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Abstract
Purpose – The purpose of this paper is to investigate the level of intellectual capital (IC) awareness among
Portuguese bank managers and which disclosure techniques are most common. The annual report is
regarded by some authors as the most important vehicle of information about banks’ affairs because of
some specific characteristics of banks’ activities. However, organizations are increasingly using their
webpages to disclose a broad spectrum of information. The objectives of this study are twofold: to
investigate how Portuguese bank managers perceive the impact of IC disclosure on the bank’s
competitiveness; and to assess the extent to which Portuguese banks voluntarily report their IC in annual
reports vs webpages.
Design/methodology/approach – The methodology involved in the exploratory study includes the
collection of secondary data – annual reports and websites – collected from the 28 banks operating in
Portugal, and semi-structured interviews from 25 banking managers. Content analysis is applied using a
constructed index based on two European frameworks – Intellectus and InCaS – slightly modified to take into
consideration the peculiarities of the sector.
Findings – Results show higher level of IC disclosure in annual reports than that provided in websites.
Human capital and structural capital are the most reported category in annual reports and, conversely, the
disclosure of relational capital is higher in the webpages. Findings are found similar in comparison to various
other studies on the subject which reveal very low level of IC disclosure, not yet receiving priority from the
mentors of banks. Interviews reveal that not many managers recognize the need and significance of
measuring and reporting IC, although it is recognized as a driver of competitiveness. For protecting business
confidentiality, banks do not want to report information of sensitive nature.
Research limitations/implications – The analysis is limited to a single sector. Future research can expand
to other industries (e.g. manufacturing, technological, services) to enable a more comprehensive understanding
of IC disclosure in Portugal. The cross-sectional approach is also a limitation. A longitudinal study could be
conducted for capturing the trend of reporting practices during the period. Further research could apply
research methods other than content analysis (e.g. questionnaire survey, interviews or mixed-methods) in order
to obtain a more in-depth view of how the Portuguese organizations manage, measure and report their IC.
Practical implications – Research may be of relevance for both banking managers and regulators. For
banking managers because it offers an opportunity to envisage their banks’ future potential for growth and
competitiveness. For regulators, the relevance of the study focusses on their understanding of developing
mandatory reporting or additional policy requirements. This study provides a motivation for further research
that contributes to a body of knowledge and practices on the IC disclosure.
Social implications – Emerging from the years of a financial crisis, restoring trust and confidence is the
most critical challenge for banks to become competitive. IC disclosure could help to restore confidence.
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Originality/value – The existing literature on the IC reporting and disclosure in the context of banking
sector is limited. Based on the Intellectus model and the InCaS model we built an index of IC disclosure to
banking sector which contributes to a greater accuracy, transparency and reliability in the disclosure of this
unique sector. This initiative may encourage its applicability in other sectors.
Keywords Competitiveness, Data analysis, Disclosure, Intellectual capital reporting, Banking industry
Paper type Research paper

1. Introduction
Intellectual capital (IC) is the dominating resource in the knowledge-based economy;
however, traditional accounting practices only partially recognize the value of an
organization’s IC. Some studies (Guthrie et al., 2007; Chen and Pan, 2011) show that although
IC reporting is still low, there has been an increase in IC disclosure in annual reports over the
years, even in sectors where IC may not be expected to be a significant value driver, such as
real estate, utilities and retailing (Unerman et al., 2007). While there is an increasing evidence
that the IC of an organization represents the path to creating modern and competitive
environments, there are inadequate disclosures of IC in the financial statements of
organizations (Petty and Guthrie, 1999, 2000; Brüggen et al., 2009).

Effective management of knowledge has become a key to corporate success especially in the
knowledge-based industries. Data from Morgan Stanley’s World Index show that the listed
value of these knowledge intensive companies, in the USA, ranges between twice and nine
times their book value since much of their value is intangible (Edvinsson and Sullivan, 1996).
The difference between the company’s market value and book value is said to represent its
IC (Edvinsson and Malone, 1997; Sveiby, 1997). But what is the value of IC? – Measuring the
value of IC is difficult, but the literature presents a plethora of methods that can do it
(Edvinsson, 1997; Sveiby, 1997; Matos, 2013).

The importance of IC transcends sectoral differences, being particularly critical to the
banking sector mainly due to the fact that knowledge is the main output and input in these
institutions. Differing from the manufacturing industries, the financial service industry provides
knowledge-based products and services, integrating professional competencies and market
needs to realize profits from financial knowledge and risk management (Shih et al., 2010).
The business nature of the banking sector is knowledge intensive and its staff is “intellectually”
(Mavridis, 2004, 2005) more demanded than the staff of other economic sectors. Banks use a
huge amount of human capital and customer capital for their survival and competitiveness
(Kamath, 2007), being described as a knowledge-intensive, skills-based and relationship-rich
industry (Muhammad and Ismail, 2009). Banking operations involve close interaction between
their employees and customers and rely, to a larger extent, on the integration of information and
communication technologies for the development of new products and services (Mention and
Bontis, 2013). Although physical capital is important for banks to operate, it is the IC that
determines the quality of services provided to customers (Goh, 2005). Additionally, the
importance of IC to the banking sector is leveraged by the increasing complexity and more
liberal environment that the banks are currently operating in, in which competitiveness depends
critically on the quality of human IC and the ability to leverage on these talents (Muhammad and
Ismail, 2009). Due to the competitiveness and dynamism of the current operating environment, IC
managing and reporting is critical for banks to develop a cutting edge strategy ( Joshi et al., 2010).

Furthermore, despite the critical role of IC in banks performance there have been very
few studies that explore how banks disclose information on the resources that provide them
with their competitive advantages (Bhasin, 2012). Although the literature documents an
increasing trend in IC disclosure, there is limited research on whether organizations benefit
from improved IC disclosure, namely how it influences their competitiveness. In a review of
the current state of financial and external disclosure research, Parker (2007) identified IC
reporting as a major area for further research.
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This paper endeavours to examine the extent of the IC disclosure in Portuguese banking
sector and how it is perceived by managers to influence its competitiveness. We also seek to
comparatively analyze the disclosure made in these entities’ annual reports and websites.
The study has practical significance to Portuguese organizations as a whole and to the
banking sector in particular.

