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Abstract

Numerous intangibles can affect corporate value; for example, human assets,
organizational assets, information assets, and corporate reputation. As dis-
cussions about intangibles have intensified, the number of empirical studies
focused on the relationship between intangibles and corporate value has in-
creased. Previous studies have demonstrated the relationship between intan-
gibles and corporate value as individual or combined elements; however, no
previous empirical study has incorporated strategies into the analysis of the
relationship between intangibles and corporate value. The present study ana-
lyzes how different strategies and management control systems impact intan-
gibles, the source of corporate value. Three discoveries were made. The first
reveals that intangibles consist of corporate reputation, innovation, infor-
mation assets, and organizational assets, but not human assets, which turn
out to be linked to innovation. This result indicates that the skills and creativ-
ity of employees play a major role in innovation. The second discovery shows
that corporate value consists of economic value, social value, and organiza-
tional value. This result agrees with the view of others who have asserted
that all stakeholders are in an equal relationship. Therefore, it can be said
that companies take various stakeholders into consideration when creating
value. The third discovery shows that when different strategies and manage-
ment control systems are adopted, different intangibles affect corporate values.
For instance, in prospector companies, reputation does not impact corporate
value; these firms aim to create new markets through innovation, and are less
concerned with reducing reputational risk. By contrast, in defender compa-
nies, innovation does not affect corporate value; these firms place emphasis
on preserving their reputation to retain existing markets and customers.
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1. Introduction

As the economic environment shifted from an industry-led society to a knowledge-
led society, intangibles, as a contributor to corporate value, became increasingly
more important. In response to the growing interest in intangibles, research on
intangibles became more common. The studies on intangibles emerged in the
1980s, and the number of studies jumped in the 1990s (Umeda, 2018: p. 35).
However, the term “intangibles” has various components, such as human assets,
organizational assets, information assets, and corporate reputation.

Previous studies have examined the relationship between intangibles and cor-
porate value as individual or combined elements. However, when different strate-
gies are adopted, the intangibles that contribute to creating corporate value also
change (Kaplan & Norton, 2004: p. 24). This finding prompted Ito & Sekiya
(2016) to propose a new framework that incorporated strategies and management
control systems into the relationship model between intangibles and corporate
value; no previous empirical study had incorporated strategies into this relation-
ship. The present study elucidates how differences in strategy and management
control systems impact intangibles, the source of corporate value.

The remainder of this paper is organized as follows: Section 2 clarifies the
definition of intangibles and outlines the strategy theory by Miles & Snow
(1978), the management control system by Simons (1987), and the concept of
organizational ambidexterity proposed by O’Reilly & Tushman (2004). In Sec-
tion 3, we review previous empirical studies on the relationship between intan-
gibles and corporate value. In Section 4, we present the analysis framework and
hypotheses of this study. We verify those hypotheses in Section 5 and discuss
their results in Section 6. Lastly, we detail the contribution of this study and fu-

ture research opportunities.

2. Intangibles, Strategies, and Management Control Systems

In this section, we summarize how research on intangibles has evolved over the
years. Because intangibles are closely related to strategies, we also review the
study conducted by Miles & Snow (1978), who proposed four categories of strate-
gies, and the management control system proposed by Simons. Finally, we will
outline the concept of organizational ambidexterity, which has been gaining at-

tention in recent years.

2.1. Intangibles

In financial accounting research, purchased goodwill is the only intangible asset
that has conventionally been recognized as an asset. However, other intangibles
quickly gained importance from the late 1990s. The price-to-book ratio (PBR) of
companies listed in the Standard & Poor’s 500 stock index increased from one in
1980 to seven in 2000. In other words, investors began to realize that companies

had sources of excess profits that are not reflected on their balance sheets.
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Meanwhile, management accounting research focused on how to manage in-
tangibles. Kaplan & Norton (2004) proposed the concept of the balanced score-
card (BSC), an intangibles management system. With BSC, they proposed that
intangibles should be measured and managed by readiness assessments as the ul-

timate source of corporate value creation.

2.2. Strategy and Management Control Systems

Several researchers have given their interpretations of the definition of strategy.
Authors such as Ansoff (1965), Andrews (1987), and Porter (1980) share the
stance of developing plans strategically, according to the given strategy. This line
of thinking is called content strategy approach, which sees strategies and envi-
ronments as static elements. With the content strategy approach, organizations
can adapt themselves to the strategy and environment and thereby indicate a
clear direction, enhance commitment, strengthen departmental coordination,
and have a long-term perspective.

In contrast, Miles & Snow (1978), Mintzberg, Ahlstrand, & Lampel (1998) and
Burgelman (2002) see the environment as a dynamic element that is constantly
changing and one that the company itself can influence. This is called strategy
process approach, which does not emphasize official control as much as the con-
tent strategy approach does (Chenhall, 2005). Instead, it focuses on creating a
competitive advantage by listening to novel ideas and adapting to the constantly
changing environment.

