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ABSTRACT

Intangible assets disclosure, even with recent obligation, has brought benefits to companies’
value and financial performance assistance. This study aims at analyzing the relationship
between financial performance, intangible assets disclosure and value creation within
Brazilian and Chilean information technology companies. In order to carry out the survey a
descriptive analysis through both documentary research and quantitative approach was
used. Descriptive statistics analysis, t-test and Pearson’s correlation helped confirm that
Chilean companies disclose more intangible assets and make greater value through reaching
good results in financial performance. Thus, the higher the financial performance, the greater
the value creation, and the greater the intangible assets disclosure within Chilean
information technology companies.
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1 INTRODUCTION

Financial accounting aims at providing data for external users, such as investors,
creditors and government agencies in need of information for decision making (Jiambalvo,
2002). Users dependent on accounting data to guide their performance information and
decisions find benefits in managerial information accounting (Horngren, 1985).

Accounting plays an important role in providing information for company’s financial
performance analysis. Indicator analysis assists in both financial planning and organizational
performance monitoring (Groppelli & Nikbakht2002).

The analysis of economic and financial indicators requires interpretation aiming at
monitoring company’s financial performance. In order to achieve that, financial statements
are used as source for calculating indicators. Thus, financial performance measures are
considered very important management tools (Gitman, 2010).

Solomon and Pringle (1981) emphasize that the analysis of the financial
performance within an organization requires comparison standards. These help the
company find its evolution in more than a period, because knowing the indicators of only one
period is not enough for assessing a company’s financial situation. Besides analyzing
evolution in more than one period, Groppelli and Nikbakht (2002) add that financial
performance analysis help compare a company’s financial situation with that of its
competitors.

Both globalization and information technology advancement have intensified
competition between companies and made them differ from their competitors. Several
authors have stated that wealth creation in business is related to intangible assets. They also
argue that intangible assets are responsible for better financial performance and value
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creation. Thus, companies possessing more intangible assets tend to create more value for
their shareholders (Perez & Fama, 2006).

Financial performance can be defined "in terms of maximizing the owners’ wealth"
(Borba, 2005, p. 39). Assaf Neto (2010) asserts that organizations are focused on value
creation in order to maximize their owners’ wealth. Burksaitiene (2009) explains that
Economic Value Added (EVA®) is a value creation measure. Tsai, Lu and Yen (2012) add that,
due to its purpose regarding value creation, intangible assets evaluation has received more
attention.

In this context, the purpose of this study is to answer the following question: what is
the relationship between financial performance with both intangible assets disclosure and
value creation in Brazilian and Chilean information technology companies? In order to
answer this question, the objective of the study is to analyze the relationship between
financial performance with intangible assets disclosure and value creation in Brazilian and
Chilean information technology companies. In order to achieve such a goal, data from 2008
to 2012 were used. According to Assaf Neto (2012), it is important to perform a temporal
comparison because this allows one to track the company's performance, which usually
occurs in a three to five years period.

The choice of Brazilian and Chilean information technology companies was due to
the fact that both nations are developing countries. Aravena, Cavada and Mulder (2012)
argue that investment in information technology is growing at a similar level in Brazil and
Chile.

Some studies dealing with information technology companies were reviewed. For
example, Brito and Ferreira (2008) have studied variability structure of financial
performance within Brazil’s information technology companies and have found out the role
that of size and productivity play on performance. Lima and Carmona (2011) have suggested
that the value of intangible assets within information and communication technology
companies is made up of human capital, knowledge management, structural capital and
organizational environment. Vicenti, Staroski and Toledo (2012), considering the
information technology companies listed by BM & Fbovespa, have shown innovation level in
organizational products, services, processes and marketing.

With regard to Brazilian and Chilean companies, Rogers, Mendes-da-Silva and Paula
(2005) have discussed people’s perception that productive diversity has negative impacts on
Latin American companies’ value. They have also concentrated on whether there is a
relationship between productive diversification and value in Brazilian companies. Marcon,
Grzebieluckas, Flag-De-Mello and Muller (2007) have investigated whether capital structure
and financial performance differ among Brazilian, Argentine, and Chilean companies.