For this purpose, and based on European models for IC measurement and reporting, we
constructed a specific index for IC disclosure and applied it to the banking sector in
Portugal. By building a specific disclosure index, which reflects the most relevant
information in the context of IC in the banking sector, we aim to contribute to understand
the extent of disclosures made by Portuguese banks and how banking managers evaluate
the impact of IC disclosure in competitiveness. Our findings may encourage its applicability
in other sectors, even those that are less IC intensive, thus leading to a disclosure that is
more consistent and comparable.

The remainder of the paper is structured as follows. Section 2 provides the review of
prior studies on IC disclosure, exploring IC as knowledge applied to organizational practices,
the determinants of IC disclosure, the theories that support the IC disclosure, and the most
common disclosure practices in banks. Section 3 attempts to assess how IC disclosure is
relevant for competitiveness in banks activity. Section 4 describes the methodological
approach. Section 5 presents the analysis and discussion of results. Finally, conclusions are
offered in Section 6.

2. Literature review and hypotheses development
IC is increasingly acknowledged as the most important asset for business performance and
the foundation for competitiveness. A competitive and efficient financial sector is a
prerequisite for economic development and growth. Banking institutions, in particular, are
dealing with intense competitive pressures which arise from changes in financial
environment, technological advancements and changing needs of the consumers in terms of
product quality. Therefore, banks need to anticipate and respond to these demands and
expectations. Skilled employees as well as sound infrastructures, networking systems,
information systems, innovativeness, brand name, trademarks and knowledge bases,
normally termed IC components, are needed to facilitate the delivery of high value-added
products and services.

2.1 IC as knowledge applied to organizational practices
IChas been recognized as knowledge applied to practice, reflecting organizations ability to
perform and not just calculating the value of knowledge in financial terms (Danish Agency
for Trade and Industry, 2000). The application of knowledge in innovation and agility to
succeed in business is what differentiates today’s organizations, i.e., the distinctive capacity
of these organizations is their “knowledge in action” (Davenport and Prusak, 1998). For this
knowledge to be reflected, organizations should disclose an IC report showing the
transactions on knowledge, as the annex to financial statements reflects the transactions
within the accounting system (Mouritsen, 2006).

We live in an economy where dematerialization of production, and information and
communication technologies, especially the internet, have a leading role, creating a network
economy with the intensive use of knowledge and innovation in the production of goods and
services. Knowledge is then the main factor of production and competitive pressures have
made innovation the key factor for businesses survival.

This type of IC disclosure is valuable information for investors, as it can help them in
reducing the uncertainly of the bank’s future prospect and facilitate in valuing the bank.
Table I provides the main contributions of some of the IC disclosure models available in
the literature.
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Our study assumes the tripartite dimensions of the IC concept: human capital, structural
capital and relational capital.

Human capital includes the knowledge acquired by each person as well as individual
characteristics, such as loyalty, versatility or flexibility. The value of each employees’
contribution to the company increases its productivity (Canibano et al., 2000).
As mentioned by Shih et al. (2011), the creation of knowledge comes from a group of
enthusiastic employees who have the ability to convert (individual and tacit) knowledge
into IC for organizations. People’s knowledge and experience are crucial resources
through which organizations structure the internal and external information
(Meer-Kooistra and Zijlstra, 2001), expressing the capabilities of the individuals that are
required to provide solutions for customers (Saint-Onge, 1999). Human capital is the
source of innovation and renewal (Stewart, 1997), i.e., the primary source of companies’
idiosyncrasy (Cabrita, 2009).

Structural capital is a strategic asset that enables the creation of wealth through a human
contribution. It is a set of infrastructures, information systems, databases, patents,
trademarks, administrative routines and proceedings that represent the intellectual
potential in the organization (Cabrita, 2009). Mentioned as an entity’s organizational
capability to meet market needs (Stewart, 1997; Saint-Onge, 1999), structural capital is
represented by a set of interdependent working groups that relate to each other in an
organization. Therefore, it is part of the compilation of knowledge that remains in the
company at the end of the work day (Canibano et al., 2000).

The relational capital is the value of an organization’s relationships (Stewart, 1997;
Bontis, 1998) or the knowledge incorporated in relationships with stakeholders (Cabrita and
Cabrita, 2013). It includes a set of resources developed in the organization’s external
relations with customers, suppliers, shareholders or partners, and investors, among others.
It relates not only to the relationships that the entity has with third parties, but also to the
perception that these third parties have regarding the entity. These inter-organizational

Developed by Model

Sveiby (1997) Intangible asset monitor (IAM): monitor’s three overall categories: customers
(external structure), people (competence) and organization (internal structure).
Under each of these interdependent categories the three keys areas of growth,
renewal, efficiency and stability are tracked, each with its own performance
indicators

Kaplan and Norton (2004) Balanced scorecard (BSC): management system that added non-financial
performance measurements to traditional financial metrics to give managers a
more “balanced” view of organizational performance (financial, clients,
processes and learning and growth)

Edvinsson and Malone (1997) Skandia navigator: conceives four key dimensions of a business: financial
focus, customer focus, process focus, and renewal and development focus.
At the heart of these is human focus, which drives the whole model

Lev (2001) Value chain scoreboard: A matrix of nonfinancial indicators arranged in three
categories according to the cycle of development: discovery/learning,
implementation and commercialization

IADE-CIC (2003) Intellectus model: reference to five components of intellectual capital (human
capital, organizational capital, technological capital, business capital, and
social capital); implementation of several principles which facilitate the
management of intangible activities; internal logic, which explains the
combination of relationships defining the entire system through several
concepts such as IC components, elements, variables, and indicators

InCaS-Intellectual Capital
Statement-Made in Europe

InCaS: management tool to assess and visualize IC
Table I.