Strategies can only be realized when linked to management control systems.
Using the strategy types' conceived by Miles & Snow (1978), Simons (1987, 1990)
analyzed whether there were differences in the management control of prospector
and defender companies based on interviews and questionnaire surveys. The
analysis confirmed the existence of such differences; in prospectors, the strategy
and budget are frequently discussed in the company, and financial targets are
determined in a bottom-up approach. Meanwhile, in defender companies, the
developed strategies are seldom discussed, the budget is not revised, and the
companies’ financial targets are conveyed in a top-down manner.

Ambidextrous organizations, which seek to excel as both prospectors and de-
fenders, have been in the spotlight in recent years. O’Reilly & Tushman (2004: p.
74) stated that companies must be able to improve their existing products and
business processes while also innovating for the future, which they called organ-
izational ambidexterity. The main characteristic of ambidextrous organizations
is that they aim to expand their existing businesses and develop new businesses
at the same time; that is, they act as both defenders and prospectors simultane-

ously.

"Miles & Snow (1978) analyzed relatively stable product market areas and proposed four types of
strategies: defenders, which focus on making existing activities more efficient; prospectors, which
focus on innovation and continuously search for product and market opportunities; analyzers,
which have attributes of both defenders and prospectors; and reactors, which lack responsiveness to
environmental changes. Simons (1987, 1990), however, did not consider analyzers and reactors.
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Table 1. Previous studies.

3. Empirical Research on Intangibles and Corporate Value

There are many examples of empirical studies that explore the relationship be-
tween corporate value and various intangibles such as human assets, organiza-
tional assets, information assets, corporate reputation, and innovation (see Table
1). These studies are broadly divided into those focused on specific intangibles,
and those that see intangibles as a combination of various elements. In this sec-

tion, we outline these previous studies according to this classification.

3.1. Studies Focused on Specific Intangibles

Empirical research on intangibles has explored various areas such as human as-
sets, organizational assets, information assets, corporate reputation, innovation,

customer assets, brand equity, and relational assets.

Intangibles analyzed

Study authors Human Organizational Information Reputation Innovation Customer cand Relational
assets assets assets assets assets
Fombrun & Shanley (1990) @)
Riahi-Belkaoui & Pavlik (1991) O
Subramanian & Nilakanta (1996) O
Kowalczyk & Pawlish (2002) O O
Roberts & Dowling (2002) O
Carmeli (2004) @) (@)
Youndt, Subramaniam, & Snell (2004) O O O
Carmeli & Tishler (2005) O O O
Tseng & Goo (2005) O O O O
Hosomi (2009, 2011, 2014) @) @) @) ©) @) @)
Yee, Yeung, & Cheng (2010). O @)
Tto, Ito, Shinmura, & Sakurai (2011) O
Chien & Chao (2011) @) (©) @)
Mithas, Ramasubbu, & Sambamurthy (2011) O O O
Ponzi, Fombrun, & Gardberg (2011) @)
Iwata (2012) O
Nihon Kanrikaikei Gakkai Study Group (2015) O O O O O O O
Donate, Pefa, & Sanchez de Pablo (2016) O O O
Ito & Sekiya (2016) O O O O
Franc¢a & Rua (2018) O O O O
Shubita (2019) O @)
Ubaldo & Siedschlag (2020) O O O
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Youndt, Subramaniam, & Snell (2004) conducted a study that elucidated the
relationship between human assets, organizational assets, and corporate value.
According to their research, companies that have human assets and organiza-
tional assets have higher corporate value than those that do not. Also, Carmeli
(2004) added corporate reputation to human assets and organizational assets
and analyzed their relationship with corporate value. Their analysis revealed that
human assets and organizational assets influence corporate value through cor-
porate reputation.

Mithas, Ramasubbu, & Sambamurthy (2011) conducted a study that looked at
information assets. They focused on information management ability and
demonstrated that information assets influence customer and organizational assets,
resulting in an increase in corporate value. There are also many studies that focus
on corporate reputation. For example, Riahi-Belkaoui & Pavlik (1991) indicated
that when corporate value increases, so does corporate reputation. Relatedly, Rob-
erts & Dowling (1997) demonstrated that there is also an opposite causal rela-
tionship in which corporate reputation affects corporate value. In later research,
Roberts & Dowling (2002) demonstrated that there is a permanent relationship in
which the corporate value of the previous term increases the corporate reputation

of the current term and further affects the corporate value of the following term.

