for Applied Research
is, in our opinion, very different in nature from the two previous ones. It is a
method based on measuring the value of intangibles by first identifying its
different components. Once these components are identified, they can be
measured through indicators. This method is the most complex and expensive
because of the large number of components that have to be identified and
individually measured, but it is also the most accurate way to measure the
value of intangibles, taking into account that the other two just report the total
value of intangibles but do not show any component.. Nevertheless, every
intangible can be measured through different scales or units, they could not be
added up at the end, but this is not seemed as a problem when the aim of a
company is to develop a system to properly manage its intangibles. This is the
approach used within the context of our research, whose main results will be
described next.

2. MANAGEMENT OF INTANGIBLES. A MODEL FOR THE ANALYSIS
The main purpose of this study was to analyse good practice by Spanish firms
with regard to the management of intangibles. The main hypothesis underlying
the study (Cañibano, L.; Sánchez, P., 1998) is that good practice enterprises
differ from other enterprises concerning the management control of intangibles.
Intangibles are normally neither reported externally nor integrated in internal
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management accounting. Nevertheless, they are in some way handled in the
management control process, normally in an informal way.
Good practice enterprises are expected to be well aware of the importance of
intangibles critical for the success of the firm. These firms are also expected to
identify, measure, report, communicate and evaluate important intangibles in
the management control process. The following reflections are based on the
analysis of firms which considered the management of intangibles as a strategic
issue related to their ability to create value. In some cases, the firm had some
previous experience in the measurement and management of intangibles; in
some others, the firm was about to start their intangible management system.
The approach used with both types of firms was slightly different. In the first
cases, they were inquired about what they were doing and in the second case,
they were inquired about what they thought they should do. The results of the
analysis are presented next.
The way the firm develops its intangibles measuring system will depend much
more on the use the firm wants to give to that information. Firms might be
willing to measure their intangibles for internal or external purposes. In the first
place we are talking about measuring for managing, that is, trying to know
what are the critical intangibles in the firm that need to be monitored in order to
attain the strategic objectives or to enhance their core competencies. In the
second place, we are talking about the need to provide to third parties with
useful information about the real value of the firm.
Firms usually follow a common pattern when developing their intangible
management system. As Figure 1 shows, three different phases can be
identified:
1. Identification of intangibles
2. Measurement
3. Management
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Firms whose main purpose is to internally manage their intangibles in order to
create value will at a first stage, try to identify those intangibles strongly related
to their strategic objectives.
Thus, the identification phase focuses on what can be called critical intangibles.
The firm needs to determine what its strategic objectives are and what
intangibles are more strongly related to them. They are not only concerned
about the intangible resources but also about what they have to do in order to
create and increase those critical intangibles. That is, what are the activities that
affect positively and negatively their intangible resources? (Dynamic
dimension). It is important not to focus only on those activities that might
increase the level of critical intangibles but also to consider those that might
impede or even decrease their intangible resource level.
Once the firm has completed this first phase, it starts looking for good measures
for those intangibles. In this stage, it is important to focus both on the quality,
utility and feasibility of the indicators and on the links between intangibles.
Furthermore, companies will inquiry about their future strategic objectives.
They need to link current intangible investments with their long term strategy,
that might contain certain objectives that at present are not considered. Most of
the intangible investments will produce uncertain returns in the future, so firms
cannot allow themselves any myopia in this strategic view. Figure 1 presents a
graphic representation of the model.
Figure 1 . A comprehensive model for the analysis of intangibles
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STRATEGIC

INTANGIBLE

OBJECTIVES

RESOURCES

INTANGIBLE
ACTIVITIES

Identification
Management

The first step in the analysis is, thus, the identification of the strategic objectives
of the firm. Once this first phase has been accomplished, then it comes to the
identification of those related intangibles (we have called them intangible
resources) and the discussion of which activities affect the level of those critical
intangibles and, as a consequence, their performance. Finally, the firm will look
for good measures to monitor the level of those intangible resources and the
performance of the selected intangible activities.
The model should be understood in a dynamic sense. The firm measures the
level of intangible resources in a given time (t). Then it develops different
activities that might affect the latter and, it measures them again in period t+1.
This way, the firm can monitor the different changes in their intangible
resources level as a consequence of its management procedures.