Intellectual capital
disclosure models
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relationships produce a superior form of knowledge based on the coordination or
combination of part of the knowledge of each of the agents involved in the relationship
(Abeysekera, 2007). Relational capital is crucial both for detecting market opportunities,
allowing the organization to develop new knowledge, and getting an assessment of their
current knowledge. Cañibano and Sánchez (2004) refer that strategic alliances are the main
intangible asset within relational capital, while satisfaction, longevity of the relationships,
loyalty and trust are attributes of relationships with third parties which form a base of
knowledge and a source of access to various resources (Cabrita, 2009).

The IC dynamic nature is stressed in many studies (Stewart, 1997; Cabrita and Bontis,
2008; Cabrita, 2009). For instances, Cabrita (2009) explains that IC is a phenomenon of
interrelationships and interactions, having each component little value if considered per se,
but as a whole it represents great value for the organization.

2.2 Determinants of IC disclosure
IC disclosure may be defined as a report intended to meet the information needs common to
users (Abeysekera, 2006). The arguments for organizations to disclose IC are both internal
and external. The various forms of IC disclosure provide valuable information for users and
investors: helping to reduce uncertainty about future prospects (Bukh et al., 2005);
facilitating a more precise valuation of the organizations (Andriessen, 2004); promoting
credibility, image and reputation (Córcoles and Ponce, 2013); decreasing information
asymmetry (Bontis, 2003; Vergauwen and van Alem, 2005); reducing the cost of capital
(OECD, 2006); enabling investors to make better investment decisions (Abeysekera, 2006);
benefitting society at large by enabling efficient use of capital (Branco et al., 2011); and
leading to IC creation (Singh and Kansal, 2011). In addition, Brüggen et al. (2009) argue that
IC disclosure can help to increase the value relevance of financial statements, while
Canibano et al. (1999) show that failures to provide relevant information about IC may lead
to a deterioration of the company’s financial position and a loss of competitiveness in the
long run. In the same line, other authors (Meer-Kooistra and Zijlstra, 2001) suggest that
companies are motivated to disclose IC information to create trustworthiness with
employees and other stakeholders preventing disadvantages from rumours and gossips
(Bornemann and Leitner, 2002). In addition, Meer-Kooistra and Zijlstra (2001) refer that IC
disclosure may be used as the company’s marketing tool because they can publicly provide
evidence about their true values and their wealth creation capabilities. Bhasin (2014)
suggests that the low-level of IC disclosure, whose very basis of existence is knowledge and
innovation, may be partly because of the fact that IC disclosures are done by organizations
purely on a “voluntary” basis.

2.3 IC disclosure theories
There are many theories that support the IC disclosures of organizations. Among others, three
theories can be discussed in this context: stakeholder theory (Freeman, 1994; Donaldson and
Preston, 1995); legitimacy theory (Suchman, 1995; Deegan, 2002); and signalling theory
(Kim et al., 2016). Stakeholders groups include shareholders, customers, employees, suppliers,
competitors, lenders, government, communities, also comprising groups representing
environmentalists and the media. Financial reporting should include IC disclosure which
would give the stakeholders a broader and correct picture of the true value of organization
and performance. Legitimacy theory posits that organizations continually seek to ensure that
they operate within the bounds and norms of their respective societies. In adopting
a legitimacy theory perspective, an organization would voluntarily report on activities
if management perceived that those activities were expected by the communities in which
it operates. Signalling theory suggests that information asymmetry should be reduced
if the party possessing more information can send signals to other interest-related parties.
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It posits that organizations with a high quality should signal their advantages to the market.
It not only helps in reassessing the value of firm but also reduces the cost of capital. Among IC
studies that have discussed IC disclosure theories are those presented in Table II.

2.4 Annual report and web-based corporate disclosure
Disclosure is the process through which an entity communicates with the outside world,
reporting quantitative and qualitative information of financial and non-financial nature for
the purpose of facilitating outsiders’ decision making. Information about the affairs of an
organization can be communicated through different means (e.g. prospectus, financial press
releases, annual report, webpages, etc.), and reporting practices differed significantly
between organizations in different domains.

Despite the existence of different sources of information, the annual report is regarded by
some authors (Li et al., 2006; Joshi and Ubha, 2009) as the most important vehicle of
information about an organization’s affairs, namely for banks because of two related
characteristics. First, banks’ activities are less transparent, generally more opaque than
non-financial organizations. Second, banks are frequently heavily regulated, because of their
importance in the economy, because of their assets’ opacity and because they are a ready
source of fiscal revenue, thus government imposes an array of regulations on banks.

However, other authors (Lymer, 1999; Marston and Polei, 2004; Sharma, 2013), consider
that webpages are now seen as one of the better mediums of disclosure of financial and
non-financial information, the major advantage being its ability to provide a direct contact
between the organizations’ management and stakeholders without depending on
intermediaries like the press or analysts. The literature reports some advantages of
web-based disclosure: cost effective; covering wider audience with speed; and making the
information available in a timely manner. Webpages are used to disclose time sensitive
information (Sharma, 2013) and can include annual reports, press releases and Basel II
disclosures regarding capital adequacy, and risk management issues (Sharma, 2013). Given
the increasing importance of the internet, coupled with a faster, more economical and more
visible spread of information, we believe it is important to assess the trend of the disclosure

Theories of
IC reporting Empirical studies Main findings

Stakeholder
theory

Guthrie et al. (2006),
An et al. (2011)

The disclosure practices reduce the information asymmetry between
the companies and stakeholders and as a consequence improve the
relationships between them

Legitimacy
theory

Guthrie et al. (2006),
Archel et al. (2009),
Khan and Ali (2010)

Organizations with high levels of IC will be more inclined to disclose
their IC because they cannot fully legitimize their standing by means of
the traditional symbols of corporate success, the tangible assets
While there is no formal guideline available on how organization’ IC is
going to be measured, an effort to disclose IC information in its report
could be seen as part of its strategy to legitimize their existence in an
economy of intangibles

Signalling
theory

García-Meca et al.
(2005), Vergauwen,
and van Alem (2005)

Signalling excellence to the market could be a strong motivation for
companies to report IC although the focus and style of reporting may
be varied by different companies
Signalling of IC related attributes, for example, voluntary disclosure in
the annual report, could bring many benefits to an organization
(e.g. improving corporate image, attracting potential investors,
lowering capital costs, decreasing volatility of stocks, creating an
understanding of its products or services, and improving the
relationships with various stakeholders)

Table II.
Studies developed
in the scope of IC
disclosure theories
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by comparing the IC disclosure in annual reports vs webpages. Consistent with previous
studies, it is expected that:

H1. IC disclosure in Portuguese banks is higher in webpages than in annual reports.