This research analyzed Brazilian and Chilean companies, using economic and
financial data for the period from 2008 to 2012. The decision about the five years of the
study derived from the research conducted by Bastos, Nakamura and Basso (2009). They
have found the determinants of capital structure in Mexican, Brazilian, Argentine, Chilean
and Peruvian companies, from 2001 to 2006. Bastos and Nakamura (2009) also have found
in Brazilian, Mexican and Chilean companies the determinants of capital structure in the
period 2001-2006. In their research, Costa and Garcias (2009) have analyzed market
concentration and performance of Brazilian pulp and paper industries, between the years
2003 and 2007.

This research also seeks refuge within a research by Perez and Fama (2006), whose
results can be used for both decision-making and financial performance monitoring in
Brazilian and Chilean information technology companies. Besides, with emphasis on
knowledge-based economy, intangible assets evaluation has become a topic of widespread
interest, aiming at companies’ value creation (Tsai, Lu & Yen, 2012).
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2 THEORETICAL FRAMEWORK

This section discusses the study’s theoretical support. It first addresses the topic of
corporate financial performance and, then, covers the relevance of intangible assets and
Economic Value Added (EVA).

2.1 Corporate Financial Performance

According to Cochran and Wood (1984), the definition of corporate financial
performance is not debated in literature. Such a lack of discussion has caused disagreement
on how to measure the phenomenon. Business performance is the kind of information
toward which accounting institutions must show responsibility (Gasparetto, 2004).

However, one believes that corporate financial performance is divided into two
general categories: the first one regards the return to the investor; the second one refers to
accounting return (profit) (Cochran & Wood, 1984). McGuire, Sundgren and Schneeweis
(1988) argue that corporate financial performance uses both financial variables and capital
market measures.

Another way to measure companies’ financial performance was employed by
Waddock and Graves (1997) and Mahoney and Roberts (2004), who used return on assets
(ROA) and return on equity (ROE) rates.

Orlitzky, Schmidt, and Rynes (2003) have reviewed literature and found out that
corporate financial performance is represented by three ways: the first one deals with
market measures reflecting shareholders’ level of satisfaction; the second one depicts the
level of business efficiency through accounting measures; the third one refers to surveys
with estimated financial performance.

Based on a bibliometrical study, Bonaventura, Silva and Bandeira-De-Mello (2012)
indicated that, in the years 1996-2010, the most commonly used variables to represent the
financial performance were ROA, ROE, sales growth, ROS (Return on Sales), contribution
margin, Tobin's Q, market share, firm’s risk, ROCE (Return on Capital), operating income,
cash flow, share earnings.

Callan and Thomas (2009) conducted a study in USA in order to identify and test
measures regarding both financial and social performance, willing to examine the
relationship most commonly hypothetical between the two phenomena. Some of the results
highlighted that a company’s profitability measured by ROS is affected to a lesser extent by
socially responsible activities for companies in the wholesale and retail markets than for
companies in other sectors. Additional findings indicated that the measures of financial
performance, such as ROA and ROS, tend to generate very consistent results. However, ROE
seems to be more suitable for long-term analysis.

Moneva and Ortas (2010) conducted their work within European companies in
order to equip literature with more debate on the relationship between the degree of
environmental performance and corporate financial performance. The return of financial
indicators was used on assets (ROA). Profit margin and return on equity (ROE) are relative
values. Cash flow and operating profit result in positive relationship between environmental
and financial performance.

In turn, Surroca, Tribo and Waddock (2010) analyzed the effects of intangible assets
of a company on mediating the relationship between corporate responsibility and financial
performance in 28 countries. For the analysis of the study various variables were used:
financial performance and corporate responsibility to measure corporate performance;
innovation, human capital, reputation and culture to assess intangible assets; physical
resources, influence, financial resources, control, size and risk to evaluate tangible assets.
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The results indicated that there is no direct relationship between corporate
responsibility and performance in only indirect financial relationship, which depends on the
mediating effect of the company’s intangible assets (Surroca et al., 2010).

