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ABSTRACT: The concept of value has been born together with the commercial activity. One has decided to 

present in this paper some of the ways in which the intangible assets of a company contribute to its value raise.   

To eliminate different interpretations of the terms, one has defined the main concepts and elements present in the 

paper, such as the concept of value, Value Based Management.  

Besides the brand, the second analyzed instrument of value creation is the human capital (resource) - HR. In this 

matter, one has taken into consideration the reverse influence the company has on its HR and the value the HR 

creates within the company.  

One huge result of the study is that in order to be able to create value for a team work, this team needs to be 

equilibrated regarding competences, working style, active collaboration, proactive behaviour, correct and 

common focused purposes.  

Last, but not least, one has brought into discussion the Value added intellectual coefficient, method conceived to 

help the managers determine their companies’ potential, based on present performance and exploit it at its best. 

In conclusion, every company has its unique set of knowledge, competences, values and solutions, all intangible 

resources.  
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1. Introduction 
 

The high demand for new ideas and new product concepts in the knowledge economy posed a major challenge to 

the organizational innovative ability, which can be tackled only by liberating innovation from being the function 

of one department (R&D) to an activity to which everyone in the organization contributes. 

 
1.1. Value Based Management (VBM)  

 
VBM is the management approach that usually ensures the maximisation of the companies’ value for the 

shareholder (Avram, 2003). It aims to provide consistency of: the corporate mission; the corporate strategy; 

corporate governance; the corporate culture; corporate communication; organization of the corporation; decision 

processes and systems; performance management  processes and systems; reward processes and systems with the 

purpose of raising the company’s value. 

There are 3 basic elements: 

 Creating value: the company generates or increases value – future strategies; 

 Managing value creation: governance, change management, organizational culture, communication, 

leadership;  
 Measuring value: evaluation. 

The main benefits: 

 Continuous maximization of value creation; 

 Improving company’s transparency; 

 Facilitates communication with the investors, stakeholders and annalists;  

 Aligns the interests of top management, stakeholders and shareholders; 

 Prevents stock undervaluation; 

 Sets clear management priorities; 

 Improves resources allocation; 

 Encourages investments that create value; 

 Streamlines planning and budgeting; 
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 It helps manage uncertainties and risk management; 

 Prevents takeovers; 

 It sets effective targets for compensation. 

Disadvantages: 

 Is an all-embracing, holistic philosophy, often requiring an organizational culture change; typically large 

scale initiatives, demanding considerable time, resources and patience in order to be successful.  

 Economic added value, performance management and balanced scorecard are useful but expensive 

instruments; therefore, they should be used only when necessary, avoiding unnecessary going too deep 

into details. 

 The risk of including not relevant elements into evaluation, things that might lead to value destruction. 

 VBM requires strong support from CEO and Executive Board. 

There are five key factors of added value: 

 an explicit commitment of the managers so as to create value for the company’s shareholders;  

 education and skill preparing of a large number of employees and managers;  

 developing in the company the common interest idea, through an adequate reward policy; 

 development and sustainment of the creating value economic units by implementing more efficient 

systems;   

 restructuring implementation. 

 

1.2. Goodwill 
 

Represents that part of business value over and above the value of identifiable business assets. Is a key intangible 

asset that represents the portion of the business value that cannot be attributed to other business assets. It reflects 

a synergy among the various assets used by the business to produce income, such as reputation in front of clients 

and brand image. 

The goodwill value is calculated and included in the total value of the company and in the selling price as well, 

reflecting the potential of a society to create a profit which is superior to that one realized if the company had to 

sell its assets separately. It can be updated according to the capacity of assets to generate positive cash flows and 

profit.  

The goodwill can be negative when the acquisition of a company is made at a discount price, with the recognition 

of the existing debts in the company or if the selling price was reduced so as to compensate the future losses or 

costs.   

 

Goodwill = Total acquisition price – net fair value of identifiable assets and debts (current assets + fixed assets – 

total debts) 

Goodwill contains relevant information about the creation of expected value, overvaluation or about the price 

overpaid at aquision.   

