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ABSTRACT
In the modern knowledge-based economy the wealth-creating capacity of organizations is no longer based on tangible assets such as buildings, equipment and vehicles alone. Intangible assets are critical and there is a growing realization that a company’s data, information, documents and knowledge are key contributors to secure a sustainable competitive advantage. It is therefore critically important that these ‘intellectual’ assets are well understood and properly managed.  This paper reports on qualitative research to investigate the perspectives of industry leaders on CXO level (Chief Executive Officer, Chief Information Officer, Chief Knowledge Officer and Chief Financial Officer) in Australian organizations regarding the management of these Intellectual Assets in their organizations. The research aims to determine whether they identify, value, cost, manage and realize the benefits of these assets. The results of the research is fundamental to understanding the disconnect between the importance of Intellectual Assets and their active governance and management.  

LITERATURE SURVEY

The industrial age was characterized by large manufacturing facilities and during this time management attention was focused on managing, measuring and reporting tangible assets like buildings, plant, equipment, and machinery.  In the modern knowledge-based economy the wealth-creating capacity of organizations is no longer based on tangible assets alone. Intangible assets such as data, information, documents and knowledge are critical to the operation of every organization (Freeze, 2007; Salamundin, 2010, Jhunjhunwala, 2009). They drive the organizational strategy and growth, enhance efficiency of resource allocation, they help leaders to make informed decisions to improve customer acquisition and retention, employee recruitment and retention and enhance employee motivation and loyalty (Steenkamp, 2010). 
A number of different terminologies are used in literature when referring to intangible assets, namely intangible assets, intangibles, knowledge assets, intangible capital (Fincham and Roslender, 2003b; Lev, 2001; Tomer, 2008), intellectual capital, intellectual assets (Bismuth, 2008; Litschka et al., 2006; Robertson and Lanfranconi, 2001), intangible resources (Bontis et al., 1999), and knowledge resources (Grover and Davenport, 2001). Steenkamp (2010) defines Intangible Assets as “all the assets/resources, elements and capacities that are attributed to an organization and contribute to the delivery of the organizational strategy, which are not currently recognised and disclosed in the balance sheet”. These ‘Intellectual Assets’ are referred to as “the only meaningful resource” (Drucker, 1993), the “indisputable value drivers to success” (Jhunjhunwala, 2009: 211) and the “most important production factor” (Steenkamp, 2010).  According to Bontis et al. (1999) knowledge is today’s driver of company life while Savage (1990) agrees that the wealth-creating capacity of the company is based on the knowledge and capabilities of its people. Chen and Lin (2004: 116) agree that “the value created by human capital has prevailed over that created by tangible assets, such as machines”.  Modern day organizations need to more actively identify and measure their intangible assets (Rodgers, 2009).It is critically important that these assets are well understood, properly managed and that it should play a major role in the strategic management process.  The ability to create value from intellectual assets depends on the management capabilities of individual firms and the implementation of appropriate business strategies. Managers need to understand the key resources and drivers of value in the organization. 

There is a clear distinction between governance and management. Governance refers to what decisions must be made to ensure effective management (decision domains) and who makes the decisions (locus of accountability for decision-making). Management involves making and implementing the decisions. (Khatri, 2010) A critical role for governance is to monitor and control the behavior of management, who are hired to preside over the day-to-day activities of running the organization (Fama &Jensen, 1983). Key assets that need to be governed are Human assets, financial assets, physical assets, IP assets, Information Technology (IT) assets and relationship assets (Khatri, 2010).  
The term ‘governance’ when used in relation to intangible assets, therefore refers to the direction, administration, and/or control of operating, investing, and financing processes. 
Data governance refers to who holds the decision rights and is held accountable for an organization’s decision-making about its data assets. Information governance involves establishing an environment and opportunities, rules and decision-making rights for the valuation, creation, collection, analysis, distribution, storage, use and control of information. It answers the question “what information do we need, how do we make use of it and who is responsible for it?”. However, a common and scientific ground for this approach has not yet been formulated and many organizations, if not all, lack an all encompassing information governance policy. (Kooper,2010). The importance of managing knowledge as an asset is also increasing. The emerging knowledge governance approach deals with  the formal aspects of organization that can be manipulated by management, such as organization structure, job design, reward systems, information systems, standard operating procedures, accounting systems, and other coordination mechanisms. (Choi et al., 2005; Karvalics, 2009) 
RESEARCH
The project consists of four phases. In the first two phases the current intellectual asset management and governance practices are investigated and explained. The next two phases will focus on developing a framework for effective intellectual asset management. The first phases of the larger research project consisted of qualitative research to identify the perceptions of senior leaders in Australia about the leadership and governance aspects of intellectual asset management. Follow-up phases will quantify the benefits of effective intellectual assets through case studies in selected organisations and the design of an intellectual management and governance framework. Throughout the research the term intellectual assets is used and defined as 

