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What is Goodwill?

A gap…

…that in perfect competition, with complete 
information, should not exist.
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But Goodwill exists, and is growing…

…why?
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Goodwill = intangible assets

…which could be:

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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Accounting must…

… find way to “measure” intangibles as “A” (factors of 
production), i.e. make assets appear prior to profit.

If intangible asset values are presented as “contracts on 
future profits” then 2 core pillars of Neoliberal ideology 
undermined:

Competition theory = basis of regulation

Marginal productivity theory = basis of deregulation
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“Manufacturing Capitalism”

Routine Conversion: Goodwill →Tangible Assets

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. 

•B – Total financial assets / GDP

•(1948-2007)

•A – Profits  appropriated by the financia

l sectors / GDP (1948-2007)

Figure 4 – Two indexes of the capture of profit and wealth 

by finance



•Source: André Orléan (1990)
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C3 - A rather fuzzy concept: from a laundry 
list to a pure tautology. 
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The mystery of intangible capital and 
financial fragility seem largely correlated
•Figure 8 – From a reputedly major innovation to mimicry leading to financial

• fragility



•Figure 6 – Intangible investment and market capitalization (2001-04)



•Figure 7 – Growth of Assets of Four Sectors in the United States (March 1954 = 

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



•Figure 3 – Tangible vs intangible GDP shares: 1995-2009

•(Average value)



• 3. Intangible capital seen by 

macroeconomists: 

• In search for the sources of growth and stock market

valuation

q = sL • ℓ + sK • k + a

with q, ℓ , 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 • ℓ + sK • k + sR • 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

• (4) National Intangible Capital =

• Stock market value – value of tangible capital



•Table 4 – Average annual change in labour productivity in the market sector and

• contribution of tangible and intangible capital deepening , labour quality and 

•MFP growth, 1995-2006.



•Figure 9 – Intangible capital, Achilles Heel of accounting, finance and 

•macroeconomics
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• 2. Most of intangible investments are 

typically uncertain, much more than routine 

production via equipment goods.

• 3.Intangible capital is largely driving stock 

market capitalisation that alternates large 

and lasting sub-estimations with over 

estimations



•Figure 1 Relative goodwill and book value from 1983 to 2011 (indexed 

at 2011 book value = 100; totals for all listed non-financial corporations 

in France, Germany, the UK, and US; compiled using quarterly accounting 

and exchange-rate data from Thomson-Reuters)



CONCLUSION
C1 - The concept of  Intangible Capital has 

been coined in order to capture  some of  
the novelties of  contemporary 
capitalism, based upon innovation, 
knowledge and learning. 

C2 - Killing three birds with the same bullet:
IC at the crossing of  goodwill private  
accounting, financial theory about 
market efficiency and growth 
accounting.



C4 - A first cut analysis about the different 
national trajectories of  mature 
economies and their mastering of  new 
productive paradigms. 

- The US versus Germany

- Nordic economies versus Southern Europe

- The French configuration: not so easy to 

interpret

• C4 - The need for a new theorizing of  
capital and capitalism: 

- scarcity and physical productivity…



•Table 5 – Understanding stock market and growth: two approaches





So what are intangibles?

• Like tangible assets, intangible assets are also scarcity rents

• However, unlike tangibles, intangibles represent scarcity that 
cannot – for the most part – be separated and traded at the sub-
firm level

• Why did this not happen before?

• In manufacturing capitalism, scarcity rents were institutionalised 
into tangible assets because bargaining power correlated with 
tangible manufacture

• This correlation is breaking down in post-manufacturing 
capitalism  



But accounting can’t measure 
intangibles…

…because intangibles are found to be firm-level 
emergent properties (an accounting residual)

• Does not fit with atomistic ontology of balance 
sheet accounting

• Makes neoliberal practice practically untenable 
(PERF. COMP. – comp policy)

• Makes neoliberal ideology intellectually untenable 
(MPT)
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