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Abstract 
 

We isolate the intangible-resource related accounting numbers and study the value 

relevance contribution of intangibles across countries and culture, and across different 

accounting regimes. In contrast to previous value relevance studies, our study is a global 

cross-country study. From the global ORBIS-database, we selected all listed non-financial 

with non-negative equity and applicable intangible assets and R&D information in the last 

available financial year, which left us with 22,372 companies from 113 different countries. 

For our categorisation of cultural differences, we used Hofstede’s cultural indexes adapted 

to Gray’s accounting values, and using information from PWC we established a 

categorisation of each country’s accounting regime reflecting if IFRS is required, 

permitted, or disallowed for listed companies in each country. For our study we used the 

Ohlson (1995) framework when we separated and evaluated intangibles using specific 

accounting items. We find uniform attitudes towards mapping of intangibles into prices in 

the four accounting regimes identified, despite differences in culture and economic 

situation in different countries. Consequently, the production of completely comparable 

annual reports across culturally different countries by use of some common global set of 

accounting standards seems unnecessary. 
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Introduction 

The objective of valuation research is to investigate the empirical 

relation between stock market values (or changes in values) and 

specific accounting numbers with the purpose of assessing the 

characteristics of accounting numbers and their relation to the 

value of the company [1,2]. One of the objectives of using the 

IFRS framework throughout the world is to facilitate easy 

comparability of the financial information presented by the 

companies. The proponents of IFRS argue that a universal 

financial language offers many advantages: A uniform set of 

standards increases comparability when it is faithfully applied 

(i.e., credibly implemented and resulting in an increase in 

uniformity). Cross-border businesses benefit from reduced 

preparation costs, and cross-border trading in securities increases 

as international investors can more easily compare the 

performance of companies based in different countries. Several 

studies have showed that introduction of IFRS generally 

increases the accounting quality in many countries; see for 

instance [3-6]. Companies applying IFRS generally evidence 

less earnings management, more timely loss recognition, and 

more value relevance accounting amounts, and they also 

evidence improvements in accounting quality [7]. Francis 

specifies value relevance as one of the most important attributes 

of accounting quality [8]. They argue that value relevance is a 

more important attribute of accounting quality than conservatism 

or timeliness. Due to the widespread adoption of new 

information technologies, intangible assets as such are now 

viewed as a major source for creating corporate value, whereas 

cost-based realized and measured tangible net assets are seen as 

less important Lev, This paper addresses the concerns about the 

value relevance of specific accounting data by focusing on the 

recognized intangible assets and expenses and the implications 

of the world-wide adoption of IFRS, since intangibles are treated 

quite differently under IFRS than under some other GAAP such 

as the US-GAAP. Two major research questions are explored. 

First: Is recognized intangibles value- relevant to investors? That 

is, do recognized intangibles help explain the variation of market 

values when the effects of book value and earnings are 

controlled for? Second: do the differences in accounting 

practices and systems affect the value relevance of the book 

value of equity, earnings and recognized intangibles? Moreover, 

unlike previous country-based studies such as [9]. That focus on 

a specific subclass of intangible assets (goodwill), this paper 

analyses the value relevance of the different subclasses of 

reported identifiable intangible assets and goodwill as well as 
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intangible expenses on a global basis. In order to operationalize 

value relevance as the ability of book values to explain market 

equity values, we use the framework developed by [10]. We 

infer the value relevance of accounting variables by analyzing 

panel data drawn from a global sample of 22,372 observations of 

listed companies from 113 different countries. Hofstede 1980, 

2001 documents that people are organized, do things, and think 

differently in different countries as shown in his well-known 

cultural indicators. Based on this framework on cultural 

differences [11,12]. Map the Hofstede indicators into accounting 

values by transforming the cultural differences into accounting 

constructs based on how the cultural indicators are hypothesized 

to affect accounting practices and systems and hereby also the 

treatment of intangibles. The remainder of the paper is structured 

in the following way. In Section II we provide the motivation and 

literature review for the study by examining literature on value 

relevance and empirical use of Ohlson and we develop our 

hypotheses. In Section III we describe the research design, and 

our data collection procedure. In Section IV we present the 

findings and discuss some implications. Finally, we conclude the 

paper in Section V. 

Motivation, Literature Review and Hypotheses 

The focus in this study is to investigate whether intangibles are 

value relevant across different accounting regimes and countries. 

To address this question, we need to identify each company’s 

accounting regime and separate relevant intangibles from other 

accounting items. The expected benefits of global accounting 

standards are compelling. The use of one set of standards by 

companies throughout the world has the potential to improve the 

comparability and transparency of financial information and 

reduce financial statement preparation costs. When the standards 

are applied rigorously and consistently, capital market 

participants will have higher quality information and can make 

better decisions, and consequently the markets will allocate funds 

more efficiently and companies can achieve a lower cost of capital. 