When breaking down the IC disclosures into three dimensions – human capital, structural
capital and relational capital – previous studies reveal that the level of disclosure varies for
issues related to each component. Based on the study of Guthrie et al. (2006) the extent of the
disclosure of information on IC was analyzed in three different but complementary perspectives:

(1) the extent of the disclosure in each attribute (indicator);

(2) the extent of the disclosure by component (human capital, structural capital and
relational capital); and

(3) the general/global level of disclosure.

Consistent with previous studies, we expect that:

H2. The disclosure of each of the components of IC is higher in webpages than in annual
reports.

3. Competitiveness and IC disclosure in banking sector
Banks have traditionally been considered to be more vulnerable to instability than other
industries, for various reasons. Emerging from a dramatic crisis, the most critical challenge
for financial sector is to restore the trust and confidence of consumers. This is critical for its
survival and competitiveness. In a context of instability, the creation of a fair and
competitive environment claims for information transparency and reducing information
asymmetries among investors. This is more imperative in knowledge-intensive
organizations as banks where competitiveness depends on the resources that differentiate
them from their competitors, which are lasting and difficult to imitate or substitute (Serenko
and Bontis, 2013). As mentioned by Abeysekera (2006), competitiveness depends less on the
strategic allocation of physical and financial resources and more on strategic management
of IC. In addition, reporting on IC creates a transparency that allows managers to manage
their intangible resources better, facilitating decision making and the management of the
organization as a whole. Despite that, the number of studies of IC reporting with specific
reference to the banking sector (Khan and Ali, 2010) is still scarce. Table III highlights some
studies on the IC disclosure practices in banking sector.

Banking sector has undergone dramatic changes in the last decade forcing banks to
rethink their roles as financial intermediaries (Mention, 2011; Walter, 2009). In a context of
fierce competition, banks are challenged to adopt a pro-active and innovative posture
focussed on developing new financial products and services, i.e., promoting a continuous
development of knowledge as the unique resource (Cabrita and Bontis, 2008; Mention, 2011).
While physical capital is essential for banks to operate, it is IC that determines the quality of
the products and services provided to customers (Goh, 2005). Banks use a huge amount of
human capital and customer capital for their survival (Kamath, 2007; Wang et al., 2011).
They need to create an environment in which people (human capital) can produce
extraordinary results (customer capital) (Sahrawat, 2008). Technology is also crucial in this
industry insofar as computer systems, databases and networks will have to be constantly
adapted to the most demanding products and services, including those provided by
electronic means, making it a factor of development and better responsiveness to
competition. The interaction between structural capital and relational capital is a key goal
for banks because the creation of value for the customer is no longer in a single transaction,
but in the maintenance and development of various transactions (Cabrita and Bontis, 2008).

492

JIC
18,3

D
ow

nl
oa

de
d 

by
 U

N
IV

E
R

SI
D

A
D

E
 D

E
 V

IG
O

 A
t 0

2:
47

 2
2 

Ju
ne

 2
01

7 
(P

T
)



Moving in an environment of high uncertainties and looming crises, banking sector is highly
regulated in its complex operations, having to improve its ability in the management of IC to
achieve sustainable survival and competitiveness. Because the knowledge required for
banking operations is more complex than in most industries, it requires greater
transparency and reliability in order to protect stakeholders (Chen and Pan, 2011). The need
for transparency and reliability in banks’ information is evidenced in the increasing need for
information not only as a result of greater demand from economic agents and the greater
usefulness of such information for decision making, but also on the need for organizations to
maintain or increase their legitimacy in the societies in which they operate. In an uncertain
and volatile environment, IC disclosure can contribute to restore the trust and confidence –
core intangible assets in banking sector – making banks more competitive.

4. Methodological approach
The methodology involved in the exploratory research study includes the collection of
secondary data and semi-structured interviews. As part of secondary sources, annual
reports and institutional websites information have been collected from the 28 banks, which
constitute the universe of banks operating in the Portuguese financial market. In line with
other studies (Li et al., 2006; Quinteiro, 2009; Mention, 2011; Herrera-Rodriguez and
Macagnan, 2012; Linlin et al., 2013; Ramadan and Majdalany, 2013) our research focusses
only on the banking sector. Linlin et al. (2013, p. 667) refer that “banking industry is not only
knowledge-intense but probably also has the most of IC reports produced among other
industries”. Those 28 banks published their individual annual reports in 2015 and had an
active and autonomous webpage in August 2016. As a technique of gathering data, both
quantitative and qualitative information were picked up from those sources. The universe of
banks involved in the study is listed in Table IV.

Authors Purpose Findings

Khan and Ali
(2010)

Study IC reporting by private
commercial banks in Bangladesh
together with the perceptions of a
range of stakeholders with
respect to such disclosures

IC disclosure is not considered important.
The key focus for IC disclosure was on human
capital elements

Haji and Mubaraq
(2012)

Examine IC disclosure practices
of Nigerian banks over the period
2006-2009

The IC disclosures of the Nigerian banks increased
moderately over the four years. Human and
structural capital are the most disclosed items

Sharma (2013) Analyze the extent of disclosure,
using the internet, by commercial
banks in Nepal

All commercial banks use their own websites and
annual reports to disclose IC. Foreign ownership,
board independence and size were found to be
significantly associated with web-based disclosure

Lipunga (2013) Using annual reports of
commercial banks in Malawi,
the study visualizes the extent of
IC reporting

About 80% of the sampled banks made some sort of
IC disclosures in all the three IC categories. The
overall IC disclosure index indicates that only 32% of
the disclosable items were disclosed. The banks
placed more emphasis relatively on internal capital
(0.4) followed by external capital (0.32); the least
reported was human capital (0.29)