3.2. Intangibles as a Combination of Elements

Intangibles cannot create value individually. Maximum value is produced when
all intangibles in the company are integrated (Kaplan & Norton, 2004: pp. 259-260).
Hence, some studies perceive intangibles as a combination of multiple elements
(Tseng & Goo, 2005; Nihon Kanrikaikei Gakkai Study Group, 2015; Hosomi,
2009, 2011, 2014; Ito & Sekiya, 2016; Franca & Rua, 2018; Shubita, 2019; Ubaldo
& Siedschlag, 2020). Nihon Kanrikaikei Gakkai Study Group (2015) and Hosomi
(2009, 2011) revealed that each intangible affects the others, and all intangibles
affect corporate value.

Meanwhile, Ito, & Sekiya (2016) showed that organizational assets have an im-
pact on information assets, information assets on product innovation, product
innovation on logistics innovation, logistics innovation on corporate reputation,
and corporate reputation on corporate value. In their view, organizational assets
are the ultimate source of corporate value. Their study is characterized by a broad
definition of corporate value, extending it beyond economic value to include cus-
tomer value, social value, and organizational value. Moreover, Hosomi (2014)
used multiple intangibles as one variable to demonstrate how they directly affect
corporate value.

Intangibles only create value when linked to a strategy. Further, the intangibles
regarded as important by a company vary according to the strategies the com-
pany adopts (Kaplan & Norton, 2004: p. 24). Until recently, there were no ex-
amples of complex empirical studies on intangibles that incorporated strategies
and management control systems into the models. Therefore, Ito & Sekiya (2016)

proposed a theoretical framework that incorporates strategies (see Figure 1).
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Management Control
System

| |

Tangible Assets l Tangible Assets

Strategy

Activities —>1 Corporate Value

Intangibles Intangibles

Figure 1. Theoretical framework proposed by Ito & Sekiya (2016: p. 23).

According to the framework of Figure 1, companies use tangible assets and
intangibles at the beginning of the term to carry out activities based on their strat-
egy and management control, which results in tangible assets and intangibles
created at the end of the term. Ultimately, the difference between the beginning
and the end of the term adds to, or subtracts from, corporate value. Ito & Sekiya
(2016) cite the prospector and defender strategies proposed by Miles & Snow
(1978) and point out that these strategies focus on different types of activities.
They also mention the importance of having a management control system that
fits the strategy. The main characteristic of this study is that it incorporated
strategies and management control systems into the relationship between intan-

gibles and corporate value.

4. Hypothesis Setting

In this section, we propose the hypotheses of this study. We first identify the
components of intangibles and corporate value, then discuss the impact of in-

tangibles on corporate value, and finally propose the model used in the analysis.

4.1. Components of Intangibles and Corporate Value

Intangibles have been studied from various aspects, such as knowledge (Nonaka
& Takeuchi, 1996), human assets (Becker, 1964; Uchiyama, 2010), research and
development (Nishimura, 2001), information assets (Sakurai, 1987; Kozakai, 2008),
organizational culture (Peters & Waterman, 1982; Ito, 2007), and corporate rep-
utation (Fombrun & Shanley, 1990; Riahi-Belkaoui & Pavlik, 1991).

Later, studies emerged that viewed intangibles with a broader perspective and
sought to identify their components. Edvinsson & Malone (1997) called intangibles
intellectual capital and defined them as a component of market value. According
to their classification, intellectual capital consists of human capital and structural
capital. Structural capital, in turn, consists of customer capital and organization-
al capital, and organizational capital of innovation capital and process capital.
This study is characterized by the fact that it breaks down intellectual capital into

components.
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Also, Lev (2001), who considered environmental changes such as globalization
and advancement of information technology, only recognized intangibles that
are important for innovation. At the same time, he classified intangibles into in-
novation, human assets, and organizational assets.

Kaplan & Norton, who proposed expressing the causal relationship between in-
tangibles and corporate value for the development and execution of strategies, de-
fined intangibles as the “ultimate source of sustainable value creation” (Kaplan &
Norton, 2004: p. 7). They also suggested that human capital, information capital,
and organizational capital support value creation from the perspective of learning
and growth.

Unlike these three works, Blair & Wallman (2001) conducted a study that classi-
fied intangibles from the perspective of measurability. According to the measur-
ability of intangibles, intellectual property, an asset that appears on a firm’s bal-
ance sheet, is on the first level. On the second level are assets such as brand and
corporate reputation, which are controllable but cannot be sold separately from
the company. Intangibles such as human assets, organizational assets, and in-
formation assets, over which the company has no control whatsoever and are
not recognized as assets in accounting, are on the third level.

Based on these previous studies, we define corporate reputation, innovation,
human assets, organizational assets, and information assets as the components
of intangibles. Considering that product brand, customer assets, and relational
assets are deeply connected to the company’s reputation with stakeholders, we
placed them within corporate reputation, and thus set Hypothesis 1:

H1: Intangibles consist of corporate reputation, innovation, human assets,
organizational assets, and information assets.