These arguments have been used to support the adoption of IFRS 

for financial reporting for consolidated listed entities in European 

Union (EU) member states since 2005. Countries outside the EU 

have cited similar reasons for IFRS adoption [13]. Reflecting the 

demand for clear standards that can improve the quality and 

comparability of financial reporting and promote the development 

of national capital markets and the integration of markets 

internationally. One fundamental question, which has been 

addressed in previous studies, is whether the IFRS standards have 

indeed changed the information available to market participants 

in a beneficial way, i.e., are the markets more efficient when 

IFRSs are used? The basic presumption is that the IFRS 

information provided by companies to market participants may 

differ significantly from information based on prior national 

GAAP due to differences between requirements of national 

standards and the IFRS standards. Many studies have therefore 

compared the pre-IFRS and the post-IFRS scenarios, i.e., they 

have compared the present situation with the former situation, and 

compared the findings to the anticipated results of the change, 

often by use of a value relevance measure in order to assess the 

differences in the usefulness of financial information to investors 

before and after IFRS adoption see, for example Barth [5]. The 

general interest in value relevance is justifiable, given the 

generally accepted view that accounting figures are aimed at 

providing investors with relevant information for investment 

decisions [14]. The more detailed value relevance of accounting 

information, including specific items of disclosure related to 

intangibles, has been studied extensively [15,16]. Barth studied 

the relevance of fair value estimates of intangible assets for 

investors, and in the same vein, studies have focused on several 

specific types of intangibles and their relevance to investors: 

capitalized software costs goodwill, research and development 

Lev and Sougiannis, Sougiannis, and advertising expenditures 

[17-22]. Collectively, these studies have found that available 

estimates of intangible assets reliably reflect the assessed values 

of these assets by investors, and that they have significant positive 

association with stock prices. Zeighal and Maaloul elaborated on 

these findings in their review of literature on accounting treatment 

of intangibles and found that publicly disclosed information as 

such about intangibles can supplement the financial information, 

and that capital markets reward companies for increased 

disclosure. Al-Jifri and Citron 2009 found that this is probably the 

case even if the information is only available in a note. Value 

relevance of recognised intangible assets is usually tested by 

using the accounting-based valuation model originally developed 

by Ohlson, in which a company’s market value is a function of 

the book value of equity and earnings. Generally, the studies posit 

that if accounting data are good summary measures of the events 

incorporated in security prices, they are value-relevant since they 

make it possible to provide a value of the company that is close to 

its market value Dumontier and Raffournier. The valuation model 

developed by Ohlson states that: 

𝑀𝑉𝐸𝑖 = 𝛼0 + 𝛼1𝐵𝑉𝐸𝑖 + 𝛼2𝑁𝐼𝑖 + 𝜀𝑖 

MVE is the market value of equity, BVE is book value of equity, 

NI is net income before extraordinary items, and the subscript i 

denotes company. Looking at BVE and NI as such, a very 

prominent point of controversies is research and development, 

since standard setting bodies traditionally do not agree on whether 

and when costs must be expensed rather than capitalised, i.e., 

should we expect to find them as part of BVE or as part of NI. 

Other examples of issues where the accounting treatment can be 

discussed are advertising expenditures, technological core 

competencies, customer loyalty, and growth options. However, if 
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book values of recognised assets equal their fair values, and fair 

values are well- defined as in a setting economically equivalent to 

perfect and complete markets, and if all net assets are observable 

and measurable without error, then εi will equal zero, when no 

synergy effects are present. In more realistic settings, book values 

do not equal fair values, fair values are not well-defined, and 

some net assets are not recognised. In the above equation, NI also 

serves as a proxy for unrecognised net assets because revenues 

and expenses related to unrecognised net assets, including any 

excess of values-in-use over entry or liquidation values, can be 

reflected in net income see also Ohlson [10]. However, it should 

be noted that MVE often also reflects other value-relevant 

information not yet reflected in BVE and NI. According to [23]. 

The adoption of IAS and IFRS during the last decades was 

perceived to improve the financial transparency and 

comparability of financial statements between European 

companies, especially to investors in continental European 

countries where the information needs of investors had not been 

the primary interest of standard setters. Further [24]. Argues that 

for continental European countries, there is an increased 

likelihood of IAS and IFRS producing better information to 

investors relative to national standards, but evidently not all 

countries have decided wholeheartedly on IFRS (yet). Likewise, 

we continue to see differences between US-GAAP and IFRS, 

since more (intangible) assets are to be recognised in IFRS 

Brown. Violet was one of the first to suggest that accounting is 

not culture-free [25]. He argues that accounting should be seen as 

a ‘socio-technological activity’ involving interaction between 

both human and non-human resources, and consequently culture 

is often a very important factor when comparing available 

financial accounting information. Later, Nobes finds that culture is 

one of the main factors causing accounting differences across 

countries as well as across companies [26]. According to Nobes, 

the legal system and the capital market are two distinct and quite 

country- specific institutional elements that are influenced by 

culture and hence highly affect how the accounting regime is 

developed in a country. Thus, different accounting regimes, 

practices, approaches, and audit behaviour related to the 

production of this information should be considered as reflecting 

culture, even if there is just one factor. Gray identifies four widely 

recognised accounting values, Professionalism, Uniformity, 

Conservatism, and Secrecy, and he establishes a linkage between 

these values and the four cultural dimensions proposed by 

Hofstede in 1980, Power distance, Individualism, Masculinity, 

and Uncertainty avoidance. Later, when had added his fifth 

cultural dimension, Long- term orientation [27]. Extend Gray’s 

original description of the four accounting values by making 

references to Hofstede’s five cultural dimensions as follows: 

 Professionalism (PROF) entails a preference for 

individual professional judgement and maintenance of 

professional self-regulation as opposed to compliance with 

prescriptive legal requirements and statutory control. 

 Uniformity (UNIF) entails a preference for uniform 

accounting practices between companies and for consistent use of 

such practices over time as opposed to flexibility in accordance 

with the perceived circumstances of the individual companies. 

 Conservatism (CONS) entails a preference for a cautious 

approach to measurement to cope with the uncertainty of future 

events as opposed to a more optimistic and risk-taking approach. 

 Secrecy (SECR) entails a preference for confidentiality 

and restrictions on disclosure of information about the business 

such that information is only disclosed to those who are closely 

involved with its management and financing as opposed to a more 

transparent, open, and publicly accountable approach. 