Identification
Regarding the Identification phase, as it was said before, firms usually focus
only in those variables that are linked to the present or future value creation of
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the firm. This requires to inquiry about what their strategic objectives are. To
obtain that information, the firm has to answer the following questions: where
am I?, where do I want to go?, what are the challenges? And then, what do I
need in terms of intangibles? Usually they emerge as a result of internal
discussions or brainstorming sessions, in most cases with the intervention of
external experts who might be an excellent help for companies that are taking
their first steps into this matter. This can also be used to discuss the related
critical intangible resources.
As a result of this in-depth analysis of what the intangibles more directly
related to the strategic objectives of the firm are, a network of intangibles
emerge.
Figure 2. Network of intangibles

STRATEGIC OBJECTIVE
CRITICAL
INTANGIBLE 1

CRITICAL
INTANGIBLE 2

CRITICAL
INTANGIBLE 3

INTANGIBLE RESOURCES

INTANGIBLE RESOURCES

INTANGIBLE RESOURCES

INTANGIBLE ACTIVITIES

INTANGIBLE ACTIVITIES

INTANGIBLE ACTIVITIES

At the top of the Pyramid, we find a set of critical intangibles that might help
maintain or enhance the firm’s competitive advantage or reach the strategic
objectives. These are "abilities" that the firms need to develop in order to attain
the strategic objective.
A range of activities and resources might affect each critical intangible. In most
cases, the firm does not know exactly the precise impact of each activity over
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the resource but has a fairly good feeling (based on its previous experience) that
it is affecting the critical intangible resource. This is enough to consider it as an
intangible activity or, in other words, as an intangible investment. In next
section, an example of a network will be given.
Measurement
Once the critical intangibles have been identified and the pyramid of relations
has been build, the firm needs to define specific indicators that serve as a proxy
measure for each intangible. Thus, a set of indicators is defined and developed
for each intangible. Both intangibles and indicators can be classified in several
ways. Next, the approach recommended for the analysis is described.
The set of intangibles and indicators used is based in several sources of
information (Danish Trade and Industry Development Council (1997), Lunde
(1998), Bankinter (1998), Brooking (1996), Cañibano et al. (1999b), Finanzia BBV
(1997), BBV (1998), Ericsson (1997), Repsol (1998), Indra (1998 and 1999).
The main features of the developed measurement system are summarised in
Figure 3.
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Figure 3. Main features of the measuring system
LEVEL OF ANALYSIS

CLASSIFICATION OF

CLASSIFICATION OF

INTANGIBLES

INDICATORS

(Variables)

(Measurements)

Intangible

Human

Resources

Capital

Intangible

Structural

Industry

Activities

Capital

Specific

Relational

Firm

Capital

Specific

General

First it would be useful to distinguish, as mentioned, two levels of analysis:
intangible resources and intangible activities.
Regarding the