Razak et al. (2016) Examines IC disclosure practice
in the annual report of 12
commercial banks listed on Saudi
Arabia (Tadawul) Stock
Exchange in 2014

All Saudi banks listed in Tadawul Stock Exchange
disclosed IC information in their 2014 annual report.
IC items mostly were disclosed in discursive form
and throughout the annual report. Banks emphasize
the disclosure of human (38%), external (35%), while
internal capital was significantly lower at 27%

Table III.
Empirical studies on

IC disclosure in
banking sector
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4.1 Content analysis and encoding techniques
Content analysis and encoding techniques were used as popular methods when
investigating the extent, structure and trends of the disclosure of information on IC. Text
encoding techniques aim to determine the significance of the information content in a
“systematic”, “objective”, “reliable” and “reproducible”manner (Krippendorff, 1990) in order
to obtain valid and replicable inferences (Guthrie and Petty, 2000). The encoding of the
content to be analyzed is based on verifying the existence (or not) of the information to be
gathered, assigning a numerical coding of 1 (one) if such information was disclosed and 0
(zero) if it was not.

4.2 Construction of the IC index
A disclosure index is defined by Coy (1995, p. 122) as “a qualitative-based instrument
designed to measure a series of items which, when scores for the items are aggregated, gives
a surrogate score indicative of the level of disclosure in the specific context for which the
index was devised”. The specificity of banking sector dictated the development of a singular
disclosure index that is not easily replicable to other sectors. This index aimed to be the
analysis tool of the extent or range of IC disclosure and of each of its components – human
capital, structural capital and relational capital.

The IC index disclosure was built on the basis of the Intellectus models – developed by
the Centro de Investigación sobre la Sociedad del Conocimiento from the Universidad
Autónoma de Madrid (CIC-IADE) – and InCaS (intellectual capital statement – made in
Europe), which were adapted and applied to the disclosure of information on IC in the
banking sector in Portugal.

As referred by Cabrita (2009), the measurement/disclosure model should be chosen
according to the understanding of the elements and the context in which the organization
operates, i.e., the indicators used for analysis in an organization (sector) are not necessarily
useful in other organizations (sectors), so that these indicators must be the most specific
possible to evaluate the critical knowledge to achieve the strategy of each organization.
Based on this premise and given the singularity of the sector, we found in the structure of
the Intellectus model and in some concepts and elements of the InCaS model the support in
which to conceive our research. We believe that these two models reveal features that may
adapt themselves to what is intended to investigate. The detail and depth that result from
the structure presented by the Intellectus model to identify the components of IC, as well as
the existence of studies conducted by the Intellectus model’s working group on its
application in several Spanish financial institutions to measure IC, allowed us to assess the
most common features of the indicators applied to the banking sector. Likewise, the

1. Novo Banco, SA 15. BANIF – Banco de Investimento, SA
2. Banco BAI Europa, SA 16. Banco Português de Gestão, SA
3. Banco BPIT, SA 17. BEST – Banco Electrónico de Serviço Total, SA
4. Banco Invest, SA 18. Banco Cofidis SA
5. Banco Santander Totta, SA 19. Banco Santander Consumer Portugal, SA
6. Banco Bilbao Vizcaya Argentaria (Portugal), SA 20. Banco BIC Português, SA
7. Banco Ativo Bank, SA 21. Banco EFISA, SA
8. Caixa-Banco de Investimento, SA 22. Novo Banco dos Açores, SA
9. Banco Comercial Português SA 23. Banco Privado do Atlântico - Europa, SA
10. Caixa Geral de Depósitos, SA 24. BNI – Banco de Negócios Internacional (Europa), SA
11. Banco Popular Portugal SA 25. Banco CTT, SA
12. Haitong Bank, SA 26. Banco LJ Carregosa, SA
13. Banco Finantia SA 27. Banco Primus SA
14. Banco de Investimento Global SA 28. Banco Credibom, SA

Table IV.
Banks involved
in the study

494

JIC
18,3

D
ow

nl
oa

de
d 

by
 U

N
IV

E
R

SI
D

A
D

E
 D

E
 V

IG
O

 A
t 0

2:
47

 2
2 

Ju
ne

 2
01

7 
(P

T
)



applicability of the InCaS model to the organizational reality at European level can add
valuable inputs to our research. In this model, we sought relevant conceptual orientations,
particularly because it has been developed for the identification and reporting of the
organizations’ intangible resources. InCaS model contributed to the development of an IC
statement, harmonized at European level, facilitating comparability among organizations.

Drawing on the previous studies, we found 66 items (21 for human capital, 24 for
structural capital and 21 for relational capital) were more likely to be reported by banks.
General disclosure index is decomposed into disclosure sub-indices of human capital,
structural capital and relational capital. Results are shown on average, therefore, highly
aggregated. Included in human capital we consider indicators on professional skills, social
competencies and motivation as shown in Table V.

Structural capital comprises indicators adequate to identify the factors related to
organizational structure and banking processes such as corporate culture, internal
cooperation and transfer of knowledge, information technology and explicit knowledge as
defined in Table VI.

Relational capital indicators (Table VII) present the variety of the relationships established
with business agents and social entities with whom banks relate. These relationships
comprise customers, investors and other stakeholders.

4.3 Semi-structured interviews
The combination of research methods has been successfully applied to investigate
voluntary reporting in IC, mainly the use of content analysis of annual reports together with
semi-structured interviews (Guthrie et al., 2006).

