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Abstract:

The key-factor in profitability of the small and medium enterprises based on
knowledge is the intellectual capital and non-corporal actives of those. The empirical
formers studies confirm that the intellectual capital has a great impact to the performances
of the small and medium enterprises based on knowledge.

The aim of this article is to exam the inter-relations and inter-actions between the
components of the intellectual capital and the non-corporal actives in the process of
evaluation the performances of the enterprises based on knowledge that is a competitive
sustainable advantage. These are basic for help the decisions of the management o
allocate resources and the decision of the investors regarding the correlation between
value and price.
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1. Introduction

The globalization and acceleration the technological changes stress inside the
economical medium the importance of the ongoing the activities making the differences
between the modern and classical enterprises in allocation the resources and the decision
of the investors about the correlation between the value of the enterprises based on
knowledge and the price of the non-corporal actives (intangible actives).In this context,
there are new opportunities (or threatens) for business.

They can observe the real growth of the incorporate knowledge in human capital and
also in the intellectual capital of the enterprise based on knowledge and opening the new
contradictions between the liberty of the immaterial labor and its disciplinarian, between
the creativity of the intellectual labor and control.

2. Intellectual capital

In 1990’s there was developed the concept of the intellectual capital, when the
managers realized that the two problems regarding the company management and the
evaluation are only the two sides of one coin.”-what you want to lead you must measure”
and” what you want to measure you can lead”. The intellectual capital represents the
fusion between the two flows of thinking. (Roos et al., 1997).
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In Romania, since 2000,they have stressed these two flows and the two problems
regarding the management and both the evaluation determined some companies to
evaluation the intellectual capital and non-corporal actives.

According to the Minister of Public Finance of Romania, no. 306 of 2002 for
approval of simplified accounting regulations harmonized with European Directives,
intangible assets include:

-formation expenses;

-development costs;

-concessions, patents, licenses, trademarks, rights and other similar values;

-goodwill;

-other intangible assets, and

-intangible assets in progress.

The structure of the intellectual capital is deeply rooted , was the first time that the
economist John Keneth Galbraith in 1969, and Peter Drucker talked about
"knowledgeable workers”.

The intellectual capital is an intellectual material - knowledge, information,
intellectual property, experience — these may be put to increase the welfare (Stewart,
1997) of enterprises based on knowledge.

Intellectual capital and major components
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In the context of modern business is important to understand the entire company as a
business value as the sum of all assets (tangible and intangible).

A classification of the assets of modern business, as follows:

- Differentiable Assets- this class of assets is often unique and includes assets such
as production, processing and distribution, which are similar between companies, but still
different in some respects from those of competitors

The following figure present market value of a company from liquidation value of
the generic assets and market value of assets plus market value a generic intangible
assets.
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Figure no. 1 Market value of a SME’s with intangible assets
Source: 1., Anghel — Theoretical and Applied Economics,Editura ASE 2004

In the context of current economy, the management role is to establish enterprise
based on knowledge value than generic asset value. The performance depends on today's
modern enterprise knowledge and ability of human capital (potential value) in intangible
assets of the organization (such as trademark, patents, licenses, goodwill, trade secrets,
copyrights, intellectual property, etc.).
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3. Evaluation of intangible assets (intangible) under financially Reporting
Standards (IFRS)

Through the performance evaluation methodology of the enterprise based on
knowledge they answer questions such as:

-What is the real value market of the enterprise

-1s this value satisfactory or not?

-How did they get the results?

-Which are the wanted performances and also the results and what is the level of the
performance?

-What have they do for get the wished performance?

-What is the intangible value indicated (not shown in the balance sheet)?

The general aim of the evaluation methodology consists in a continuous training and
the most important think is to help the evaluators of he non corporal actives regarding in
the ownership and use recognized assessment methods appropriate for determining
market value or fair value of intangible assets separately, both required for carrying out

Source: Author’s owner
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transactions based on market value and requirements for financial reporting under
International Financial Reporting Standards - (IFRSS).

The five recrecognized methods of evaluation of separated intangible assets entered
into the three traditional evaluation approaches are:

I1.1. Transactional method

11.2. Relief from Royalty Method

11.3. Premium Profit, or Incremental Income Method

11.4. Multi-period Excess Earnings Method

I1.5. Replacement Cost Method

The forecast period of financial indicators used in applying the five methods above,
is shorter than the remaining economic life or equal with legal life. The economic life is
defined as the period in which intangible assets are expected to generate an economic
benefit for their owners. Legal life is the period in which intangible assets are protected
by law.

The six stages of implementation of these methods are:

a) estimate the remaining economic life of the intangible asset ;

b) forecast net turnover achieved by using the intangible asset;

c) determining the appropriate royalty rate (the market);

d) determining the discount rate specific intangible asset under evaluation;

e) calculating the present value of net charge economy;

f) calculating the depreciation tax benefit - but where is assessing the initial
recognition of an intangible asset in the financial statements.