classification of intangibles used it would be desirable to

distinguish between Human Capital, Structural Capital and Relational Capitalii.
Most firms can clearly distinguish these three groups of variables. It is clear
that, in some cases, it is hard to classify into categories. It this sense, it can be
said that these three groups are not mutually exclusive but intend to be
operative.
Human capital is defined, in a very simple way, as the knowledge that the
employees take with them when they leave the firm at the end of the day. That
is, for example, their expertise, educational level, etc. Conversely, Structural
capital is defined as the pool of knowledge that stays at the firm at the end of
the working day, as, for example, the firm’s routines, culture, databases, etc.
Finally, the Relational capital is defined as all the intellectual capital linked with
the external relationships of the firm, as, for example, the relation with
customers.
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Regarding the indicators they all have to be clear, feasible and useful for the
firm. By clearness it is meant that it has to be well defined to avoid ambiguity;
by feasibility, it is meant that the firm has to be able to collect the required
information for the indicator; and by usefulness, it is meant that it has to be
meaningful for the firm.
Furthermore, it is useful to distinguish between general, industry specific and
firm specific indicators. It is assumed that an indicator is industry specific when
it refers to processes, definitions, etc. that are particular of that industry or that
might differ from manufacturing to services. On the other hand, an indicator is
firm specific, when it requires a previous definition by the firm, for example,
any indicator referring to “high potential” employees would require a
definition of what the company considers as “high potential” employees. These
latter are thus not comparable across firms.
Indicators might be financial or not financial, and this applies both to intangible
resources and intangible activities. It is clear that intangible activities are always
costly for the firm, but the firm is not always capable to estimate the cost of that
activity or, in some others, it is considered so strategic that they do not even
care about its cost. It is clear that, for the management process, it would be
desirable to have indicators of the impact on financial variables. It is neither
possible nor worthy for the firm to assess the individual impact of each activity
or intangible investment on its performance. The most advanced firms are,
usually, capable of identifying general value-chains that link several activities
with some performance indicators.
For each indicator on the intangible resources, the firm would have to check
whether that indicator is feasible, useful, important for the creation of value,
and, finally, if it can be disclosed. Whenever possible the cost of the different
intangible activities, and the effects of such activities on performance indicators,
should be assessed.
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Monitoring
Once the measurement system is developed and implemented, firms must
analyse their results internally. This task is usually assigned to top managers. It
is important to notice that the results obtained are not always linked to any
rewarding system, as other traditional indicators are. In many cases what firms
attempt to implement is a culture of generosity among their employees.
Concerning the monitoring of intangibles, it is important to bear in mind that
once firms have produced the indicators for the measurement of intangibles
they do not always intend to maximise them. The objective for some intangibles
may be to reach an optimal level, while for some others may be desirable an
increase or decrease.

3. MANAGING INTANGIBLES IN PRACTICE. SOME EXAMPLES
The previous section has focused on the process that firms follow when trying
to implement a system for the management of intangibles. The described model
emerged as a result of a set of a series of in-depth case studies. The model has
been used in those firms who did not have any previous intangible
management system, and modified taking into account their suggestions. This
section summarises the results of our study.
As it was previously mentioned, three steps can be distinguished in the
management of intangibles: Identification, Measurement and Monitoring. The
result of the identification phase is a network of intangibles, related to the
strategic objectives.
Figure 4 provides an example of this network of intangibles. At the top, the firm
has identified that in order to reach the strategic objectives, they need to be
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capable of reacting to changes, be able to retain and attract key employees and,
finally, they have to be able to fulfil the customers requirements.
All this embracing categories are the consequence of other intangibles. For
example, the ability to adapt to environmental changes, will rely upon the
innovative capacity of the firm, among other items. And this variable, at the
same time, will rely on flexibility, for instance.
It is clear that most firms will like to monitor their capacity to react to
environmental changes, or their ability to attract and retain key employees as
they are fundamental determinants of value for any firm in our present
economy.

Therefore, this example could be seen as a generic pyramid of

intangibles, a reasonable starting point for companies trying to identify their
intangibles and the existent links among them, though it must be adapted for
each company.
Once this identification phase has finished and the network of intangibles
related to each strategic objective has been developed, the firm should start
looking for good indicators.
Firms tend to identify and measure different intangibles, depending on their
strategic objectives. Table 2 shows some examples of these intangibles,
distributed into resources and activities and classified in the three categories
previously mentioned: Human capital, Structural capital and Relational capital.

21
Figure 4. Network of intangibles. An example.

Strategic Objectives

Retain key
employees

React to
changes

§ Employee
Satisfaction

§ Innovation
Capacity

Customer
Satisfaction

Attract key
employees

§ Image

§ Quality

§ Employee
Flexibility
§ Business
Flexibility

Table 2. Structure of the Measurement system. Some examples of Intangibles
Human Capital