Semi-structured interviews were conducted for 25 banking managers (human resources,
marketing and governance departments) of different banks. The objective was to gain

Elements CH (3) Variables (6) Indicators of disclosure (21)

CH1 – Professional
skills

CH1.1 – Qualified
employees

CH1.1.1 – Number of employees in each professional category
CH1.1.2 – Number of employees per schooling
CH1.1.3 – Number of qualified employees per level of salary

CH1.2 – Continuous
training

CH1.2.1 – Number of hours of training
CH1.2.2 – Themes of training
CH1.2.3 – Number of employees in training

CH1.3 – Contract CH1.3.1 – Number of admissions per competencies
CH1.3.2 – Number of employees with working contracts
CH1.3.3 – Number of employees working part-time
CH1.3.4 – Number of employees in apprenticeship

CH2 – Social
competencies

CH2.1 – Social/
cultural activities

CH2.1.1 – Internal social/cultural activities
CH2.1.2 – Social/cultural activities involving civil community

CH3 – Motivation CH3.1 – Promotions
and incentives

CH3.1.1 – Number of employees promoted on a regional,
national and international level
CH3.1.2 – Benefits and bonuses given to the employees
CH3.1.3 – Incentive plans to attract and keep talent
CH3.1.4 – Payment plans of variable salaries
CH3.1.5 – Plans for employee satisfaction (motivation
questionnaires

CH3.2 – Stability CH3.2.1 – Rotation rate
CH3.2.2 – Absenteeism rate
CH3.2.3 – Average age of employees
CH3.2.4 – Identification of employees by average age

Source: Based on the Intellectus and InCaS models

Table V.
Human capital

indicators
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understanding of how banking managers perceive the impact of IC disclosure in banking
competitiveness. For this, the interviewees were asked to consider the following questions:
Does your bank use any tool of IC measurement and reporting? Do you consider IC as a
driver of banking competitiveness? Is IC disclosure relevant to banking competitiveness?
Is your bank available to disclose strategic information? andWhich IC components are more
available to be disclosed?

5. Analysis and discussion of results
The average IC disclosure in annual reports is 0.3693, with a standard deviation (SD) of 0.2063,
as shown in Table VIII. Disclosure in webpages is 0.2860, with a SD of 0.1192. In both cases,
values show a large variability from the average, but this variability is lower in the disclosure
in webpages, i.e., values are closer to average in the disclosure on webpages and there is a
greater dispersion of values regarding the average in the disclosure in annual reports.

Elements CE (3) Variables (9) Disclosure indicators (24)

Organizational capital
CE1 – Corporate
culture

CE1.1 – Mission and
strategic objectives

CE1.1.1 – Disclosure of mission and strategic objectives
CE1.1.2 – Description of organization’s functional
structure
CE1.1.3 – Existing best practices
CE1.1.4 – Existing codes of conduct, declarations of
principles or mission

CE1.2 – Operational
objectives

CE1.2.1 – Definition of management by objectives systems
CE1.2.2 – Existence of evaluation of performance systems
CE1.2.3 – Information about performance indicators

CE1.3 – Investigation
and development

CE1.3.1 – Expenses with I&D
CE1.3.2 – Existing projects of I&D

CE1.4 – Recognition CE1.4.1 – Description of the context of the bonuses
received and formal recognitions
CE1.4.2 – Market share

CE2 – Internal
cooperation and
transference of
knowledge

CE2.1 – Team work and
cooperation between
departments

CE2.1.1 – Number of projects
CE2.1.2 – Programs and rate of internal mobility and
working flexibility
CE2.1.3 – Plans of management of competencies and
development of leadership

CE2.2 – Sharing of tacit
knowledge

CE2.2.1 – Informal activities of knowledge sharing
CE2.2.2 – Programs and rate of internal mobility and
working flexibility

Technological capital
CE3 – Technologies
of information and
explicit knowledge

CE3.1 – Internal systems
of communication and
control

CE3.1.1 – Existing internal communication channels
CE3.1.2 – Existing external communication channels
CE3.1.3 – Systems of auditing and internal control

CE3.2 – Protocols and
partnerships with other
organisms

CE3.2.1 – Existing technologies of information and
communication
CE3.2.2 – Information and communication technologies to
be applied or in development

CE3.3 – Quality
evaluation

CE3.3.1 – Certificates obtained
CE3.3.2 –Methodologies and results of internal evaluation
of products/services quality
CE3.3.3 – Results of external evaluation of products/
services quality

Source: Based on the Intellectus and InCaS models

Table VI.
Structural capital
indicators
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Comparing average IC disclosure in both annual reports and webpages we found the same
conclusion. According to the results shown in Table IX, the Wilcoxon test statistically
confirms a higher IC disclosure in annual reports than in webpages. The difference between
both is statistically significant ( p¼ 0.013). This result allows us to refuse the hypotheses of
the existence of higher IC disclosure in webpages than in annual reports regarding the
banks operating in Portugal.

Elements CR (3) Variables (8) Disclosure indicators (21)

Business capital
CR1 – Customer
relations

CR1.1 – Accessibility
and client support

CR1.1.1 – Number of branches/agencies and their location
CR1.1.2 – Online customer service channels
CR1.1.3 – Other communication and customer service
channels
CR1.1.4 – Products/services solutions for clients

CR1.2 – Group
relations

CR1.2.1 – Countries where group operates
CR1.2.2 –Products supplied by groups´ companies
CR1.2.3 – Strategic alliances of group

CR1.3 – Client
satisfaction

CR1.3.1 – Number of Clients
CR1.3.2 – Information regarding systems for handling
suggestions and complaints
CR1.3.3 – Client satisfaction measuring processes

CR2 – Relations with
investors

CR2.1 – Future
oriented information

CR 2.1.1 – Information about company’s growth
CR 2.1.2 – Information about future projects

CR2.2 – Importance of
the investor

CR2.2.1 – Information about investor support networks
CR2.2.2 – Information about relationship with investor

Society capital
CR3 – Relations with
other stakeholders

CR3.1 – Actions in
social and
environmental fields

CR3.1.1 – Identification of the organizations and the form of
relationship
CR3.1.2 – Social responsibility activities and human rights
protection
CR3.1.3 – Commitments regarding good environmental and
energetic practice

CR3.2 – Protocols and
partnerships with
other organisms

CR3.2.1 – Description of organisms with whom partnerships
are maintained
CR3.2.2 – Form of partnership developed or to be developed

CR3.3 – Other
stakeholders

CR3.3.1 – Identification of stakeholders
CR3.3.2 – Forms of communication and relationships

Source: Based on the Intellectus and InCaS models

Table VII.
Relational capital

indicators

Intellectual capital N Average Minimum Maximum SD

Annual reports 28 0.3693 0.1052 0.8016 0.2063
Webpages 28 0.2860 0.1528 0.6032 0.1192

Table VIII.
Extent of intellectual

capital disclosure

Intellectual capital N Average SDn Z

Annual reports 28 0.3698 0.2063 −2.482
Webpages 28 0.2860 0.1192 p¼ 0.013

Table IX.
Comparison of the
average disclosure

of intellectual capital
between annual

reports and webpages
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Some authors (Striukova et al., 2008; Guthrie et al., 2008; Branco et al., 2011) compared IC
disclosure in annual reports and in webpages in different organizations using the disclosure
index of the study of Petty and Guthrie (2000). The results of our study are consistent with
those obtained by Guthrie et al. (2008). The authors focussed on 19 Australian companies
from a single sector (Australian food and beverage industry) and concluded that there was a
greater IC disclosure in annual reports than in webpages, as well as large discrepancies
between organizations regarding disclosure practices. However, our results contradict those
found by Branco et al. (2011), and those revealed by Striukova et al. (2008).