1. Everything that is not a Financial Asset, a Physical Asset or a Human Asset.

2. All data, all documents, all content and all knowledge, irrespective of medium (e.g. hard copy, soft copy, microfiche and head-space) or format (e.g. Word document, spreadsheet, email, drawing and HTML)

The participants in phase one and two of the research included senior level managers at nine large Australian organizations.  For confidentiality reasons individual names and specific company names have not been identified and the participants have been named P1, P2 etc. in no particular order.
	Title
	Industry

	Data Management
	Banking, Finance & Insurance

	CFO
	Utilities (Rail)

	Managing Partner
	Services (Legal)

	CFO
	Services (Automotive)

	CEO
	Services (HR)

	CFO
	Banking, Finance & Insurance

	CKO
	Utilities (Pipelines) 

	CKO
	State Government

	CEO
	Manufacturing (Process)


The research approach is based upon the Narrative Inquiry technique, which facilitates documenting research participants’ recollections and interpretations of personal experiences (Scholes, 1981).  The events are personally experienced by the research participant and are therefore more vividly remembered (Tulving, 1972; Swap et al., 2001; Bruner, 1990; and Czarniawska-Joerges, 1995). Collecting and analyzing the qualitative data involves significant effort (Luna-Reyes, 2003). The interviews support the creation of new categories and also provide support for existing categories. The framework for conducting the qualitative interviews is provided by the Long Interview Technique (McCracken, 1988) where the interview guide serves to focus an interview on the research questions and the research participant’s experience (Swap et al., 2001) and supports a consistent approach to a series of interviews.
For this exploratory investigation the focus was on contacting and interviewing senior level managers. A variety of organizations were included in order to obtain different perspectives on managing internal intellectual assets. Once agreement to participate was obtained, an interview was scheduled.  Two researchers attended in person and the third attended via telephone because of separation of both distance and time. Within the interview the discussion was focused on the questions included in the Interview Protocol. The interviews were approximately one hour in duration and were audio recorded for future analysis to identify emerging themes.  Planned prompts related to the research question and offer an opportunity to delve into the topics in more detail.  Floating prompts were not planned in advance and they relate to the researcher’s decision to explore a comment in more detail. The interview transcripts were thoroughly reviewed to identify categories of data that support the identification of emerging themes, which in turn will be employed to construct a research framework in response to the research question (Myers, 2009). The following research questions are answered in this section based on the interview responses:

1. What intellectual assets exist in the different organizations?

2. Do organizations regard assets such as data, information, documents, knowledge and the capabilities of employees as vital to their operation and to what extent do they identify, value, cost, manage and realize the benefits from these assets?

