
Intangible Capital, the Achilles 

Heel of Accounting and 

Macroeconomics

Robert Boyer

James Perry

Å1



What is Goodwill?

! ƎŀǇΧ

ΧǘƘŀǘ ƛƴ ǇŜǊŦŜŎǘ ŎƻƳǇŜǘƛǘƛƻƴΣ ǿƛǘƘ ŎƻƳǇƭŜǘŜ 
information, should not exist.
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.ǳǘ DƻƻŘǿƛƭƭ ŜȄƛǎǘǎΣ ŀƴŘ ƛǎ ƎǊƻǿƛƴƎΧ

ΧǿƘȅΚ
Å3
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Goodwill and book value in Germany, France, UK and US, 1983-2011



Goodwill = intangible assets

ΧǿƘƛŎƘ ŎƻǳƭŘ ōŜΥ

A. New and important non-physical factors of 
production (OECD)

[if profitability reflects productivity]

B. New sources of pricing power

[if profitability reflects value-capture, not value-added]
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!ŎŎƻǳƴǘƛƴƎ ƳǳǎǘΧ

Χ ŦƛƴŘ ǿŀȅ ǘƻ άƳŜŀǎǳǊŜέ ƛƴǘŀƴƎƛōƭŜǎ ŀǎ ά!έ όŦŀŎǘƻǊǎ ƻŦ 
production), i.e. make assets appear prior to profit.

LŦ ƛƴǘŀƴƎƛōƭŜ ŀǎǎŜǘ ǾŀƭǳŜǎ ŀǊŜ ǇǊŜǎŜƴǘŜŘ ŀǎ άŎƻƴǘǊŀŎǘǎ ƻƴ 
ŦǳǘǳǊŜ ǇǊƻŦƛǘǎέ ǘƘŜƴ н ŎƻǊŜ ǇƛƭƭŀǊǎ ƻŦ bŜƻƭƛōŜǊŀƭ ƛŘŜƻƭƻƎȅ 
undermined:

Competition theory = basis of regulation

Marginal productivity theory = basis of deregulation
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άaŀƴǳŦŀŎǘǳǊƛƴƎ /ŀǇƛǘŀƭƛǎƳέ

wƻǳǘƛƴŜ /ƻƴǾŜǊǎƛƻƴΥ DƻƻŘǿƛƭƭ Ҧ¢ŀƴƎƛōƭŜ !ǎǎŜǘǎ

Conditions for tangible assets to keep up with profits:

1. Tangible assets (with observable historical costs) employed at 
start of value chain

2. Bargaining power correlated with production of tangibles



Contemporary finance: capture of profit by 

innovation, leverage and leonine contracts. 

ÅB ïTotal financial assets / GDP

Å(1948-2007)

ÅA ïProfits  appropriated by the financia

l sectors / GDP (1948-2007)

Figure 4 ïTwo indexes of the capture of profit and wealth 

by finance



ÅSource: André Orléan (1990)

INABILITY TO MEASURE INTANGIBLE CAPITAL 

­FINANCIAL VOLATILITY ­ FINANCIAL CRISIS MORE 

FREQUENT AND SEVERE



C3 - A rather fuzzy concept: from a laundry 
list to a pure tautology. 

.



The mystery of intangible capital and 
financial fragility seem largely correlated
ÅFigure 8 ïFrom a reputedly major innovation to mimicry leading to financial

Åfragility



ÅFigure 6 ïIntangible investment and market capitalization (2001-04)



ÅFigure 7 ïGrowth of Assets of Four Sectors in the United States (March 1954 = 

1) (Log scale) (source: Federal Reserve, Flow of Funds, 1954-2009)



ÅFigure 3 ïTangible vs intangible GDP shares: 1995-2009

Å(Average value)



Å3. Intangible capital seen by 

macroeconomists: 

ÅIn search for the sources of growth and stock market

valuation

q = sLÅż+ sKÅk + a

with q, ż, k rate of growth of output,

labour, tangible capital

sL , sK respective weight of labour and capital

a = residual / contribution of technical

change, generally a > 0



(3) q = sL Å ɯ + sK Å k + sR Å r + b

with r rate of  growth of  intangible capital

sR weight of  intangible capital

b = new residual / contribution of  

technical change

with the hypothesis that b a and possibly b is near 0

Å (4) National Intangible Capital =

Å Stock market value ïvalue of tangible capital



ÅTable 4 ïAverage annual change in labour productivity in the market sector and

Åcontribution of tangible and intangible capital deepening , labour quality and 

ÅMFP growth, 1995-2006.



ÅFigure 9 ïIntangible capital, Achilles Heel of accounting, finance and 

Åmacroeconomics