Generally speaking, the objective of companies is to create corporate value,
the definition of which changes depending on the stakeholder. For example, the
economic value that focuses on shareholders and banks, as is the case of McKin-
sey & Company Inc. (2010), consists of financial performance indicators such as
return on assets (ROA) and return on equity (ROE). Customer value, which places
customers at the top, as proposed by Drucker (1954), aims to increase customer
satisfaction and earn their trust. Social value sees social contribution through
corporate activities and the reduction of the environmental load as a corporate
value. If the organization turns its eyes to its employees, it aims at increasing
employee-focused organizational value that fosters organizational culture, equal
opportunities, and fair evaluation by sharing the same management philosophy,
in line with the humanism proposed by Itami (1987).

Some believe that instead of increasing a single corporate value, companies
should seek improvement across multiple values at the same time. One such ex-
ample is corporate social responsibility (CSR), which aims at increasing share-
holder value, social value, and environmental value. With CSR, social value and
environmental value have been emphasized as antitheses of shareholder value,

but in recent years, a corporate value known as creating shared value (CSV) has
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gained attention (Porter & Kramer, 2011). CSV sees the subset where social val-
ue and economic value overlap as a corporate value. While CSV does not ignore
customers and employees, it does not contain customer value and organizational
value directly.

Finally, there is the concept of stakeholder value, which sees all values that
concern all stakeholders—shareholder value, customer value, social value, and
organizational value—as total corporate value (Sakurai, 2015: p. 40).

Based on the significant environmental changes of modern times, Freeman,
Harrison, & Wicks (2007) have consistently claimed that rather than sharehold-
ers sitting at the top of the stakeholder pyramid, all stakeholders are in an equal
relationship. Therefore, to create value in a continuous fashion, companies must
consider the value of all stakeholders in their management. The factor analysis of
corporate value carried out by Ito & Sekiya (2016) revealed that corporate value
consists of economic value, customer value, social value, and organizational val-
ue. A survey conducted by Aoki, Iwata, & Sakurai (2009) also showed that many
managers in Japan see corporate value as economic value, social value, and or-
ganizational value.

Based on the above, in this study, we see corporate value as stakeholder value,
in line with the view of Freeman, Harrison, & Wicks (2007), and set Hypothesis 2:

H2: Corporate value consists of economic value, customer value, social
value, and organizational value.

For corporate reputation, we used the seven evaluation items of RepTrak™, a
platform developed by the Reputation Institute (Ponzi, Fombrun, & Gardberg,
2011). Innovation is typically divided into product innovation and process in-
novation (Odagiri, 2010: p. 190), but here, we consider product innovation as a
process innovation that measures the elements that overlap with the seven eval-
uation items of RepTrak™ and innovation in the entire value chain. Also, the
question items concerning human assets and organizational assets were created
based on Kaplan & Norton (2004), and those concerning information assets on
Mithas, Ramasubbu, & Sambamurthy (2011).

As mentioned before, maximum value is created when all intangibles in the
company are integrated, making the link between each intangible important. Ito
& Sekiya (2016) proposed a model where organizational assets have an impact on
information assets, information assets on human assets, human assets on inno-
vation, and innovation on corporate reputation. Therefore, in this study, we used
this model to set the following Hypothesis 3:

H3: Organizational assets have an impact on information assets, infor-
mation assets on human assets, human assets on innovation, and innovation

on corporate reputation.

4.2. Impact of Intangibles on Corporate Value

According to Simons (1987), prospector companies tend to actively use interac-
tive control systems. In other words, in the process of prospecting for market

opportunities, prospector companies promote organizational learning through
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dialogue and discussion to create new strategies and tactics (Nishii, 2012: p. 174).
By contrast, defender companies tend to use diagnostic control systems, meaning
that their target is determined in a top-down manner, with no mid-term changes
in the strategy or budget, and these are evaluated based on the planned values.

In short, the prospecting strategy has more affinity with interactive control and
the defender strategy with diagnostic control. When developing these two strate-
gies simultaneously—that is, when applying organizational ambidexterity—both
interactive control and diagnostic control must function together successfully.

The prospecting strategy company prospects for market opportunities and ac-
tively seeks to create innovations. Therefore, innovation is likely to be a more
important intangible than in the company following a defender strategy. The
defender strategy company seeks to protect the existing market by maintaining
or building the company’s reputation with its existing customers; as such, cor-
porate reputation may be a more important intangible than under the prospect-
ing strategy. In the case of ambidextrous organizations, which have both pro-
spector and defender characteristics, it is believed that all intangibles affect their
corporate value.