3. What issues do managers encounter in their organizations regarding the management of intellectual assets?
The emerging themes are identified and preliminary findings are reported in this paper.  
INTERVIEW RESULTS
Awareness and Management of Intellectual Assets
Most participants’ companies were aware of the value of intellectual assets and only although one respondent - the knowledge manager of a government department - said that information is not seen as critical in their organization.. The CFO of a financial firm believes that if organizations manage the intangibles better than their competitors, they will be a far more successful organization. The intangible assets in a legal firm are critical and they are also seen as building sustainable value. Despite the awareness, most organizations do not manage their data, information and knowledge well. “How's that going to save someone's life?” (P3) The CFO of an automotive and insurance services company understands that there is great value in the intellectual assets and the sharing of information within the organization. But like all organizations, they “struggle with it, and don't bring it to the surface and give it the level of resources that it would need to get that value out.” (P8) The CEO of an HR services firm acknowledged: “To be brutally honest, we don't spend enough time thinking about the value, the importance of those assets.  We work on the basis that they'll be there tomorrow” (P6). P3 commented that most organizations do not measure the value of intangible or intellectual assets in dollar value, but they do so in terms of the “reduction of pain”. 
Senior Executive Support
Executive support is crucial for putting effective governance and management of intellectual assets in place. The CEO is often the only one who takes an enterprise view of the company, cares about the overall performance, thinks about data on a firm-wide basis and is concerned with creating sustainable value. Therefore, to them data, information and knowledge are very important (P2). The CEO of the financial services firm that implemented an information management strategy has seen the benefits immediately; especially the ability to store and retrieve emails (P7). Another participant indicated that their CEO is supportive of the notion that knowledge is shared, as this would mean that customers will benefit. (P3) On the other hand, there always seems to be more urgent things to tend to and one participant commented that “the management of intellectual assets is not driven by the executive to a great extent. There are just other priorities” (P3).
Organizations Need a Crisis to Trigger Action
The bad management of intellectual assets rarely causes an overt problem, which means that organizations often don’t take note. The managing partner of a legal firm commented: “we ran for years in our back office with no manuals, no check lists. For years we didn’t have anything because they were all too busy to do it and it was the last job on the list, but we didn’t go broke, we didn’t lose much value, the crisis never occurred.” (P2)  The management of intellectual assets “tends to get washed away with everything else; that priority tends to get pushed away.” (P8)  In organizations where the value of intellectual assets is not recognized, it often takes a crisis or severe financial loss to change the attitude. “I reckon if people aren't suffering pain, then they're not likely to want to do something differently.” (P3) 
Cost of Intangible Assets
Every time somebody is searching for a piece of information, writing an email, doing a spreadsheet, or writing a report, the time should be accounted for. This is currently not done in any of the organizations who participated in this study. Most companies have never assessed the cost of data, information and knowledge management. One manager commented that they don't cost intellectual assets, nor do they give them the level of value that they deserve. “I think we're slowly waking up to that. But is it getting the attention that it deserves? Yes, slowly. Is it top priority? No.” (P8) 

People Mistreat Records and Information and Resist Change
Despite the awareness of the value of intellectual assets, people disregard the data and file information haphazardly. 
“I think it's a massive challenge, because we've got buckets of information everywhere. We've got Access databases all over the place, we've got new systems. We've got people with stuff in email, 20 years worth of work stuck in an email box or on a disk.” (P3)

 “The engineers come in and take the records out to go out to do whatever they need to do, but they're not putting them back in the right spot.  So we're losing key, vital records there.” (P1)

“Now, there are people who don't like that [electronic filing] system and try to work around it. This is a challenge. That's data that's floating around on hard drives that eventually will find its way into the system, I hope.” (P2) 

“It’s very easy using your computer and creating a document and storing it on your own hard drive and knowing exactly where it is. It is a natural inclination that people feel that they don't really like to collaborate or share. (P7)

Governance and Ownership
A lack of governance is one reason why organizations are not successful in managing their intellectual assets. The structure of organizations often does not include a role of data, information and knowledge manager. If there is such a role, it is rarely on executive level where the person’s voice will be heard and responsibility and accountability issues have not been sorted. In a large government department the responsibility for information and knowledge management lies with the CIO. The participant commented: “I don't think the CIO thinks about information holistically. It is probably not his priority. There's a whole lot of information which we capture, which we throw into systems. Those systems have grown up over time. Some of them work well, some of them don't.” (P3)