The four relationships are presented below in Table 1. It is 

important to emphasise that all concepts are only verbal 

descriptions where the focus is on links and influence on each 

other, whereas the absolute relations are not considered. 

Table 1: The link between hofstede and gray. 

Schematic presentation of the description of accounting values made by Radebaugh (32) extending Gray (1988) 

and with reference to Hofstede’s cultural indicators. 

 

Panel A: Cultural indicators 

Accounting values (from Gray) 

Professionalism Uniformity Conservatism Secrecy 

(PROF) (UNIF) (CONS) (SECR) 

Power Distance (PDI) + +++ ++ +++ 

Individualism (IDV) +++ + + + 

Masculinity (MAS) +++ ++ + + 

Uncertainty Avoidance (UAI) + +++ +++ +++ 

Long-Term Orientation (LTO) + ++ +++ +++ 

Panel B: Range of Gray indicators Professionalism Uniformity Conservatism Secrecy 
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(the 1-2-4 system used for 

generating 

Gray’s indicators) 

 

(PROF) 

 

(UNIF) 

 

(CONS) 

 

    (SECR) 

Minimum 32.778 26.154 25.75 28.143 

Maximum 75.778 78.846 80.75 82.214 

Note: ‘+++’ indicate a strong relationship; ‘++’ indicate a less strong relationship; and ‘+‘indicates a weak relationship. 

Gray and Radebaugh use the terms strong, less strong, and weak 

to describe the relationships between the cultural dimensions and 

the accounting values as shown in (Table 1). To facilitate a 

weighted combination of the multiple elements that comprise an 

accounting value, we translate these terms into weights of four, 

two, and one for strong, less strong, and weak, respectively, for 

our adjustment for cultural influence. Hereby, when the 

accounting values are calculated, a relationship described as 

strong carries twice the effect of a relationship described as less 

strong, and similarly a relationship described as less strong 

carries twice the effect in our weighting method as a relationship 

described as weak. Since Gray presented his accounting values 

constructs in 1988, there have been several contributions in the 

literature attempting to extend, test and refine the relations in 

Table 1 in order to understand the influence of culture on 

accounting. Perera provides discussions of the Gray-constructs 

with regard to the claimed relationships and considers both 

Hofstede’s cultural indicators and Gray’s accounting value 

dimensions, and he uses them to explain apparent differences in 

the accounting practices adopted in continental European 

countries versus in Anglo-American countries [28]. Since then, 

many studies among other [29-32]. Have been published showing 

support for the Gray accounting values. However, studies showing 

mixed or non-positive results have also been presented, see, for 

example, the survey of studies by [33]. Which indicates that the 

validity of cultural dimension theories needs further development 

and testing, but as suggested by Joannides, the critiques of the 

Hofstede-Gray setting can be questioned as well? 

To examine the impact of our variables of interest (identifiable 

intangible assets, intangible expenses, and reported goodwill), 

the book value of equity is divided into distinct components, 

consistent with Ohlson and previous value relevance studies, 

since value relevance research reveals that accounting amounts 

are reflected in stock prices and can provide useful information 

about accounting standards Barth [34-36]. We use a three-step 

approach in our study and use cross-sectional panel data, and 

each step challenges the value relevance using OLS regression. 

In line with much research, we use Ohlson to motivate our 

choice of including both book value and earnings in the 

regressions [37-42]. 

a) MVE = BV + ζ 

b) MVE = BVE + NI + ζ 

c) MVE = BVEN + NIN + GWBS + IIABS + IEIS + ζ 

Where: 

MVE = the stock market equity value four months after the 

financial year end date (this is to be sure to reflect the market 

reaction to the announcement of earnings/financial statements); 

BV = the book value of equity; 

BVE = the book value of equity less year’s net income; NI = net 

income; 

BVEN = book value of equity less year’s net income and less 

intangibles;  

NIN = net income less intangibles; 

GWBS = goodwill; 

IIABS = identifiable intangible assets; IEIS = intangible 

expenses; 

ζ = residuals. 

In the first step, we look at all our selected companies. Using the 

original Ohlson framework and based on previous empirical 

studies, we test the value relevance of recognised intangible 

assets going through Equations (a), (b) and (c). Our first 

research question explores whether recognised intangible assets 

help explain the variation and size of market values once the 

effects of book value and earnings are controlled for. Consistent 

with [33]. We expect that recognised intangibles are value-

relevant. Thus, our first hypothesis is: 

H1: Recognised intangibles are value-relevant in explaining 

market equity value. In the second step, we look at all our 

selected companies grouped according to different accounting 

regimes since we expect financial ratios and overall value 

relevance to be affected by differences in the accounting regime 

in question, e.g., different treatment of R&D or goodwill in IFRS-

GAAP and non-IFRS-GAAP’s such as US-GAAP and local-

GAAP. This expectation should be quite intuitive since if this was 

not the case, there would be no real arguments for changing local-

GAAP to IFRS, and the US-GAAP / IFRS convergence project 

would have no meaning. More formally stated we hypothesise 

that: 

H2: The observable value relevance level will be different across 

different accounting regimes, i.e., IFRS as 1) published by 

IASB, as 2) adopted by EU, as 3) adopted locally (incomplete 

IFRS) or as 4) disallowed. Furthermore, the importance of 

different intangibles and their contribution will depend on the 

accounting regime, where US-GAAP is expected to show more 

importance in relation to expenses, whereas IFRS is expected to 
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show importance for identifiable intangible assets. 