Striukova et al. (2008) analyzed the disclosure practices of IC in 12 UK companies from
four different sectors. They concluded that there was a greater IC disclosure in companies’
webpages than in annual reports. Branco et al. (2011) analyzed IC disclosure in
24 Portuguese companies from traditional industries and knowledge-intensive sectors (media,
banks and technology) and found greater IC disclosure in webpages than in annual reports.

The analysis of the aggregate IC disclosure may not respond to the accuracy and
usefulness sought by studies on this subject, in particular to the requests of many
stakeholders. Therefore, we consider that there is a need to analyze separately the disclosing
of the IC components. To reach this objective, we drew up the H2 to assess whether the
disclosure of each of the IC components is higher in webpages than in annual reports.
Table X compares the average disclosure of IC components between annual reports and
websites. It was found that there was a higher disclosure of human capital in banks’ annual
reports than in their webpages, with a disclosure average of 0.2670 and 0.0612, respectively.
Wilcoxon test for paired data is statistically significant ( p¼ 0.000) rejecting the H2 with
regard to the human capital component, concluding that the disclosure of this component is
not higher in webpages than in annual reports. Moreover, this finding agrees with previous
studies conducted by Guthrie et al. (2008) and Branco et al. (2011), and contradicts the result
obtained by Striukova et al. (2008).

Structural capital has an average disclosure of 0.3512 in annual reports and 0.2187 in
webpages. This result also rejects the H2 concluding that the disclosure of the structural
capital component is not higher in webpages than in annual reports. It contradicts the result
obtained in the study of Branco et al. (2011) and confirms the results obtained by Guthrie
et al. (2008) and Striukova et al. (2008).

Regarding the relational capital, the average disclosure is higher in webpages (0.5782)
than in annual reports (0.4898). This difference is statistically significant ( p¼ 0.020)
supporting the H2 and confirming that the disclosure of relational capital is higher in
webpages than in annual reports. These findings are in line with those obtained by
Striukova et al. (2008) and Branco et al. (2011) in their studies. However, it contradicts the
results obtained by Guthrie et al. (2008). Table XI summarizes the results for the H2.

The results reveal that webpages are the preferred means for disclosing a more
customer/market-oriented information, emphasizing the relationships with customers and
investors, as well as with other stakeholders (relational capital). However, webpages are not
a relevant vehicle for disclosing operational resources, namely, technological and

Human capital Structural capital Relational capital
Annual reports Webpages Annual reports Webpages Annual reports Webpages

N 28 28 28 28 28 28
Average 0.2670 0.0612 0.3512 0.2187 0.4898 0.5782
SD 0.1906 0.0765 0.2194 0.1364 0.2727 0.2015
Z −4.107 −4.050 −2.335

p¼ 0.000 p¼ 0.000 p¼ 0.020

Table X.
Comparison of the
average disclosure of
the components of
intellectual capital
between annual
reports and webpages
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organizational (structural capital). Human capital is barely disclosed through webpages,
since it is generically identified as “taboo information”. The result presented in this
component’s disclosure in the internet may be explained by two generic reasons: the
vulnerability and easiness of manipulation associated with this means of disclosure and the
non-relevance of this information for the webpages’ main users (mainly customers).

There is evidence of a greater uniformity in the disclosure of IC components in the annual
reports and a greater concentration on the disclosure of relational capital in webpages, which
confirms a high heterogeneity in the quality and quantity of information disclosed regarding
each of the components of IC in the webpages. These results show that there is a strategy to
disclose in webpages’ information that is more specific and targeted to the main users of this
means (mainly customers and the general public), while considering that the annual reports
are more able to disclose information for a wider group of stakeholders, including
shareholders, investors, regulatory and supervisory bodies and researchers. The results
confirm those obtained by Gandía (2003) on the existence of a large heterogeneity in the
quantity (and quality) of the disclosure of intangibles in the internet. More recent studies
(Orens et al. (2009)) concluded on the economic benefits of a strategy that discloses IC in the
webpages, positively associated with the value of the companies analyzed.

It seems that the Portuguese banks prefer the use of annual reports as a channel for IC
disclosure, while webpages are seen as a complementary tool for disclosing it. This tendency
may be a trend justified not only by the strategic option to respond to requests from the
various stakeholders through the disclosure channels they prefer, but also by seeking to use
the appropriate means to ensure the legitimacy of the activity, in accordance with the
environment pressures in which banks operate.

Semi-structured interviews were conducted at the direction level of banks because IC
pertains to strategic domain. We used only banking direction (key informant) respondents
in order to reduce information and motivation bias effects associated with different
hierarchical levels (Hambrick, 1981).

Interviews allowed us to obtain a qualitative image of the organization in terms of IC
disclosure and its impact in banking competitiveness. Information collected using the pages
filled in by the interviewees is summarized in Tables XII and XIII.