The analysis above suggests that when different strategies and management
control systems are adopted, corporate value is affected by different intangibles.
Thus, Hypothesis 4 and Hypothesis 5 are set:

H4: Intangibles impact corporate value.

H5: In prospector companies that emphasize interactive control, defender
companies that emphasize diagnostic control, and companies that emphasize
organizational ambidexterity, the intangibles that impact corporate value are
different.

4.3. Analysis Model

Figure 2 illustrates the relationship between intangibles and corporate value
represented in terms of the hypotheses above. This model indicates that intangi-

bles consist of corporate reputation, innovation, human assets, information assets,

| Strategy | | Management Control |

System
Intangibles H1 Corporate Value H2
H3
| Reputation | | Economic Value |
| Innovation | H5
| Customer Value |
T H4
| Human Assets |
T | Social Value |
| Information Assets |
| Organizational Assets | | Organizational Value |
Figure 2. Analysis model.
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and organizational assets, and corporate value consists of economic value, cus-
tomer value, social value, and organizational value. The model assumed that each
intangible has a causal relationship with the other intangibles, and strategies and
management control systems influence the relationship between intangibles and

corporate value.

5. Hypothesis Verification

In this section, we verify the hypotheses proposed above. The first step is the de-
scription of the survey outline, followed by the verification of the hypotheses in
the following order: the components of intangibles of Hypothesis 1, the compo-
nents of corporate value of Hypothesis 2, the causal relationship between intan-
gibles of Hypothesis 3, the impact of intangibles on corporate value of Hypothe-
sis 4, and the impact of strategies and management control systems on the rela-
tionship between intangibles and corporate value of Hypothesis 5. For the analy-
sis, SPSS Statistics23 and Amos25 of IBM SPSS were used.

5.1. Survey Outline

Based on the database called D-Vision, owned by Diamond, Inc., we mailed a
questionnaire survey to 1386 companies listed on the First Section of the Tokyo
Stock Exchange. The questionnaire was sent to a corporate planning executive or
manager of each company. It was sent on January 20, 2017, with the response
deadline set to February 28. Ultimately, 163 companies replied (response rate:
11.8%), of which 149 responses were valid (response rate: 10.75%). A chi-square
goodness-of-fit test between the sample and responding firms indicated no sig-
nificant difference in industry distributions (y* = 44.365, df= 38, p=0.221). The
response choices to each question were presented on a 7-point Likert scale. We
checked for ceiling and floor effect on the question items; ceiling effect was ob-
served on questions about corporate value (II 6, II 7, II 11, and II 12), which
were then excluded from the analysis. We measured the Intangibles components
using 29 questions (see Table 2, 106 - 134) and measured the Corporate Value
components using 21 questions (see Table 3, II01 - I121).

5.2. Confirmatory Factor Analysis of Intangibles and Corporate
Value

A confirmatory factor analysis was carried out based on HI, for 34 intangible
items. Table 4 shows the analysis results. Because it consists of items related to
data and information, as well as hardware and software, the first factor was la-
beled “information assets”. The second factor, which expresses innovations, such
as the employees’ advanced skills and job proficiency level, as well as the construc-
tion of management processes of research and development, was labeled “inno-
vation”. The third factor, which corresponds to the seven evaluation items of
RepTrak™ related to reputation, was labeled “corporate reputation”. The fourth
factor, which indicates the creation of vision and mission, as well as organiza-

tional transparency, was labeled “organizational assets”.
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Table 2. Questionnaire items and descriptive statics of intangibles.