In the third step, we look at our residuals, ζ, in Equation (c) that 

can be attributed to different effects that relate to companies, 

industries, countries, culture, or just noise. Companies following 

IFRS should ideally implement the standards in the same way, 

but there might be some differences across different countries on 

cross-border differences in legal, political, economic, and 

cultural aspects. Therefore, we introduce an economic 

competitiveness factor, WEF, that reflects these differences, and 

we use it to complement the variable used in the Global 

Competitiveness Report 2015-2016 from the World Economic 

Forum. Likewise, we later introduce culture, proxied by Gray’s 

four accounting values, PROF, UNIF, CONS, and SECR, as a 

means for further and relevant proxies for cultural differences 

across the globe to reflect potential differences. These additional 

variables add to the setting because we use a world-wide sample 

as compared to previous studies that only use companies from 

one or a few relatively comparable countries. More formally 

stated we hypothesise that: 

H3: The observable value relevance in global comparisons will 

be larger if we introduce a culture or a business climate variable 

to capture potential cross-country differences. 

The value relevance research is subject to some criticism. The 

criticism is largely dependent on the fact that the whole value 

relevance literature rests on the simple premise that the 

accounting disclosure is preferred if it has a significant 

association with the market value. Further, the research into 

value relevance assumes that the investors are only users of 

financial statements. Despite the criticism, value relevance 

research is quite beneficial as, at least, it gives some indication 

about the relevant information valued by the investors as one of 

the key stakeholders. Value relevance studies are also gaining 

importance in light of increased investments in intangible assets 

that are not always effectively reported by the financial reports. 

Data Selection and Research Design 

From the global ORBIS-database, we selected all listed non-

financial and non-insurance companies that had had a turnover 

in the last available financial year exceeding the equivalence of 

100 million USD, which left us with 33,878 public accounts 

from all over the world. This sample thus represents the largest 

listed companies when size is measured by turnover. Based on 

available information from mainly Price Water house Coopers’ 

publication 2016 on IFRS adoption by country and on some 

additional information retrieved from IAS Plus providing a 

global overview of the status for the use and implementation of 

IFRS in the Summer 2016, we established a categorisation of 

each country’s accounting regime: is IFRS required or permitted 

or dis-allowed for listed companies in the country, and we also 

looked at the relevant “version” of IFRS, i.e., the full-blown 

IASB-released version or the EU-approved version. Using the 

same sources, we also had information whether the accounting 

standards used were in accordance with US-GAAP. Since the 

Hofstede cultural indicators (PDI, IDV, MAS, UAI, and LTO) 

unfortunately are not available for all countries in the World, we 

deselected the companies from those quite few countries where 

we would not find calculated Hofstede indicators via his website 

April 2016. Because full data was required for calculating 

relevant financial ratios, companies with negative equity or just 

incomplete datasets were deleted, and the result was 22,451 valid 

companies. We systematically deleted what we would expect as 

clear outliers, namely the top and bottom five observations for 

each parameter. Later, we further detected and deleted19 

observations that showed a Cook’s distance larger than one in 

one of our analyses, and the remaining result was 22,372 valid 

companies from 113 different countries. The raw ORBIS data on 

R&D expenses were carefully investigated, and for those cases 

where ORBIS shows zero expenses and simultaneously a 

reduction in intangible assets, we adjusted the costs by this 

reduction as we expect that the reduction in the book value of the 

assets must reflect a cost (rather than a sale of assets at book 

value). If we divide this complete sample of observations in 

accordance with our four accounting regimes identified, we see 

3,106; 3,256; 7,943; and 8,067 companies, respectively, in the 

four groups. 

Table 2: Descriptive statistics. 

Variables  Mean Standard error 10 

percent 

Median 90 

percent 

Market value of equity 2.89332 0.08776 0.35806 1.43539 6.08253 

Book value of equity 1.07260 0.01583 0.74623 0.98753 1.36248 

Book value of equity less year's net income 1.02539 0.01577 0.76863 0.92576 1.26643 

Net income 0.04722 0.00729 -0.18744 0.06953 0.25457 

Book value of equity less year's net income and less 0.74867 0.01586 0.13763 0.85105 1.10351 

Net income less intangibles 0.07404 0.00764 -0.15439 0.08133 0.29404 

Intangibles expenses 0.04593 0.00210 0.00000 0.00354 0.12031 
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Goodwill 0.14989 0.00732 0.00000 0.00000 0.45220 

Identifiable intangible assets 0.12684 0.00699 0.00000 0.02030 0.30348 

World Economic Forum's business climate index 5.00246 0.00354 4.31000 5.11000 5.61000 

Goodwill in accounting regime 1 0.00965 0.00115 0.00000 0.00000 0.00000 

Goodwill in accounting regime 2 0.04274 0.00413 0.00000 0.00000 0.00065 

Goodwill in accounting regime 3 0.02698 0.00283 0.00000 0.00000 0.01318 

Goodwill in accounting regime 4 0.07052 0.00528 0.00000 0.00000 0.06569 

Identifiable intangible assets in accounting regime 1 0.01306 0.00137 0.00000 0.00000 0.00448 

Identifiable intangible assets in accounting regime 2 0.02623 0.00531 0.00000 0.00000 0.01404 

Identifiable intangible assets in accounting regime 3 0.03565 0.00236 0.00000 0.00000 0.08014 

Identifiable intangible assets in accounting regime 4 0.05189 0.00371 0.00000 0.00000 0.06128 

Intangibles expenses in accounting regime 1 0.00446 0.00050 0.00000 0.00000 0.00018 

Intangibles expenses in accounting regime 2 0.01142 0.00104 0.00000 0.00000 0.00137 

Intangibles expenses in accounting regime 3 0.00807 0.00056 0.00000 0.00000 0.00662 

Intangibles expenses in accounting regime 4 0.02198 0.00168 0.00000 0.00000 0.03868 

Notes:       

Accounting Regime 1: IFRS required (IASB 

initiated). 