According to the interviewees on the majority of the banks participating in the study there
are no periodic reports on IC, nor supplementary documents on IC; however, there is evidence
that bankingmanagers consider IC as a driver of competitiveness. Although the content analysis
of the interviews shows that banks do not use an IC measurement tool and do not report IC, we
are able to verify that the topic “intellectual capital” is widely known by the interviewees and

Intellectual capital components Hypothesis Statistical confirmation

Human capital H2: The disclosure of each of the components
of intellectual capital is higher in webpages
than in annual reports

Rejected
Structural capital Rejected
Relational capital Confirmed

Table XI.
Outcomes for H2

Sex Age Position No. of years in position

Male 18 o40 5 HR 11 o5 7
Female 7 41-50 10 Governance 5 6-20 17

51-60 8 Marketing 4 W20 1
W60 2

Note: N¼ 25

Table XII.
Data on the

interviewee and
the institution
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generally associated with the potential of value creation and also related to characteristics
involving people in the organization, like knowledge, competence and relationships. Regarding
the assumption that IC is a driver of competitiveness, all interviewees have recognized that IC is
the source of value creation and competitiveness in contemporary organizations. However,
67 per cent of banking managers do not consider that IC disclosure is relevant for being
competitive. Yet, given the sensitive nature of some IC attributes, 58 per cent of participants in
the study do not consider at all to disclose neither IC attributes (e.g. competencies, compensation
schemes, technological advances) nor relevant strategic information. Relational capital was
referred as the IC component most available to be disclosed.

The overall implications of our findings are that: there is a lack of specific evidence
regarding the usage of the IC measurement, management techniques and tools by
Portuguese banks; the disclosure practices for IC items are not consistent at all; banking
managers not yet assume IC disclosure practices as drivers of competitiveness in a sector
where trust, confidence and transparency are key factors of success.

6. Conclusions
This study aims to fill a research gap of limited works with respect to IC reporting in
Portugal. We examine both the extent of IC disclosure and the IC components disclosure
through constructing an IC disclosure index. It also explored the means chosen by banks to
disclose IC information. Annual reports and webpages were found to be the primary means
to IC disclosure. Along with the official and audited disclosure included in the annual
reports, banks also give importance to an informal disclosure through the internet, namely
in what concerns relational capital.

Supported on the Intellectus model and the InCaS model (Mertins et al., 2006) we built an
index of IC disclosure to banking sector in Portugal to analyze the extent of IC disclosure in
Portuguese banks and the level of exposure of each of its components – human capital,
structural capital and relational capital. The study shows a higher average IC disclosure in
annual reports (0.37) than in webpages (0.29). The reporting is not uniform and no evidence of a
well-definedmeasurement basis was found in the annual reports.With regard to the components
of IC, the disclosure of human capital and structural capital is higher in annual reports than in
webpages and, conversely, the disclosure of relational capital is higher in the webpages. There is
evidence of the disclosure of a single component (relational capital) in webpages, while the
disclosure of all IC components is more homogeneous in the annual reports.

Our findings are similar to those of prior studies on the subject (Bontis, 2003; Kamath,
2007; Joshi and Ubha, 2009) where very low level of IC disclosure was registered.
IC disclosure has not yet received any priority from the top management of Portuguese banks
and a higher level of voluntary IC disclosure is not seen as a driver of competitiveness.

Does your bank use any tool of
IC measurement and reporting?

In general, very low-level of IC disclosures is recognized. There are no
official periodic reports on IC. Not many managers recognize the need and
significance of measuring and reporting IC

Do you consider IC as a driver
of banking competitiveness?

The majority recognizes that IC has come to play an important role in the
process of value creation of organizations and a source of competitive
advantage

Is IC disclosure relevant to
banking competitiveness?

33% of participants consider that it is crucial to take a leadership role in
measuring and voluntary disclosing the IC of their banks because this
would set an example for other banks to follow the road

Is your bank available to
disclose strategic information?

Few banking managers are able to identify initiatives within their bank
that are designed to disclosing strategic information

Which IC components are more
available to be disclosed?

The relational aspects were most frequently highlighted
Table XIII.
Resume of the
interviews’ results
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Several factors can help to explain this situation. First, there is no established and generally
accepted model for IC reporting around the world (Abeysekera, 2006). Second, although banks
may benefit from the disclosure of IC to the market there is also the risk of such information
being used by their competitors. Third, some attributes of IC are sources of competitive
advantage and once disclosed may be replicated. Thus, for protecting business confidentiality,
banks do not want report information of sensitive nature.

6.1 Theoretical and practical implications
More broadly, the findings of this work have theoretical, practical and societal implications.
From a theoretical standpoint, it provides insights on IC disclosure in the banking sector
and captures top managements’ observation on such disclosure, thereby extending our
current understanding of the IC research phenomenon in the specific context of the financial
sector. From a practical point of view, the study may be of relevance to regulators and other
standard setting bodies in developing mandatory reporting or additional policy
requirements. Intangibles reporting needs a strong conceptual framework to improve the
comparability, reliability and usefulness of intangibles information to users. In this sense, a
policy intervention is needed to assist banks in their IC management. They are: create a
framework of corporate values and intellectual assets and communicate these values;
promote corporate management and monitoring of intangible assets; and elaborate
guidelines and indicators and encourage disclosure based on the guidelines. From a societal
standpoint, the study opens up the prospect of further research in the area of IC disclosure
and the benefits of reducing the information gap between informed and uninformed users,
helping to ameliorate information asymmetry and litigation risks.

There is much scope for extending the present work. Consistent with previous research,
the current level of IC disclosure by Portuguese banks is not high; however, increased
appreciation of the levels of IC disclosure may encourage greater debate over this topic in
Portuguese organizations. Disclosure should be viewed as a tool to improve the internal
decision-making of organizations. The IC disclosure index can be employed by other
researchers in other organizations which can facilitate comparative research. Future research
can expand to other sectors (e.g. manufacturing, technological, services, etc.) to enable a more
comprehensive understanding of IC disclosure in Portugal. A longitudinal study could be
conducted for capturing the trend of reporting practices during the period. Further research
could apply research methods other than content analysis (e.g. questionnaire survey,
interviews or mixed-methods) in order to obtain a more in-depth view of how the Portuguese
organizations manage, measure and report their IC. Owing to the lack of generally accepted
framework for IC reporting, further works need to be done to develop an IC disclosure
model applicable to banking institutions. Finally, more research is needed that will help to
understand in which measure IC disclosure contributes to leverage competitiveness in
banking sector.
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