The Benefits are Very Intangible and Have to be Proven
The great difficulty with intangible assets is the finite quantification of the benefits.  The CKO of the utilities company said that she couldn't find any hard benefits and for the project to get off its legs at the time, it had to have hard benefits.” (P1)  Measuring the benefits is not easy. On the other hand, the manager of the financial services company indicated that he wasn’t actually interested in doing benefits analysis, as the benefits were obvious: “I don't want to waste valuable resource time on justifying what is completely obvious anyway. Just by walking around the organization I can see how people use the system and how they can collaborate and work more effectively. I know the benefits have been realized because people are using the system on an every minute of the day basis.” (P7)

The Loss of Knowledge
The ageing population and loss of knowledge due to people leaving companies are major issues for managers today. In one company at least 40% of the employees will be retiring in the next 10 years. “The statistics are really bad.”  (P1)  Five of the ten people in another firm will be retiring in three years. (P3) Some participants identified that knowledge in the heads of people has to be captured as part of the succession planning and to create a sustainable business.  However, people resist sharing knowledge. The managing partner of the legal services firm confirmed this, despite the fact that their organizational culture is in general very collaborative. Apart from individuals not sharing information, the problem of silo mentality prevents sharing of information between departments. One manager commented that “we are sort of recognizing that we need to do that now in a better way, and create our library and bring the business together and share information a lot more than what we ever did.” (P8)
A Focus on Information Technology Solutions
IT infrastructure problems are sometimes regarded as more critical than information availability. One participant’s organization had problems with the access to information in the Information Systems and they therefore didn’t focus so much on finding information. Once they started fixing that, it started to become apparent that there were issues with the information that people were accessing. (P1) The participant form a large bank commented that “previously information management had an IT focus where data was just pumped through the systems”.  However, data management “takes a different flavor where data is managed as an asset in itself”. (P3)
SUMMARY AND CONCLUSIONS
Intellectual assets are becoming crucial for organizations’ competitiveness and growth. Companies need to be able to earn economic returns from intellectual assets (Bismuth, 2008). Whilst they recognize that information and knowledge are vital to their operation, organizations do not know how to identify, value, cost, manage and realize the benefits of their intellectual assets.  Many organizations do not know what data they have, how critical that data is, the sources that exist for critical data, or the degree of redundancy of their data assets. This is probably because they lack education, both formal (university, college) and informal (in-house training). Information technology, hardware and software are often seen as solutions to the problem, rather than an increased focus on the content (data, information and knowledge).  Furthermore, there is a lack of governance and accountability. The management of Intellectual Assets is a topic that should be of vital interest to the senior leadership of most organizations. These are hard problems to solve mostly due to the intangible nature of intellectual assets.  
Many organizations, if not all, lack an all encompassing data and information governance policy (Economist Intelligence Unit, 2008). To increase the value of data as a business asset, companies and government organizations need to establish standards, policies, and processes for the usage, development, and management of data, to create the right organizational structure and to develop the supporting technology infrastructure. Data- and information governance  focuses on the processes, policies, standards, organization and technologies required to manage and ensure the availability accessibility, quality, consistency, audit-ability and security of data and/or information in an organization.  It involves establishing an environment and opportunities, rules and decision-making rights for the valuation, creation, collection, analysis, distribution, storage, use and control of data and information; it answers the question “what information do we need, how do we make use of it and who is responsible for it?” The approach to govern the use of data and information within and outside an organization and is rapidly gaining popularity, although a common and scientific ground for this approach has not yet been formulated and especially for external and free format information. The policies and processes are often not effective either. 
REFERENCES
Bismuth, A. & Tojo, Y. 2008, "Creating value from intellectual assets", Journal of Intellectual Capital, 9(2), 228-245. 

Bontis, N., Dragonetty, N.C., Jacobsen, K. and Roos, G. (1999), “The knowledge toolbox: a review of the tools available to measure and manage intangible resources”, European Management Journal, 17(4), 391-402.

Bruner, J. (1990). Acts of Meaning, Harvard University Press, Cambridge, MA.

Chen, H. M. and Lin, K. J. (2004), The Role of Human Capital Cost in Accounting, Journal of Intellectual Capital, 5(1), 116-130.
Choi, C.J., Cheng, P., Hilton, B. & Russell, E. 2005. Knowledge Governance. Journal of Knowledge Management.  9(6), 67-75.