Classical sources of profit or cash flow are either extra an excess of selling price
(premium price) reduction of expenditure items (variable or fixed-economies of scale) or
a combination of the two sources above.

Comparing the flow of income or cash flow forecast can be made:

- be between the entity using intangible assets and other similar entities without an
intangible asset. If a brand is product evaluation. Applying this procedure is subject to
credibility than they can forecast revenue or cash flow that is not feasible to use similar
entity. If there is sufficient information to make such a credible forecast, additional profit
method should not be used, either between that of the entity, in two ways: with and
without the use of that intangible asset. It is the evaluation of a patent and a non-compete
agreement.

Always preferred result of the assessment, based on direct knowledge of the market,
is where intangible assets are trade on a market, or are the current trading prices of similar
intangible assets, either current trading prices of some similar intangible assets, in the
second case of being necessary, some corrections to reflect differences between selected
elements of comparison (respectively the differences between intangible assets and
intangible assets valued comparable selected as appropriate).

The initial evaluation of identifiable intangible assets with finite economic life, so
liquidated, following a business combination, fair value of these will include the tax
benefit resulting from the amortization of intangible assets.
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Form for calculating the tax benefit (BF) is:
BF =
n

A0 Fy0S.01

Estimated valuelJ

where:

Estimated value = total economy or discounted fee, or replacement cost of internal
generation identified with the cost of an intangible asset similar or identical;

n = number of years for amortization of intangible assets;

Fcap = capitalization factor and required update rate;

S = tax rate.

4. Assessment of intellectual capital and intangible assets in a modern business.
Case study at S.C. Arobs Transilvania Software

S.C. AROBS Transylvania Software has recently turned 11 years:

S.C. AROBS Transylvania Software partner becomes Microsoft Gold Certified
Partner

On July 1, 2009, S.C. AROBS Transylvania Software (AROBS) has acquired the
status of Microsoft Gold Certified Partner - the highest form of partnership between
Microsoft and companies operating in IT & C Achieving.

Segment-sized GPS and PDA S.C. Transylvania AROBS 2010 estimate for growth
this year lower than that recorded last year in 2009 to a figure approaching 5 million and
estimated a forecast for market share between 20 and 25%.

An estimated 2 million revenues from outsourcing services company, approximately
20-30% of the total business of SC AROBS Transylvania.

The enterprise based on knowledge management, internally generated computer
programs are also an advantage for the organization and ensure long term sustainability of
the company are internally generated for the skills and knowledge that group of authors
who contributed to making them part of the company's intangible assets.

Internally generated computer programs to describe their functionality to address the
cost of historical costs for generating computer programs, if these expenses are not shown
separately requested:

a. number of man-hours required for recreation program;

b. the categories of personnel needed;

c. employee wages in section b., and

d. share information to determine administrative costs or overheads;

e. the registration fees.

But especially for the income approach:

1. income / savings to the historical software;

2. forecast revenue from licenses including valves for the remaining life of the
software;

3. direct expenditures related to income forecast point b.;

4. forecast expenditure (eg. maintenance costs).

Remaining economic life to meet the following requirements:

i. which was originally expected economic life and that is the date of valuation;

ii. when it was put into service program;
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iii. description of internal development that could prolong the economic life;

iv. description of internal development to replace the computer program that could
reduce its economic life, and

v. description of external factors that may affect the economic life remaining.
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5. Evaluation of a method patent economy / fee exemption

For the value of a patent application involves:

- List of patents for which protection pay legal fees;

- List of patent applications;

- The case of patents, the economic effects achieved;

- R & D spending to generate historical patents.

- ldentification of patents and products share the administrative costs or overheads;

- ldentification of patents and related products are expected to have commercial life;

a) estimates of income from patent over the remaining economic life;

b) estimates of direct costs related revenue in a.

- Feedback about the possibility of extension of patent protection legally provided
over the life;

- Details of possible transmission of economic rights through patent license
agreements or assignment.

Under assessment is a patent for a new product, the company used SC AROBS
Transylvania Software, owner of the patent, which is acquired by the company Mio.

To assess the balance sheet is a patent by the method of acquisition, that company's
acquisition by the company Mio SC AROBS Transylvania Software.

Type the requested amount is fair value.