 

 

 

1.3. Creating value through goodwill – the brand 
 

The intangible assets that frame within the name of intellectual capital are the following (Stan et al, 2006): 

 Brand – the identity of the company that expresses to the clients the values of the company; 

 Intellectual property and goodwill – trademarks, patents, licences, copyright;  

 Active intelligence – creativity, knowledge, know-how, industrial secrets, information, innovation ability; 

 Organizational culture – the way in which the company makes business, practices, politicise, values; 

 People – each individual with his unique personality, talents, abilities, relations, values;  

 Experience – the company’s history, events and achieved experiences;  

 Intellectual material – the new capital that produces value to the company.  

The brand term has become a sum of all these intangible assets and of the wealth brought by the intellectual 

capital that the company has created meanwhile.   

Goodwill is made up of the intangible assets of the company, such as trademarks, symbols, numbers, reputation, 

relations with suppliers and clients, patents, perceived quality, relation with distributors, which generates added 

value and strategic advantages (Lycklama, Grift, 2007). The clients do not buy only a product with material and 

technique qualities, but also its image. The brand creates the presence of the company on the market, ensures its 
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market share, notoriety, sales etc., namely it is the one that creates value. It enhances the trust in the company’s 

products and the clients’ loyalty.   

The benefits (Dumitrascu, 2007) brought to the company resided in establishing a solid support for launching 

some marketing campaigns, for attracting new consumers. A strong brand allows practicing higher prices that 

lead to superior profits. Another advantage is represented by the possibility of developing some of its extensions 

to other products or services, which means a reduction of the costs with their promotion. The brand helps to 

establish some advantageous trade arrangements with the distributors, because a recognized brand has a lower 

risk than a new one.  Last but not least, one can consider a recognized brand as an entrance barrier to the market, 

as regarding the competitors. The effort of entering the market in these circumstances implies considerable 

investments in the marketing and distribution activities. Because the brand generates rentability for the company, 

one can easily consider it as an asset. The advantages generated by the brand must be maintained through 

investments, as well as the rest of the other assets.  

The goodwill evaluation methods in the three value approaches are the following (Lycklama, Grift, 2007):  

 cost approach – establishment of its component parts and the calculation of the total cost for their 

replacement;  

 market comparison approach – uses similar transactions, information available to public, auction scenarios; 

 income approach – is based on the payment in return to licensing rights or to the reduced value of the future 

brand earnings discounted to present value.  

There are four methods for approaching the brand value (Moore, 2001): 

 The first method is based on a maximum price assured by a brand. The superior incomes achieved on the 

basis of these prices bring big profits and a potential capacity of auto financing. The brand value is 

determined by multiplying the difference between the maximum price and the average one for the 

comparable products, in terms of sold products.   

 The second method supposes to determine the impact of the brand name upon the consumers’ preferences, 

meaning the influence upon the market share and loyalty. The brand value is determined through the 

marginal value of the supplementary selling that the brand can sustain. The profit resulted from the marginal 

selling lost in a possible brand extinction could approximate its value. 

 The third method is based on price fluctuations on the stock exchange. The calculus starts with the market 

value, which is obtained by multiplying the stock market of a share by the total number of shares. Of this 

amount, one deducts the replacement value of tangible assets, thus obtaining another form of the balance 

sheet that shows brand capital value and the intangible assets not related to the brand, as well as the R&D 

expenditures or patents. The correct size of the brand value will be given by the brand age, the marketing 

expenses level, position of the company, position towards competition.  

 The fourth method consists in updating the future cash flows that can be attributed to the brand. The discount 

rate choice depends on the sector’s growth potential, market attractiveness, substitution products, 

competition strength. The assessment of the future cash flows takes place several times a year, following the 

strategic plan of the brand that separately reveals the revenue increases due to brand strengthening.  

Interbrand is the most known and used brand assessment method, being based on income approach, defining the 

brand value as the present net value of the future profits that can be attributed to the brand.   

Other known and used methods (Madden et al, 2002) do not assess only the financial component of the brand but 

also its power, considered as a brand value growth factor.  

These methods include:  

a) EquiTrend, that belongs to Total Research company (uses a scaling system of the product’s perceived quality, 

on 11 levels);  

b) Brand Asset Valuator belonging to Young and Rubicam company (measures the brand power in terms of 

differentiation, relevance, knowledge and trust) and  

c) Brand Pyramid belonging to WPP company (emphasizes the force of a brand in a hierarchy that spreads 

between the less notable presence of the brand to the emotional bond with it).   