     

Accounting Regime 2: IFRS required (EU 

approved). 

     

Accounting Regime 3: 

IFRS permitted. 

      

Accounting Regime 4: 

IFRS disallowed. 

      

 

In Table 2 we present some key descriptive statistics to give an 

indication of the variation in our complete sample as well as 

when it is divided per accounting regime. All company-oriented 

variables were scaled by beginning equity book value in order to 

reduce problems caused by heteroscedasticity (i.e., to ensure the 

robustness of the results). In general, there is no a priori 

evidence that suggests that one deflator is any better than the 

other choices of deflators available, nor is there any consensus 

among accounting researchers as to the best choice of deflators. 

It seems quite clear that our key book value measures show 

some clear differences across the different accounting regimes. 

Similar observations can be made concerning the variation in the 

standard error in the different groups and subgroups. 

Comparisons of means for the GW, IIA, and IE, across the 

different accounting regimes reveal differences in the 

accounting treatment under the different accounting regimes. 

Findings and Implications 

In Table 3 below, we present the results from our OLS-regression 

analyses for our first hypothesis. 

 

Table 3: Results from three value relevance studies. 

Variable names Model A Model B Model C 

Intercept 0.764 0.471 0.397 

t-statistics (significance) 9.398 0 5.688 0 4.977 0 

Book value of equity 1.985         

t-statistics (significance) 47.206 0         

Book value of equity less year's net income     2.316     

t-statistics (significance)     49.837 0     

Net income     1.005     

t-statistics (significance)     13.715 0     

Book value of equity less year's net income and less 

intangibles         1.727 

t-statistics (significance)          36.508 0 
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Net income less intangibles          1.336 

t-statistics (significance)         18.772 0 

Goodwill         2.565 

t-statistics (significance)          32.666 0 

Identifiable intangible assets          3.768 

t-statistics (significance)          35.068 0 

Intangibles expenses         5.267 

t-statistics (significance)         20.344 0 

World Economic Forum's business climate index             

t-statistics (significance)             

Adjusted R-squared 0.091 0.101 0.171 

F-value 2,228.37 1,260.28 921.248 

significance F-stat) 0 0 0 

VIF< (highest number stated) n.a. 1.025 1.644 

Notes: P-values (reported in parentheses) are two-tailed. Multicollinearity is at a relatively low level for all models since 

the Variance Inflation Factor is smaller than 2 in all cases. 

Value relevance could be measured by the ability of financial 

statements to explain variations in the market price as measured 

by adjusted R-squared, i.e., the explained variation relative to the 

total variation. Regression model An in Table 3 tests the value 

relevance of accounting numbers captured by the ending book 

value of the equity. The result shows significant numbers, but an 

adjusted R-squared of 0.091 also shows that other factors, such as 

unrecognised and/or not disclosed assets, explain most of the 

market value of the net assets. Model B in Table 3 tests the value 

relevance of financial statement accounting numbers captured by 

the book value of net assets (BVE) and net income (NI). The result 

shows that this split, which is quite common to make, adds little to 

the setting since both variables are significant, but the adjusted R- 

squared only increases from 0.091 to 0.101, which is a quite small 

improvement. However, using an F-test to evaluate the extra sum-

of-squares between the nested models against each other results in 

a test statistic of size 471.609, which indicates that the 

improvement is statistically significant at all relevant significance 

levels. In model C in Table 3, goodwill and other identifiable 

intangible assets as well as intangible activities expenses are 

extracted from net assets and net income, respectively, to test 

whether these specific intangible assets and expenses are value 

relevant. All coefficients are positive and significant (p=0.000), 

indicating that intangible assets and expenses reported in financial 

statements are value relevant to market participants. Further, the 

separation leads to an increase in adjusted R-squared from 0.101 to 

0.171, which indicates that the sizes of the intangible assets and 

expenses are important when focusing on market value of net 

assets, and surely the intangibles contribute with value relevant 

accounting information. The extra sum-of-squares F-test statistic 

comparing the two models B and C is at size 1,820.129, which 

highly supports the observation. In (Table 4) below, we present 

the results from our OLS-regression analyses for our second 

hypothesis. We have now established evidence that intangible 

assets and expenses are value relevant. However, since the 

prescribed accounting treatment of intangible phenomena can vary 

very much for companies depending on accounting regime rules, 

we consider the companies’ GAAP categorisation. IFRS GAAP 

prescribes capitalisation of more intangible assets, such as several 

development projects as opposed to, for instance, US GAAP, 

where similar activities are prescribed to be expensed at 

occurrence, and hence the OLS-coefficients should be quite 

different across accounting regimes for the same accounting item 

Regression model C in Table 4 is a repetition from (Table 3). 

Regression model D in (Table 4 ) tests the value relevance of the 

accounting numbers when each company’s prescribed accounting 

regime is taken into consideration too. The result shows generally 

significant numbers per accounting regime, and we note that the 

overall model’s adjusted R-squared increases from 0.171 to 

0.216. 

Table 4: Results from the value relevance studies versus accounting regime. 