Date of assessment: January 10, 2009

Assumptions for assessment are:

0 useful life of the patent was estimated to be 5 years

O sales for products manufactured using patent was as expected:
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0
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1
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2
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3

O fee turnover rate, the field was set at 4%;
00 company profit tax rate is 16%;
[0 economic discount rate (exemption) of net charge was set at 16%.
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Calculation of Tax Benefit due to the deductibility of depreciation, is:
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For assessment was to highlight the difference between book value figures of the
company acquired its real market value through intellectual capital and intangible assets
owned by default

Tax benefit of depreciation is worth € 651,000 and the fair value of the patent was
calculated to € 6,215,000.

The difference between the two values is the subject of our study, by default of
intangible intellectual capital of SC Transylvania AROBS maintains financial goal for
this year 2010 and aimed at business between 7 and 8 million €, an increase over the
previous year in 2009 with 30% for 2011 and plans to achieve a figure of up to 10 million
€.

6. Conclusions

In practice evaluation of intangible intellectual capital of the firm's default to normal
traditional highlight of the five methods with rigorous approaches. Evaluation methods of
intangible intellectual capital default of enterprises based on knowledge in Romania meet
international standards.

The investigation conducted by the author with reference to intellectual capital
market has allowed the establishment of fundamental issues related to the formation of
intangible intellectual capital implication of enterprises based on knowledge.

Among these are:

a) the state has relegated many market institutions;

b) the scarcity of specialists for the "production and marketing knowledge;

c) reduced integrity of the national economy in the world economy;

d) lack of incentives to professionals able to create and invent states tend to conceal
innovations and know-how;

e) the inventors migration abroad;

f)lack of financing sources of business innovators, etc. ..
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According to research conducted at the micro level analysis has shown that driving
out local businesses need and opportunity rather than actual market cost of the product
via appropriate intellectual and rational management of intangible assets, and in
particular, intellectual property default.

But once the assessment bears a theoretical and practical, roll the balance sheet as at
most companies, these intangible assets are not indicated.

Research results showed that in practice, local businesses face a number of problems
associated with managing intellectual capital, intangible assets, including the highlight:

a) lack of sources of funding for both development and for recording intangible
assets;

b) lack of knowledge needed in the recording of intangible assets;

c) moral rapid aging of intangible assets;

d) lack of incentives from the state enterprises for the creation of intangible assets;

e) non-recovery of costs for creating and recording of intangible assets related to
small volume production;

f) unenhancing the legal framework protecting intellectual property.

Suggestions:

1. Today, innovation is needed and setting up infrastructure. Achieving that goal is
only possible as a result of carrying out state policy innovation active mass use of various
levers and instruments.

Basic tasks that faced Romania in the formation of innovative system is derived
first, the formation of normative-legal basis favorable to innovative activity, above all in
matters of protection, disposition and use rights to the intellectual capital ( starting point
should be to enact law on intellectual property), and secondly, building an infrastructure
developed to support the intellectual activity and rapid transmission of the results of
scientific research that has commercial potential, business sector for production and
removal market innovations in the form of goods and services.

2. A major innovation in creating infrastructure has training infrastructure. In
Romania it is necessary to form an effective system of financing of innovative activity,
both at the expense of budget resources and extra budgetary funds account. State funding
for innovative scope should be oriented in the following areas:

capital injection (partially without being paid) for innovative projects that have a
high commercial potential able to become the "locomotive" to increase innovation,
innovations in financing off-budget funds, full state funding irreversible and innovative
projects, which bears the national character, but of interest to private business.

3. It requires the protection of local entrepreneurs by providing innovative risks and
other risks related to intellectual property objects.

To address this problem, the state must ensure market transparency and stability of
national security, contribute to implementation of international standards in insurance
business and supervisory standards, to continuously improve insurance legislation, to
create conditions for integration Romania's insurance market in insurance and reinsurance
schemes.

Holistic Marketing Management 69



Bibliography:

[1]. Anghel, I., — Theoretical and Applied Economics,Editura ASE, 2004;

[2]. Brennan, N., Connell, B., - Intellectual Capital: current issues and policy
implications, journal of Intellectual Capital, 1(3), 2000;

[3]. Bontis, N., - Intellectual Capital: an exploratory study that develops measures
and models, Management decisions, no.36, 1998;

[4]. Drucker, P., Post capitalist society, New York: Harper Business, 2003;

[5]. Lev, B., New accounting for new economy, available at
www.stern.nyu.edu/bev, 2000;

[6]. 6. Lev, B., Response to your questions concerning my testimony before your
committee, New York University, Leonard Stern School of Business, 2002;

[7]. Petty, R., Guthrie, J., Intellectual Capital literature review: Measurement
reporting and management, Journal of Intellectual Capital, Vol. 1 (2), 2000;

[8]. Stan, S., - Seminar de Pregdtire Continud - SPIC 08 Evaluarea Activelor
Necorporale, IROVAL — Cercetari in Evaluare, Colectia Biblioteca ANEVAR, 2008;

70  Holistic Marketing Management