One has carried out a study on the existing empirical evidences so as to answer to the question whether the brand 

value measures the information offered about the stock prices better or worse than the information offered by the 

indicator of investment returns. By the help of the 11 scalar level system of the EquiTrend method, for indicating 

the perceived quality of the product and the information about the stock price as an indicator of the company 

value, the authors of the study created a table containing 34 companies. One has noticed a positive and direct link 

between the changes within the brand value and stock quote changes. This observation has led to the conclusion 

that the explanatory power of the product value measurement is comparable with the information given by the 
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indicator of investment returns.  The conclusion is that the brand performance is one of the first 3-5 

characteristics considered when one evaluates the shares of a company.  

A brand produces value for the shareholders when the acquisition and development costs of the brand are smaller 

than the future benefits.  For example, if one compares four different brands of a product, out of which the first 

two are more famous and more expensive than the last two, one can state that the latest have a lower brand 

power. At the same time, they can be more profitable due to the lower costs for brand development.  

The participating factors that contribute to build a strong brand are the following: innovation and new products 

development, product design, packaging and especially, the advertising made for promoting the product.   

 

1.4. Creating value through restructuring and merging of companies  
 

One way of creating value can be represented by the company restructuring or it’s merging with other companies 

(Niculescu, 2005), for creating a new, bigger sized entity, with enhanced power on the market.  The management 

of a company chooses the restructuring solution in the moment when it considers that there is a difference of 

potential and value creation between the present state and what might be created in the future. This is the 

difference between the present value of the cash flows estimated in the current conditions and the present value of 

the modified cash flows that are foreseen to be obtained after restructuring the company. The restructuring 

motivation comes from the poor performance of a part or of the entire company. Reviewing strategies, improving 

costs and technology efficiency, reducing unnecessary costs and an effective management of the company 

resources are modalities that can increase the performance of the company.  

The aim of merging and acquisitions is to obtain synergies that can bring economic benefits. The production 

capacities, operations efficiency and resource use increase, the duplicate delivery systems are removed and the 

activities of marketing, distribution, human resources and general administration of the company are 

strengthened.  

The most frequent benefits are the following: 

 at cash flow level, by reducing the level of some expenses that result from the elimination of the non-

productive activities or personnel, the improvement of the market coverage.  

 the impact of merging or acquisition on the share market price due to the anticipations linked to the cash 

flow increase.  

The potential profit increase can be analysed by using two sets of forecast financial situations:  the first one, for 

the forecast net profits and the cash flows considered for each company and the second one, for the newly set up 

company. One can carry out comparisons by using calculation indicators of the values corresponding to the 

individual companies and to the newly formed one.   

1.5. Human resources and value creation  
People are the key of a successful business. The researchers from Deloitte & Touche (Deloitte & Touche, 2002)

 

carried out a study in which they tried to estimate whether the differences between the book and the market 

values of the company can be attributed to the way in which the companies use their human capital. The study 

showed that up to 43% of this difference is given by the human capital. The rest, results from the business profile 

of the company (profit, number of countries in which it activates, market share, organizational culture) and 

intellectual capital. The study revealed some key factors for increasing the company value:  

 establishing the start salaries; 

 measuring the employees’ performance;  

 productivity growth;  

 management of talents (identification of key positions and the most suited staff for them, opportunities of 

professional development and career planning); 

 performance compensation and strategic communication. 

The first three factors depend on the company’s market orientation, while the other ones are generally applicable.  

To each factor was allocated a score from 1 (the weakest) to 100 (the highest), so as to calculate the importance 

of each process of value creation. The scores were situated in the 4-81 range, over 60 meaning that the company 

managed its human capital very well, while a score below 40 meant that the company had to review its human 

capital strategies.  

The most important conclusion of the study is that each company has to adapt its human capital according to the 

company’s particularities and strategies.  

For training the staff, there are several educational programmes that can be attended so as to create, for them and 

their company, added value. These lead to the improvement of the analytical capacities, strategic thinking, to 

innovation and access of the newest materials from the field. 
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The economic value generated by the individual development shows up as: 

1. Superior performance at work  

 increasing satisfaction and stress reduction at work;  

 increasing the probability of being promoted;  

 reducing the time spent on tasks; 

 raising the salary; 

 a basis on which one can develop other specializations in the future.   