Structural Capital

Relational Capital

Intangible Resources

§
§
§

Experience
Education
Flexibility

§
§
§

Innovations
Patents
Flexibility

§
§
§

Fidelity
Market share
Image

Intangible

§
§

Training
Rewarding
system

§
§

Quality
Innovation
expenditures
Processes

§

Customer
satisfaction
Marketing

Investments

§

§
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Following our previous example plotted in Figure 4, the innovations that the
firm has achieved represent an intangible resource that is part of structural
capital. This intangible resource can be leveraged through innovation
expenditures, which will be an intangible activity. In the same line, the level of
education of the employees (which is related to the innovative capacity of the
firm) can be leveraged through training activities.
It is important to stress that any critical intangible might be affected at the same
time by intangible resources and activities that might fall under any of the three
considered categories of capital (Human, Relational and Structural). That is,
most critical intangibles will be the result of activities developed under the
human capital, structural capital and relational capital. The interactions of these
three categories is extremely important.
From the analysed firms it seems that they usually focus on the Human
Resources category. Most of the variables and indicators correspond to this
group, while there are not as many indicators of the Structural Capital and the
Relational Capital.
The Relational Capital indicators are usually based on a customer satisfaction
survey. The frequency of the implementation of this survey varies greatly from
one firm to another. It seems that there are significant differences between
industries in the frequency of data collection regarding their customers.
It appears that most of the main intangibles (abilities that the firm has to
develop in order to attain the specific objectives), are common to all surveyed
firms. What makes the difference is the indicator developed and the importance
that the firm gives to each of them in relation to its advantages and
shortcomings.
Regarding the comparability of the indicators, most of the proposed indicators
are general, that is, they can be compared among industries and enterprises. In
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some cases, the comparisons are made with the most advanced companies in
the management of intangibles, and not with other firms in the same industry.
In this way, what is interesting to observe is that “same culture” could be a
more adequate approach than the “same industry” when making comparisons.
Indicators and intangibles might change throughout time while the
environment and the firm's specific objectives evolve. Far from being rigid, each
year firm has to develop some new indicators to be able to monitor change.
Firms are concerned about the link between intangibles and traditional
performance indicators. The effect of an intangible investment is not immediate,
but it will be important to find it out.
Regarding the disclosure of indicators, and as a general trend, it can be said that
firms do not hesitate to disclose most indicators, even though they have
developed them for internal purposes. Disclosure is seen as something
profitable because it is not easily imitated; nevertheless, they do not want to
disclose the way they have come to that specific indicator. That is considered as
strategic for the firm.

4. CONCLUSIONS
The experience gained from the case studies has provided us with an
exploratory basis of how firms are measuring and managing their intangibles.
We have attempted to develop a comprehensive model described in the
previous section. The following aspects have to be taken into consideration:
i) The management of intangibles is broader than the management of
knowledge. It involves the identification of intangibles linked to the present and
future value of the firm, their measurement and finally, the implementation of
those intangible activities that might be positively affecting the level of the
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critical intangibles, with the sole purpose of developing competitive
advantages.
ii) In this sense, firms are concerned with those intangibles that are, somehow,
related to the creation of value. Thus, their efforts are oriented towards the
identification of those intangibles and its further measurement and
management.
iii) The implementation of an information system for the management and
control of intangibles, follows three different phases. First, the identification of
the critical intangible resources related to the firm's strategic objectives. Then,
the discussion on which activities (intangible investment) and resources
(intangible resources) are affecting the existing critical intangibles in a positive
and negative way. Once the identification phase is completed, the next step is to
develop some useful indicators for each intangible resource and activity. Those
measures have to be feasible, meaningful and useful for the firm. The final step
in the whole process is the monitoring, that is, the implementation of the
intangible activities and the periodic revision of the whole model to adapt the
new challenges.
iv) Thus, the model distinguishes between intangible resources (stocks) and
intangible activities or investments (dynamic). Regarding the intangibles, a
distinction should be made between Human Capital, Structural Capital and
Relational Capital. There are continuous interactions between the three blocks.
The links between these three categories are represented through intangibles
that can be found in more that one category, but with different indicators. For
example, the flexibility can be attained through actions on the human capital,
the structural capital and the relational capital (n 4 of Figure 5). For each
category the indicator will be different.

Figure 5. Groups of intangibles of the intellectual capital
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v) The proposed indicators might be general, specific for the industry or specific
for the firm. All the indicators should fulfil a threefold requirement: clearness,
feasibility and usefulness.
vi) Finally, and related to the whole management of intangibles process, it
should be stressed that the Intellectual Capital of the firm can be increased
either by leveraging the level of Human Capital, Structural Capital and
Relational Capital or by promoting the interactions between the three groups.
They should not be seen as watertight compartments but as a highly interlinked
groups of intangibles.
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