Variable names Model C Model D Model E Model F 

Intercept   0.397 -0.011 3.035 -2.718 

t-statistics (significance)   4.977 (0.000) 0.135 (0.892) 4.907 (0.000) -4.134 (0.089) 

Goodwill   2.565   2.575   

t-statistics (significance)   32.666       32.792       
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Goodwill accounting  

regime 1 

    2.66     2.716 

t-statistics (significance)       3.869 0     3.951 0 

Goodwill accounting  

regime 2 

    2.696     2.688 

t-statistics (significance)       18.63 0     18.582 0 

Goodwill accounting  

regime 3 

    3.064     3.096 

t-statistics (significance)       11.222 0     11.34 0 

Goodwill accounting  

regime 4 

    1.69     1.641 

t-statistics (significance)       16.51 0     15.941 0 

Identifiable intangible 

assets  

  3.768     3.764     

t-statistics (significance)    35.068       35.04       

Identifiable intangible 

assets  

accounting  

regime 1 

    2.566     2.595 

t-statistics (significance)        5.208 0     5.269 0 

Identifiable intangible 

assets  

accounting  

regime 2 

    2.321     2.313 

t-statistics (significance)        10.185 0     10.154 0 

Identifiable intangible 

assets  

accounting  

regime 3 

    5.404     5.506 

t-statistics (significance)        27.871 0     28.182 0 

Identifiable intangible 

assets  

accounting  

regime 4 

    3.596     3.507 

t-statistics (significance)        23.322 0     22.559 0 

Intangibles expenses   5.267     5.34     

t-statistics (significance)   20.344       20.589       

Intangibles expenses accounting  

regime 1 

    3.654     3.649 

t-statistics (significance)       3.689 0     3.686 0 

Intangibles expenses accounting  

regime 2 

    4.891     4.868 

t-statistics (significance)       10.583 0     10.538 0 

Intangibles expenses accounting  

regime 3 

    0.349     0.334 

t-statistics (significance)       0.426 -1     0.408 0 

Intangibles expenses accounting  

regime 4 

    7.344     7.296 

t-statistics (significance)       20.472 0     20.334 0 

Net income less 

intangibles  

  1.336     1.335     

t-statistics (significance)   18.772       18.76       

Net income less 

intangibles  

accounting  

regime 1 

    1.292     1.332 

t-statistics (significance)       5.145 0     5.302 0 

https://doi.org/10.36266/JEBS/147


Citation: Scholer F (2020). Global Value Relevance of Intangibles. J Econ Bus Stud 3(1): 147                  DOI: https://doi.org/10.36266/JEBS/147 

 

Pubtexto Publishers | www.pubtexto.com                                           9                                                                         J Econ Bus Stud 
 

Net income less 

intangibles  

accounting  

regime 2 

    3.552     3.547 

t-statistics (significance)       15.818 0     15.804 0 

Net income less 

intangibles  

accounting  

regime 3 

    0.254     0.27 

t-statistics (significance)       2.797 -0     2.978 0 

Net income less 

intangibles  

accounting  

regime 4 

    3.382     3.347 

t-statistics (significance)       23.43 0     23.156 0 

Book value of equity less 

year's 

  1.727     1.717     

t-statistics (significance)   36.508       36.278       

Book value of equity less 

year's 

accounting  

regime 1 

    2.558     2.612 

t-statistics (significance)       16.975 0     17.279 0 

Book value of equity less 

year's 

accounting  

regime 2 

    1.1     1.1 

t-statistics (significance)       12.985 0     12.984 0 

Book value of equity less 

year's 

accounting  

regime 3 

    3.317     3.408 

t-statistics (significance)       44.804 0     44.144 0 

Book value of equity less 

year's 

accounting  

regime 4 

    1.007     0.947 

t-statistics (significance)       14.535 0     13.371 # 

World Economic 

Forum's 

          -0.527 0.538 

t-statistics (significance)           -4.301   4.149 0 

Adjusted R-squared    0.171 0.216 0.171 0.216 

F-value   921.248 308.983 771.39 295.302 

(significance F-stat)   0 0 0 0 

VIF< (highest number 

stated) 

  1.644 2.064 1.648 2.156 

Notes: Accounting Regime 1: IFRS required (IASB initiated). Accounting Regime 2: IFRS required (EU approved). 

Accounting Regime 3: IFRS permitted. Accounting Regime 4: IFRS disallowed. P-values (reported in parentheses) are two-

tailed. Multicollinearity is at a relatively low level for all models since the Variance Inflation Factor is smaller than 2.156 in 

all cases. 

This increase is quite large, and it also shows a highly 

significant difference according to an extra sum-of-squares F-

test between models C and D, since the test statistic is at size 

945.510. Further, the coefficients for each accounting item are 

quite different in size across different accounting regimes as 

expected, and the accompanying t-statistics seems also to 

indicate quite different precision, although the corresponding p-

values are at level p=0.000 in almost all cases. However, the 

coefficient and the precision for accounting regime 4, which 

mainly includes companies following US GAAP (or similar) that 

prefers expensing intangibles over capitalisation, seem relatively 

higher. In addition, we see the opposite for intangibles for 

accounting regime 1, i.e. companies following IFRS published 

by IASB. The difference between accounting regime 1 and 

accounting regime 2 is probably due to a more general diversity 

between the countries following IASB’s IFRS than in the EU, 

measured by coefficients and the t-statistics, since it seems that 

in the non-EU part of the IFRS part of the world, the financial 

statements are fairly comparable – the same results as for the 

EU, but slightly weaker. Although this selection of countries 

includes many very different countries and cultural settings, it 

seems that the IFRS framework has succeeded in being the 

preferred regulative framework. However, to challenge this 

potential country-related effect, we introduced WEF, i.e. the 
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World Economic Forum’s overall business climate measure, in 

comparisons of model E versus model C, and in model F versus 

model D, respectively. The result shows that this introduction 

only offers a marginal contribution to the setting. Although the 

WEF coefficients of both models are significant, the effects on 

the overall model’s explanatory power are only inferior. The 

adjusted R-squared in both comparisons seem identical, and the 

pairwise extra sum-of-squares F-tests show that the improvement 

is not statistically significant (p=0.259 and p=0.850, 

respectively). In the below Table 5, based on the results from 

(Table 4) including accounting regime, we present the results 

from our OLS analyses for the inclusion of accounting values, 

i.e. culture. Regression model D in (Table 5) is a repetition from 

(Table 4). Regression models D1 through model D4 test the 

value relevance of the accounting numbers when accounting 

regime and culture as formally qualified by our specifically 

constructed accounting values are taken into consideration.