Lo . . Standard
Question items Size Mini Max Mean .
deviation
106_Product and service function reputation 149 1 7 5.48 0.96
107_Innovative reputation 149 1 7 4.41 1.12
108_Financial performance reputation 149 2 7 523 1.17
109_Leadership reputation 149 3 7 491 0.99
110_Governance reputation 149 2 7 4.97 0.98
I11_Innovative reputation 149 1 7 4.65 0.97
112_Work environment reputation 149 2 7 4.60 0.95
113_Construction of R&D management process 149 1 7 4.38 1.22
114_Construction of manufacturing/sales management
149 1 7 4.70 1.04
process
I15_Construction of delivery management process 149 1 7 440 1.05
116_Devropment of management process for the entire
. 149 1 7 4.60 0.98
business process
117_Devropmet of management process of support work 149 1 6 436 0.93
118_R&D capabilities of employees 149 1 6 443 1.13
119_Advanced skills of employees 149 1 7 474 1.03
120_Employee creativity 149 1 6 424 1.06
121_Skill level of employees 149 1 7 5.11 0.93
122_Knowledge development for employees 149 1 7 473 0.99
123_Availability of data and information 149 1 6 4.63 1.11
124_Integrity, reliability, accuracy, timeliness, safety, and
s . . 149 1 7 4.81 1.12
credibility of data and information
125_Relationship of data and information with strategy 149 1 6 4.48 1.01
126_User-friendliness of hardware and software 149 1 6 4.29 1.00
127_Relationship of hardware and software with strategy 149 1 7 4.24 1.03
128_leadership 149 3 7 5.10 0.91
129_Management system 149 3 7 505 0.94
130_C te phil h issi tti d
) ‘orp‘ora e phi OSOP y (mission) setting an 149 ) 7 530 0.94
organizational penetration
I31_Vision setting and organizational penetration 149 2 7 510 0.96
132_Fair reward system 149 2 6 491 0.94
I33_Linking strategies with employee goals 149 1 6 4.84 1.08
134_Collaboration between organizations 149 1 6 4.51 1.13
Table 3. Questionnaire items and descriptive statics of corporate value.
L . .. Standard
Question items Size Mini Max Mean L
delliation
1101_Increasing return on inllestment (ROI) and
149 2 7 5.70 1.06
return on sales
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Continued
1102_Increasing ordinary income and net income 149 3 5.96 0.91
1103_Increasing return on equity (ROE) 149 1 5.37 1.25
1104_Increasing future cash flow 149 3 5.40 0.99
1105_Increasing market capitalization 149 1 5.33 1.04
1106_Improllement of customer (business partner)
L. 149 4 6.23 0.77
reliability
1107_Improllment of customer (business partner)
. . 149 3 6.24 0.79
satisfaction
1108_Improllement of customer satisfaction 149 1 5.40 1.48
1109_Improllement of trust from suppliers 149 3 5.47 1.02
1110_Relationship with local residents 149 1 5.35 1.14
1111_Employee compliance 149 4 6.24 0.75
1112_Business ethics 149 3 6.19 0.86
1113_Business fairness 149 4 6.07 0.88
1I14_Corporate gollernance 149 4 6.05 0.86
1115_Reduction of enllironmental load 149 2 5.51 1.04
1116_Improllement of employee satisfaction 149 2 5.57 1.03
1117_Improllement of employee motillation 149 2 5.60 1.11
I118_Fair treatment of employees 149 3 5.58 1.02
1119_Leadership dellelopment 149 2 5.54 1.10
I120_Sense of togetherness in the organization 149 3 5.54 1.01
I121_Sharing organizational culture 149 2 5.54 1.08
Table 4. Factor analysis of intangibles.
L . . Standard  Information . . Organizational
Question items Size Mini Max Mean L Innovation Reputation
deviation assets assets
125_Relationship of data and information with strategy 149 1 6 4.48 1.01 0919 -0.011 -0.079 0.056
124_Integrity, reliability, accuracy, timeliness, safety,
o i X 149 1 7 4.81 1.12 0.844 —0.068 0.052 0.035
and credibility of data and information
127_Relationship of hardware and software with
149 1 7 424 1.03 0.807 0.024 0.053 0.004
strategy
126_User-friendliness of hardware and software 149 1 6 4.29 1.00 0.796 0.077 0.001 —-0.092
123_Auvailability of data and information 149 1 6 4.63 1.11 0.770 0.038 0.039 -0.018
118_R&D capabilities of employees 149 1 6 443 1.13 0.024 0.815 -0.209 0.126
114_Construction of manufacturing/sales
149 1 7 470 1.04 —0.088 0.813 0.082 —-0.058
management process
119_Advanced skills of employees 149 1 7 474 1.03 -0.003 0.699 0.139 -0.013
113_Construction of R&D management process 149 1 7 4.38 1.22 0.111 0.628 —0.157 0.120
121_Skill level of employees 149 1 7 511 0.93 0.050 0.513 0.296 —-0.150
I15_Construction of delivery management process 149 1 7 444 1.05 0.044 0.462 0.039 0.038
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Continued

108_Financial performance reputation 149 2 7 523 1.17 0.093 —-0.051 0.727 —-0.064
110_Governance reputation 149 2 7 4.97 0.98 0.092 0.031 0.689 0.015

109_Leadership reputation 149 3 7 4091 0.99 —-0.031 -0.152 0.682 0.272

106_Product and service function reputation 149 1 7 5.48 0.96 -0.144 0.277 0.500 -0.024
I31_Vision setting and organizational penetration 149 2 7 5.10 0.96 —0.008 0.026 0.024 0.939

130_Corporate philosophy (mission) setting and 149 2 7 530 0.94 0.003 0.070 0.064 0.810

organizational penetration

Correlation between Information
factors: assets

Innovation 0.458** -

Reputation 0.442%** 0.422** -

Organizational
& 0.410% 0344  0.380% .
assets
Cronbach’s a 0.921 0.821 0.770 0.907

Notes: Principal factor method, factor pattern after promax rotation, factor loading 0.40, n = 149, KMO = 0.826, Bartlett’s test of sphericity p = 0.000, **p <

» o«

0.01 (both sides). Each question item was asked with a 7-point grading scale (“1: There are issues” - “7: It is perfect”).