2. Added value of the company 

 increased performance in carrying out current tasks;  

 existence of an increased number of specialists;  

 maintaining the employees’ satisfaction; 

 improving the organizational culture; 

 maintaining the existing staff in the company and lowering the staff turnover;  

 attracting external professionals;  

 competences with large scale utilizations: strategic thinking, leadership, negotiation, planning, problem 

diagnosing and solving, competences of people networking.  

Team-building represents another modality of value creation. A team must learn to behave, so as to be able to 

work strategically and unitary. The reasons for which the strategic behaviour is so important are various: the 

capacity of making decisions in an informal way (joint decision-making, with the participation of all members), 

decision speed, creativity inside team, ability to openly discuss all unclear issues, avoid misunderstandings. 

To create value out of their work, the teams must maintain a balanced mix of competences and work style, 

proactive collaboration, transparent behaviour of the team members, orientated towards the same direction 

(Grundy, Brown, 2003).  

The evaluation of the strategic thinking and human resources is carried out in a three stage process, as it follows: 

 identification of the intangible assets to which it belongs (future opportunities, business protection);  

 finding a modality of surprising this value in the future;  

 identification of the specific indicators that show the level of this value.  

Another approach can be the identification of the cost and value centres as well as the conditions in which their 

alignment is possible.  For this purpose, one should identify the key activities that create value; then analyse how 

much value is created because of the activity and not hampered by external factors. After diagnosing the value 

creation centres and identifying their optimum, one can make the comparison between the existing situation and 

the desired state. 

 

2. The intellectual capital and value creation  
 

Knowledge represents a new resource added to the three traditional factors: capital, work and land. Consequently, 

the most important preoccupations of a manager should be to train, perfection, motivate and ensure the 

satisfaction of his employees.   

It is not enough to allocate physical and financial resources to achieve success in business, because the added 

value predominantly comes from knowledge and competences, namely the intellectual capital. This means that 

the knowledge which transforms the raw materials into more valuable ones is transformed in valuable assets that 

bring profit and generate competitive advantage.   

The intellectual capital is composed of human capital (talent), structural capital (intellectual capital, 

methodologies, documents, software, data bases) and customer service. The human capital is the driving force 

behind the intellectual capital and innovation; the structural capital allows value creation through the 

transformation processes of resources; the customer service represents the capacity of a company to positively 

interact with the members of the business community, so as to stimulate the potential for wealth creation.  

Skandia Navigator (1995) was one of the first methods of calculation and visualization of the intangible capital 

value. This method is based on the fact that the intellectual capital represents the difference between the book and 

the market value of the company.   

Because the measurement of the added value could not be fully carried out either in this way because of some 

factors that could not be determined (to establish whether the action mode destroys or creates value or to measure 

the intellectual potential), one has developed a new method, VAIC
TM

 (Value Added Intellectual Coefficient), that 

was designed to help managers to determine the potential of their companies, based on the actual performance 

(Chang, 2010).  
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The companies that have recognized the importance of the intellectual capital as key factor for success are 

looking for modalities of measurement and control of this factor. The measurement of the financial performances 

is not enough, because it does not reflect how much of the profit is due to the intellectual capital. Wealth is 

actually created through a combination of services and products that generate value. Each company has its unique 

set of knowledge, competences, values and solutions, all as intangible assets. The monitoring and administration 

of these resources can be carried out by using the analysis of value creation efficiency, because it is high priority 

for managers to obtain and maintain the productivity and efficiency in the company. VAIC
TM

 indicates the value 

creation efficiency for all resources, expressing the intellectual abilities of a company. The more qualitative the 

resources used (human and intellectual capital), the higher the efficiency of value creation.   

VAIC
TM

 depends on the structure of the employed human capital, on the results they obtained in the past (patents, 

licences, innovations, customer service), on added value (AV= operational profit + salaries expenses + 

amortization and depreciations), on employees expenses (salaries, bonuses, trainings) and on the value of assets 

implied in work. 

The VAIC
TM

 analysis is based on two essential resources: the engaged capital (physical and financial) and the 

intellectual capital, both considered as investments and value creators.  

The human capital is composed of all the employees of a company, their organizing mode and capacity to create 

value that can be evaluated on the market. Performance monitoring of the employed capital and of the intellectual 

one starts from the VAIC
TM

 analysis, which is based on the financial result: the added value (the exploitation 

incomes - the expenses coming from outside the company). The expenses with salaries are not included in the 

calculations because they are treated as investments.  