Table 5: Results from the value relevance studies versus accounting regime - including culture (accounting values). 

Variable names Model D Model D1 Model D2 Model D3 Model D4 

Intercept   -0.011 -0.272 -0.272 -0.545 -0.531 

t-statistics 

(significance)   

-0.135 

(0.892) 
0.892 -1.517 0.129 

-0.819 0.413 -2.1 0.036 

-1.911 

L3 0.056 

Goodwill                       

t-statistics 

(significance) 

 

                    

Goodwill accounting  

regime 1 
2.66 

2.684 2.672 2.676 2.684 

t-statistics 

(significance)   3.869 0 3.902 0 3.885 0 3.892 0 3.903 0 

Goodwill accounting  

regime 2 2.696 2.686 2.697 2.696 2.699 

t-statistics 

(significance)   18.63 0 18.552 0 18.64 0 18.64 0 18.651 0 

Goodwill accounting  

regime 3 3.064 3.068 3.069 3.076 3.074 

t-statistics 

(significance)   11.222 0 11.238 0 11.237 0 11.26 0 11.257 0 

Goodwill accounting  

regime 4 1.69 1.68 1.691 1.695 1.695 

t-statistics 

(significance)   16.51 0 16.387 0 16.52 0 16.56 0 16.56 0 

Identifiable 

intangible 

assets                        

t-statistics 

(significance)                        

Identifiable 

intangible 

assets  

accounting  

regime 1 2.566 2.592 2.556 2.534 2.538 

t-statistics 

(significance)    5.208 0 5.259 0 5.187 0 5.142 0 5.15 0 

Identifiable 

intangible 

assets  

accounting  

regime 2 2.321 2.309 2.323 2.323 2.326 

t-statistics 

(significance)    10.185 0 10.127 0 10.195 0 10.19 0 10.206 0 
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Identifiable 

intangible 

assets  

accounting  

regime 3 5.404 5.437 5.405 5.407 5.399 

t-statistics 

(significance)    27.871 0 27.87 0 27.877 0 27.89 0 27.845 0 

Identifiable 

intangible 

assets  

accounting  

regime 4 3.596 3.581 3.595 3.596 3.598 

t-statistics 

(significance)    23.322 0 23.167 0 23.309 0 23.32 0 23.332 0 

Intangibles 

expenses                       

t-statistics 

(significance)                       

Intangibles 

expenses 

accounting  

regime 1 3.654 3.654 3.65 3.634 3.644 

t-statistics 

(significance)   3.689 0 3.69 0 3.685 0 3.67 0 3.676 0 

Intangibles 

expenses 

accounting  

regime 2 4.891 4.887 4.893 4.489 4.89 

t-statistics 

(significance)   10.583 0 10.575 0 10.587 0 10.57 0 10.582 0 

Intangibles 

expenses 

accounting  

regime 3 0.349 0.335 0.373 0.42 0.428 

t-statistics 

(significance)   0.426 0.67 0.409 0.682 0.456 0.649 0.513 0.608 0.521 0.602 

Intangibles 

expenses 

accounting  

regime 4 7.344 7.316 7.357 7.376 7.378 

t-statistics 

(significance)   20.472 0 20.369 0 20.488 0 20.55 0 20.544 0 

Net income 

less 

intangibles                        

t-statistics 

(significance)                       

Net income 

less 

intangibles  

accounting  

regime 1 1.292 1.311 1.288 1.275 1.278 

t-statistics 

(significance)   5.145 0 5.215 0 5.126 0 5.074 0 5.087 0 

Net income 

less 

intangibles  

accounting  

regime 2 3.552 3.542 3.554 3.552 3.555 

t-statistics 

(significance)   15.818 0 15.77 0 15.826 0 15.82 0 15.832 0 

Net income 

less 

intangibles  

accounting  

regime 3 0.254 0.259 0.255 0.257 0.256 

t-statistics   2.797 0.003 2.858 0.004 2.81 0.005 2.832 0.005 2.821 0.005 
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(significance) 

Net income 

less 

intangibles  

accounting  

regime 4 3.382 3.375 3.379 3.376 3.377 

t-statistics 

(significance)   23.43 0 23.372 0 23.403 0 23.39 0 23.398 0 

Book value 

of equity less 

year's                       

t-statistics 

(significance)                       

Book value 

of equity less 

year's 

accounting  

regime 1 2.558 2.596 2.546 2.512 2.52 

t-statistics 

(significance)   16.975 0 16.995 0 16.827 0 16.52 0 16.596 0 

Book value 

of equity less 

year's 

accounting  

regime 2 1.1 1.09 1.101 1.099 1.102 

t-statistics 

(significance)   12.985 0 12.83 0 12.994 0 12.97 0 13.005 0 

Book value 

of equity less 

year's 

accounting  

regime 3 3.317 3.346 3.32 3.326 3.319 

t-statistics 

(significance)   44.804 0 43.754 0 44.784 0 44.86 0 44.834 0 

Book value 

of equity less 

year's 

accounting  

regime 4 1.007 0.999 1.004 1.001 1.003 

t-statistics 

(significance)   14.535 0 14.375 0 14.456 0 14.44 0 14.455 0 

Gray's 

PROF       0.008             

t-statistics 

(significance)       1.534 0.125             

Gray's 

UNIF           0.005         

t-statistics 

(significance)           0.81 0.418         

Gray's 

CONS               0.009     

t-statistics 

(significance)               2.165 0.03     

Gray's 

SECR                   0.009 

t-statistics 

(significance)                   1.955 0.051 

Adjusted R-

squared   0.216 0.216 0.216 0.216 0.216 
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(std.error 