Thus, it seems that current researchers continue to use the definition of financial
performance with indicators relating company's efficiency, shareholders’ satisfaction and
estimates of financial performance.

As companies’ goal to bring greater wealth to their owners was widespread early,
the corporate financial performance, as Borba (2005) believes, is easily defined by measures
such as profitability, market value, and return to shareholders.

From Assaf Neto’'s (2003) perspective, the analysis of company’s financial
performance is made possible by indexes and financial indicators when considering financial
statements as sources of data and information, which bring historical performance reports
and projections for the future, as well. Performance indicators, in turn, can show companies’
strengths and weaknesses, thus, enabling corrective and proactive actions in certain
decisions (Trentin, 2009).

Barney (1991) believes that one of the attributes leading to companies’ competitive
advantage refers to intangible assets, represented by innovation, human resources,
reputation, organizational culture, among other intangible attributes.

Thus, in order to relate a company’s value creation to financial performance and
intangible assets disclosure, one believes that a mediating effect is effective for result
achievement.

2.2 Intangible assets

Intangible is an asset without physical substance (CPC 04 (R1), 2010). In general,
intangible assets are like any other asset. They generate future economic benefits under the
control of an entity (ludicibus, Martins, Gelbck & Santos, 2010). Hendriksen and Van Breda
(1999, p. 388) define intangible assets as "the assets that cannot be touched because they
have no body”.

Intangible assets are seen as the company’s dynamic capacity, created by knowledge,
organizational structure, innovative capacity, brand, research and development, and market
share (Tsai et al., 2012). Intangible assets should be recognized when the generation of
future economic benefits is probable, and when it is possible to measure the cost of the asset
in a reliable way (CPC 04 (R1), 2010)

One can include, as future economic benefits generated by intangible assets, incomes
from sale of products or services, cost savings or other benefits resulting from the use of the
asset by the company. For example, the use of intellectual capital in production process can
reduce future production costs rather than increase future revenues (CPC 04 (R1), 2010).

Intangible assets are gaining space. In some cases, they exceed the value of the
tangible ones. For example, the brand of a company may be worth much more than its assets
(Teixeira, Petri & Marques, 2012). Companies seek ways to value creation, which aim at the
best interaction between tangible and intangible assets (Perez & Fama, 2006).

Intangible assets importance has become evident due to the great appreciation of
companies with intensive use of assets. Tangible assets are easily acquired, since the
company possesses financial position to do so. However, intangible assets are unique and
owned by a single company. This makes it an important differentiating factor, contributing to
the achievement of competitive advantage (Kayo, Kimura, a Martin & Nakamura, 2006).

From Lev’'s (2001) point of view, intangible assets are sources of value without
physical substance. They are generated by innovation, unique organizational projects and
practices of human resources. Tangible and intangible assets often interact to create value
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and economic growth for the company. A company’s market value is explained by the set of
its tangible and intangible assets (Teixeira et al., 2012).

Globalization, information technology advancement, and facilities created by e-
commerce have intensified competition among companies, helping them differentiate
themselves from their competitors. Thus, intangible assets may allow differentiation
between business and achievement of competitive advantage (Perez & Fama, 2006).

According to Ciprian, Valentin, Madalina and Lucia (2012), the value of a company is
largely determined by their intangible assets. Intellectual capital is considered the key factor
of competitiveness, existing from the moment a seller sets a good relationship with a
customer. For Niculita, Stern and Caloian (2012), knowledge is nothing but a form of social
capital. It is social because it involves a process performed by people in social environment.
And it is capital because performance can generate financial value. The ability to innovate
should be treated as worthy of value.

Axtle-Ortiz (2012) argues that intangible assets generate economic value to
businesses, suggesting that the only way to manage these assets is both knowing its
composition and recognizing its value within the entity.

2.3 Economic value added (EVA®)

It was based on the concept of economic profit, approached by economist Alfred
Marshall, in 1890, that Stern Stewart & Co developed EVA. It was first used in the 1990s
(Burksaitiene, 2009)

Economic Value Added (EVA) is based on the concept of economic profit or residual
income, as it is also known. It is understood that a company creates wealth only when it
supplies both operating and capital costs. Supplying them makes it possible for a company to
conduct its performance (Young & O'Byrne, 2002).