Based on the above, it became clear that intangibles consist of information as-
sets, innovation, corporate reputation, and organizational assets. The difference
with H2 is that human assets and innovation have been linked up. The fact that
human assets and innovation are closely related is interesting.

The next step was a confirmatory factor analysis based on H2, which concerns
21 items of corporate value. Table 5 shows the analysis result. The first factor,
which consists of items concerning employee training and the promotion of or-
ganizational culture, was labeled “organizational value”. The second factor, which
consists of items related to profitability and stock value, was labeled “economic
value”. The third factor, which consists of items related to corporate ethics, gov-
ernance, and environmental consideration, was labeled “social value”. Customer
value was also expected for H2, but no customer value-related factor was ex-
tracted because the questions about customer value were excluded from the
analysis due to ceiling effects. The analysis result indicates that corporate value

consists of organizational value, social value, and economic value.

5.3. Relationship between Intangibles

Using the verified four factors of intangibles, the causal relationship between in-
tangibles (H3) was next verified. The analysis result is indicated in Figure 3, with a
p-value of 0.000. The model’s goodness of fit index (GFI) was 0.806, the CFI was
0.853, and the RMSEA was 0.111. Although the CFI was lower than 0.9 and the
RMSEA was higher than 0.1, it can be considered acceptable goodness of fit. The
results also show that organizational assets have an impact of 0.464 on infor-
mation assets, information assets have an impact of 0.530 on innovation, and

innovation has an impact of 0.534 on corporate reputation.
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Table 5. Factor analysis of corporate value.

Question items Size Mini Max  Mean Star‘lda.lrd Organizational Economic  Social
deviation value value value
1117_Improvement of employee motivation 149 2 7 5.60 1.11 0.943 —-0.074 -0.005
1120_Sense of togetherness in the organization 149 3 7 5.54 1.01 0.897 -0.019 —0.032
1119_Leadership development 149 2 7 5.54 1.10 0.850 -0.004 -0.063
1116_Improvement of employee satisfaction 149 2 7 5.57 1.03 0.844 -0.036 0.015
1118_Fair treatment of employees 149 3 7 5.58 1.02 0.823 0.064 0.060
I121_Sharing organizational culture 149 2 7 5.54 1.08 0.802 —0.044 0.034
1101_Increasing return on investment (ROI) and
return on sales 149 2 7 5.70 1.06 0.177 0.861 -0.210
1102_Increasing ordinary income and net income 149 3 7 5.96 0.91 —0.100 0.714 —-0.094
1103_Increasing return on equity (ROE) 149 1 7 5.37 1.25 -0.116 0.566 0.146
1105_Increasing market capitalization 149 1 7 5.33 1.04 —-0.100 0.481 0.298
1110_Relationship with local residents 149 1 7 5.35 1.14 0.074 -0.107 0.666
1108_Improvement of customer satisfaction 149 1 7 5.40 1.48 -0.124 -0.040 0.636
1115_Reduction of environmental load 149 2 7 5.51 1.04 0.163 -0.005 0.503
1113_Business fairness 149 4 7 6.07 0.88 0.155 0.157 0.433
1109_Improvement of trust from suppliers 149 3 7 5.47 1.02 0.275 0.159 0.412
Correlation between factors: Organizational value -
Economic value 0.282" -
Social value 0.801** 0.360** -
Cronbach’s a 0.856 0.744 0.744

Notes: Principal factor method, factor pattern after promax rotation, factor loading 0.40, n = 149; KMO = 0.860, Bartlett’s test of sphericity p = 0.000; **p <
0.01 (both sides). Each question item was asked with a 7-point grading scale (“1: Completely ignored” - “7: Total emphasis”).

Organizational
Assets

0.464

Information
Assets

Figure 3. Causal model between intangibles.

0.530

0.534

Reputation

5.4. Relationship between Intangibles and Corporate Value

The next step was to verify the causal relationship between intangibles and cor-

porate value (H4) and the impact of strategies and management control systems

(H5), using a covariance structure analysis. To analyze H4, we used a sample of

149 companies; in the case of H5, a sample of 131 companies was divided into 54

prospector companies that emphasized interactive control, 48 defender compa-

nies that emphasized diagnostic control?, and 29 ambidextrous companies that

have both prospector and defender attributes.

First, we verify H4, which had a sample size of 149 companies. The analysis

results indicate y* of 66.28, a degree of freedom of 14, and a p-value of 0.000.