For calculating the value creation efficiency, the following indicators are used: CEE (capital employed efficiency 

= VA/CE), HCE (human capital efficiency = VA/HC), SCE (structural capital efficiency = SC/VA). SCE is 

inversely proportional to HCE. These indicators show how much value has been created at a monetary unit. 

VAIC
TM 

= HCE + SCE + CEE, and represents the total efficiency or the intellectual abilities of a company. 

This calculation method is centred on value creation and not on costs.  

Other evaluation methods (Jianu, 2007):  

 Methods based on market capitalization  – Q ratio of James Tobin; 

 Methods based on assets return – EVA, MVA; 

 Methods based on scores – Skandia Navigator, Balanced Scorecard, IC Index; 

 Direct methods of calculation– Technology broker, Inclusive Valuation Methodology. 

The Q ratio method has become notorious due to the scientific research of J. Tobin, who presented an indicator 

for measuring the intellectual capital of a listed company. The Q ratio represents the ratio between the market 

value of the listed company and the replacement value of its tangible assets, minus total liabilities. A Q 

coefficient >1, means that the company has hidden intangible assets, but recognized in the stock market. In time, 

a Q ratio >1 will trend to 1, as a result of the competitive forces, because the investors will build companies with 

similar characteristics. This fact will decrease the market value of all listed companies that are producing similar 

products, up to their replacement value.  

The returns on assets methods do not directly quantify the value of the intellectual capital of a company, but only 

its existence (Buglea, 2010).   

The assessment on scoring methods of the intellectual capital  reside in the identification of the various elements 

of the intellectual asset for which one calculates different indicators and indexes that are turned into scores and 

diagrams. These methods do not estimate the monetary value of the intangible assets.  

The direct methods of calculating the value of the intellectual capital reside in the assessment of the monetary 

value of the separate tangible assets, obtained through detailed questionnaires and/or by using the updated cash-

flow method.  

The benchmarking is more easily carried out and may be internationally applied because this indicator has a 

relative value. The analysis of value creation can be applied at all business activity levels: macroeconomic, 

sectoral, microeconomic and at company level (Helfert, 2006). By using VAIC
TM

, the management can visualize 

the weak points of value creation at each level, but it cannot propose significant changes. VAIC
TM 

is an 

appropriate tool for scanning the value creation. Up to now, the dominant experience belongs to the banking 

system, where the intellectual capital has the most important role, since the offered product comprising a set of 

intellectual capital.  A current account or a credit is based on the transformation into practice of an idea that will 

be purchased by a client. The companies with the highest rate of growth are in the fields: microelectronics, 

biotechnology, telecommunications, aviation, robotics, IT and computers. 

Nowadays, knowledge and know-how represent the competitive advantage of the companies. The assessment of 

the intellectual capital makes a company be more efficient, profitable and competitive. 
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The identification and measurement process helps the managers to:  

 confirm the ability of the company to achieve its objectives;  

 plan and finance its research and development; 

 focus the trainings and organizational education;  

 assess the company value for better comparisons and benchmarking; 

 enlarge the organizational memory, by identifying the key resources, avoiding the inventory; 

 save money through communication speed and response time.  

 
3. Conclusions 
 

Value creation is the result of a complex task of managing all the business aspects. A unique, ideal choice for 

value creation within a company does not exist.    

The implementation of a managerial system based on value supposes certain modifications in the culture of a 

company. The managers should involve in directing their efforts towards meeting the interests of the company’s 

shareholders. For this purpose, they should be aware of the employees’ educational and training needs and 

opportunities, especially of those in key positions.  For a successful strategy in the future, the managers have to 

identify the value creation centres, to fully support them, to concentrate on allocating efficiently used resources. 

At the same time, they should track the implementation of the most performing projects that generate added 

value.   

The intellectual capital is the concept of the modern economy. Its value resides in observing and tracking the 

intangible assets that can determine the failure or success of a company.  

The management of the intellectual capital is a strategic activity that influences the performances of a company. 

Due to its intangible aspect, the management of the intellectual capital is at the beginning of its lifetime. Not all 

the managers are familiar with the intangible assets categories and have not observed yet their overall influence. 

The assessment of the intellectual capital and of the other intangible assets helps to discover hidden resources that 

must be exploited and valorised.  

At the same time, the measurement of the intellectual capital has a motivating role for employees, because they 

become aware of their role in the value creation process.  
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