Adj.R-

squared)   9.386653 9.386369 9.386725 9.385879 9.38606 

F-value   308.983 294.399 294.296 294.541 294.488 

(significance 

F-stat)   0 0 0 0 0 

VIF< 

(highest 

number 

stated)   2.064 2.076 2.072 2.068 2.067 

Tests model 

D 1 to model 

D 4 vs. 

model D             

Akaike 

selection 

criteria, AICc   43,552.94 43,553.44 43,554.18 43,551.49 43,552.31 

Criteria 

differences, 

ΔAIC = AICi 

- AICmin    1.4239 1.951 2.6893 0 0.664 

Weights, wi   0.1757 0.135 0.0933 0.3581 0.2378 

Evidence 

ratios, wbest 

/ wi     2.6525 3.8368   1.5061 

Extra sum-

of-squares F-

test      3.1826 1.9535 6.4302 5.067 

(significance 

F-stat)     0.0744 0.1622 0.0112 0.0244 

Notes: Accounting Regime 1: IFRS required (IASB initiated). Accounting Regime 2: IFRS required (EU approved). Accounting 

Regime 3: IFRS permitted. Accounting Regime 4:  IFRS disallowed. P-values (reported in parentheses) are two-tailed. 

Multicollinearity is at a relatively low level for all models since the Variance Inflation Factor is smaller than 2.076 in all cases. 

Judged by the R-squared of the different models it seems as if the 

inclusion of culture does not have value relevance. However, 

sometimes the four accounting values are divided into two groups 

in accordance with what the specific accounting value can be said 

to reflect. Specifically, Gray (1988) suggests that the accounting 

values that are the most relevant for the authority of accounting 

systems and their enforcement are PROF and UNIF since these 

values are concerned with the accounting regulation and the extent 

of enforcement or conformity. In contrast, the accounting values 

most oriented directly towards reporting output are CONS and 

SECR: The accounting value most relevant for accounting 

measurement practices is CONS; and the value most relevant for 

the disclosure of information is SECR. This seems also to be 

reflected in our setting, since the accounting value coefficients in 

models D1 to D4 in (Table 5) show that the two accounting-output 

oriented value measurement and disclosure-oriented coefficients 

are quite significant (and value relevant) compared to the two 

systems-oriented models. In all cases, when we look at the 

coefficients, CONS seems to be the best, i.e., the accounting 

value CONS offers most value relevance showing that 

coefficients and t-statistics have critical p-values at 0.030. The 

accounting value SECR is second-best showing a critical p-value 

at 0.051. Since the five models in Table 5 seem to show adjusted 

R-squared at the same level in all cases, we did some sensitivity 

analyses across the models in order to make it possible to select 

the model to be preferred. According to the extra sum-of-squares 

F-test statistics presented at the bottom of Table 5, the model 

incorporating the accounting value CONS (model D3) seems to be 

the best and significantly better than the model D (without 

accounting values) in the two-by-two comparisons (and the model 

D4 for accounting value SECR is the second-best). We reach the 

same conclusion when using the Akaike selection criteria 
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statistics, also shown at the bottom of Table 5. Accordingly, 

CONS (model D3) is the preferred model, and according to the 

evidence ratios it is convincingly better than model D (without 

accounting values) as well as PROF (model D1) and UNIF 

(model D2). However, an evidence ratio of 1.5016 between CONS 

(model D3) and SECR (model D4) shows that CONS is better, 

but not convincingly better. 

Conclusion 

The objective of this study was to examine if intangibles are value 

relevant. Using a global sample of 22,372 non-financial listed 

companies preparing financial statements in accordance with one 

of four IFRS-related accounting regime classifications, we found 

support for our expectations. We found recognised intangibles in 

the financial statements presented as assets or as expenses to be 

value relevant as such. When we also took each company’s 

accounting regime into consideration, the overall value relevance 

increased, and significant results were presented showing 

differences in the different coefficient loadings on the three types 

of intangibles presented across the four accounting regimes. 

When we compare the coefficients and statistics from IFRS 

disallowed, i.e., mainly US GAAP, with the mandatory IFRS 

approved by the EU, the IFRS disallowed group showed other 

patterns for the estimates than from the group with IFRS as 

published by IASB. This confirms that the market knows what 

accounting regime each company has to follow, and the value is 

then fixed in accordance with this knowledge. 

Country-related sensitivity analyses using a business climate 

control variable did not significantly provide further value 

relevance, since the results showed that a country factor only 

marginally improved the overall modelled relations. Concerning 

cultural effects, the introduction of Gray’s accounting values as a 

way of operationalising cross-country cultural effects to help 

explain differences in value relevance, we found that especially 

the accounting value CONS should be taken into consideration 

since this accounting value (and SECR) adds significantly to the 

value relevance. Our findings have implications for the ongoing 

debate on having one global set of accounting standards 

prescribing if, when, how, and by how much intangibles must be 

recognised in the financial statements, since intangibles are value 

relevant across type as well as across accounting regime, which 

indicates that the market participants do not find it hard to use 

their knowledge of the accounting regime of each company when 

assessing each company’s market value. 
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