’The companies were classified between those with six or more points in questions about prospec-

tive strategy and interactive control and those with six or more points in questions about defensive

strategy and diagnostic control.
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Figure 4 illustrates these results, which confirms the initial hypothesis that in-
tangibles affect corporate value. The model’s GFI was 0.889, and CFI was 0.873,
which can be considered a high degree of goodness of fit. The RMSEA was below
0.1, at 0.059. The standardization estimate was 0.397. These results demonstrate
that intangibles influence corporate value, which supports H4.

Next, we analyze the impact of intangibles of prospector companies of H5 on
corporate value. The analysis results in Figure 5 indicate that the model of pro-
spector companies, which excluded reputation from intangibles, had the highest
goodness of fit. y* was 47.808, the degree of freedom was 9, and the p-value was
0.000. The model’s GFI was 0.899, the CFI was 0.878, and RMSEA was less than
0.1, at 0.92. The standardization estimate was 0.389.

In the same manner, we analyze the impact of intangibles of defender compa-
nies on corporate value, as stated in H5. The analysis results in Figure 6 indicate
that the model of defender companies, which excluded innovation from intangi-
bles, had the highest goodness of fit. y* was 44.959, the degree of freedom was 9,
and the p-value was 0.000. The model’s GFI was 0.903, CFI was 0.894, and
RMSEA was less than 0.1, at 0.012. The standardization estimate was 0.403.

These results indicate that the intangibles that affect corporate value in pro-
spector companies, which emphasize interactive control, are different from those
in defender companies that emphasize diagnostic control.

The last analysis is of the impact of ambidextrous management of H5, which
has both prospector and defender attributes, on intangibles and corporate value.
X was 38.129, the degree of freedom was 14, and the p-value was 0.000. The mod-
el’s GFI was 0.806, CFI was 0.812, and RMSEA was 0.168. The standardization
estimate was 0.687. Because the model’s goodness of fit is poor, it was not possi-

ble to demonstrate a solid result for ambidextrous companies. Table 6 shows the

structural equation modeling (SEM) results from H3 to H5.

Reputation

Economic Value

Intangibles Corporate Social Value
X Value
Information Assets
Organizational Organizational
Assets Value

Figure 4. The causal model of intangibles and corporate value (overall).

Innovation .
Economic Value

Information | bl Corporate -
Assets ntangibles Value Social Value

Organizational
Assets

Organizational
Value

Figure 5. The causal model of intangibles and corporate value (prospector companies).
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Reputation .
Economic Value

Information Assets : Corporate
Intangibles Value Social Value

Organizational
Assets

Organizational
Value

Figure 6. The causal model of intangibles and corporate value (defender companies).

Table 6. The results of H3 to H5.

Hypothesis X df pvalue GFI CFI RMSEA
H3 The causal model between intangibles 328.597 116 0.000 0.806 0.853 0.111

The causal model of intangibles and

H4
corporate value (overall)

66.280 14 0.000 0.889 0.873 0.059

The causal model of intangibles and

H5-1 .
corporate value (prospector companies)

47.808 9 0.000 0.899 0.878 0.092

The causal model of intangibles and
H5-2 44959 9 0.000 0.903 0.894 0.101

corporate value (defender companies)

The causal model of intangibles and

H5-3
corporate value (ambidexterity companies)

38.129 14 0.000 0.806 0.812 0.168

6. Conclusion

In this study, we verified a set of hypotheses about the relationship between in-
tangibles and corporate value, as well as the impact of strategies and management
control systems on that relationship. Three discoveries were made with this
verification.

The first discovery is that intangibles consist of corporate reputation, innova-
tion, information assets, and organizational assets. The hypothesis assumed that
human assets were part of intangibles, but the results showed that they are con-
nected to innovation. As far as innovation is concerned, the skills and creativity
of employees play a major role.

The second aspect is that corporate value consists of economic value, social val-
ue, and organizational value. This result agrees with the view of Freeman, Har-
rison, & Wicks (2007), who stated that all stakeholders are in an equal relation-
ship, as well as with the results obtained by Aoki, Iwata, & Sakurai (2009) and Ito
& Sekiya (2016), who performed similar verifications. Therefore, it can be said
that companies take various stakeholders into consideration when creating value.
The third discovery is that if strategies and management control systems vary, so
do the intangibles that affect corporate value. The results indicate that in prospec-
tor companies, reputation does not influence corporate value. This is attributed to
the fact that instead of reducing reputation risk, these companies seek to create
new markets through innovation. By contrast, it is clear that innovation does not
impact corporate value in defender companies. It is believed that defender com-

panies emphasize their reputation to retain existing markets and customers.
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The limit of this paper is that companies that have both sides of prospector
companies and defender companies do not specify ambidextrous companies based
on hypothesis 5. Therefore, the model’s goodness of fit was poor. Originally, the
characteristics of a company that grasped ambidextrous management should

have been established as some questionnaire items.
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