Czarniawska-Joerges, B. (1995). “Narration of Science? Collapsing the division in Organization Studies”, Organization, 2(1), 11-33.
Drucker, P.F. (1993). Post-capitalist Society. Oxford: Butterworth-Heinemann, pp. 167.
Fama, E. F., Jensen, M. C., (1983). Separation of ownership and control. Journal of Law and Economics, 26, 301-325.

Fincham, R. and Roslender, R. (2003), “The Management of Intellectual Capital and its Implications for Business Reporting”, Research Report for the Research Committee of The Institute of Chartered Accountants of Scotland, Edinburgh,Scotland.
Freeze, R.D. & Kulkarni, U. 2007. Knowledge Management Capability: Defining Knowledge Assets. Journal of Knowledge Management, 11(6), 94-109.

Grover, V., & Davenport, T. H. (2001). General Perspectives on Knowledge Management: Fostering a Research Agenda. Journal of Management Information Systems, 18(1), 5-21.

Jhunjhunwala, S. 2009, "Monitoring and measuring intangibles using value maps: Some examples", Journal of Intellectual Capital, 10(2), 211-223. 

Karvalics, L.Z. & Dalal, N. 2009. Knowledge: An Extended Model of Knowledge Governance. WSKS 2009. CCIS 49, pp. 279-287. Springer Verlag, Berlin Heidelberg. 

Khatri, V. & Brown, C. 2010. Designing data governance. Communications of the ACM. 25(1):148-152

Kooper, M.N., Maes, R. & Lindgreen, E.E.O.R. 2010. On the Governance of information: Introducing a new concept of governance to support the management of information. International Journal of Information Management. 

Litschka, M., Markom, A. and Schunder, S. (2006), “Measuring and analyzing intellectual capital assets: an integrative approach”, Journal of Intellectual Capital, 7(2), 160-73.

Lev, B. (2001). Intangibles: Management, Measurement and Reporting. Brookings Institution Press, Washington,

DC.

Luna-Reyes, L. F. and Andersen, d. L. (2003). “Collecting and Analyzing Qualitative Data for System Dynamics: Methods and Models”, System Dynamics Review, 19(4), 271-296.

McCracken, G. (1988). The Long Interview, Sage Publications, New York.

Myers, M. D. (2009). Qualitative Research in Business and Management, Sage Publications, Los Angeles, CA.

Robertson, D. A., & Lanfranconi, C. (2001), “Financial reporting: Communicating intellectual property”. Ivey Business Journal: London, 65(4), 8-11. 

Rodgers, W. & Housel, T. 2009, “Measures for organizations engaged in a knowledge economy”, Journal of Intellectual Capital, 10(3), 341-353.

Salamudin, N., Bakar, R., Ibrahim, M.K. & Hassan, F.H. 2010, "Intangible assets valuation in the Malaysian capital market", Journal of Intellectual Capital, 11(3), 391-405. 

Savage, C.M. (1990), Fifth Generation Management: Co-creating Trough Virtual Enterprising, Dynamic Teaching, and Knowledge Networking, Butterworth-Heinemann, Newton, MA.

Scholes, R. (1981). “Language, Narrative, and Anti-Narrative”. In On Narrativity. Mitchell, W. (Editor), University of Chicago Press, Chicago, 200-208.

Steenkamp, N. & Kashyap, V. 2010, “Importance and contribution of intangible assets: SME managers’ perceptions”, Journal of Intellectual Capital, 11(3), 368-390.

Swap, W., Leonard, D., Schields, M. and Abrams, L. (2001). “Using Mentoring and Storytelling to Transfer Knowledge on the Workplace”, Journal of Management Information Systems, 18(1), 95-114.

Tomer, J.F. (2008). Intangible Capital: Its Contribution to Economic Growth, Well-Being and Rationality.

Edward Elgar, Cheltenham.

Tulving, E. (1972). “Episodic and Semantic Memory”. In Organization of Memory, Tulving, E. and Donaldson, W. (Editors), Academic Press, New York, 381-404.