Assaf Neto, Araljo and Fregonesi (2006) add that EVA is a performance measure,
which helps the company with its decision-making processes. EVA can be considered a
variable for measuring economic return (Fatemi, Desai & Katz, 2003). According to Gitman
(2006), EVA is the measure the organizations use to indicate whether an investment is
contributing positively to shareholder’s wealth, or not.

According to Assaf Neto (2010), company’s decisions related to financing area are
focused on both value creation and shareholder’s wealth increase. A company focused on
value creation becomes more attractive to all stakeholders (Sobue & Pepper, 2012). EVA
allows not only aligning the interests of shareholders and executives but also those of people
who occupy lower positions. EVA help managers focus on value creation, whether in
everyday decisions or in investment decisions (Perez, 2000).

The ultimate goal of business is to maximize value, that is, to increase shareholders’
economic value (Assaf Neto et al,, 2006). Thus, EVA is used to evaluate companies. Through
EVA one can check value creation and evaluate it, as well (Burksaitiene, 2009). Lovata and
Costigan (2002) add that, when value of EVA is positive, this means that the company is
creating value. Otherwise, this indicates that the company’s investments do not cover their
cost of capital.

According to Araujo and Assaf Neto (2003), EVA is the result of the company that
exceeds the minimum compensation required by capital owners. EVA is considered a
structure for management system dedicated to value analysis. This can contribute to
decision-making process. Due to its simplicity and ability to help managers develop
strategies toward value creation, EVA has been very attractive.

EVA is used to calculate wealth generated by a company in a given period of time
and to check the profitability of the capital applied (Muller & Telo, 2003). Santos and
Watanabe (2005) argue that EVA is a quantitative measure determining the value created or
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destroyed by a company in a given period. Lovata and Costigan (2002) believe that
companies using EVA have a higher percentage of institutional ownership.

Cunha and Frezatti (2004) praise EVA as a long-term financial indicator, which,
together with other value indicators, seek to maximize the value of a company. Shareholders’
view of wealth creation is the result of events such as: globalization, information technology
advancement, greater liquidity in bond market, improvement in capital market regulation,
change in younger generation’s attitudes toward saving and investing, among others (Young
& O'Byrne, 2002).

A study on the relationship between information technology and competitive
advantage was carried out by Vargas, Hernandez and Bruque (2003). They found that the
factors explaining competitive advantage are both competitive intensity and company’s
ownership structure. Oliveira and Beuren (2003) found the accounting treatment that is
given to intellectual capital, focusing on management in companies with market value higher
than accounting value. They noted that the sampled companies did not use any accounting
treatment structured to highlight intellectual capital. They had other tools to assist in
management, as Evaluation System of Activity Plan (SAPA, in Portuguese), Management
Information System (SIG, in Portuguese) and Economic Value Added, or EVA.

Kayo, Kimura and Basso (2005) have examined the participation of each intangible
asset in generating economic results. They think 54.90% of value, generated by intangible
assets, comes from relationship assets. Within this scenario, the brand corresponds to
87.50% of the value generated.

The relationship between information technology and financial performance, within
companies, was examined by Shin (2006), who concludes that information technology
improves company’s financial performance.

Kayo et al. (2006) developed a theoretical study wishing to analyze strategies
adopted by companies in relation to intangible assets, considering the product’s life cycle
and value creation process. Based on the analysis conducted, the authors found that different
intangible assets may affect the company’s value, depending on the product’s life cycle.

Lin’s (2007) study showed that information technology in banking companies can
create value and competitive advantage. Lin indicates that both information technology
capacity and human capital contribute to value creation. Radhakrishnan, Zu and Grover
(2008) analyzed the relationship between information technology and business value and
showed that information technology can improve financial measures and create competitive
advantage.ui

A control instrument equipped with performance indicators was developed by
Fischmann and Zilber (2009). They aimed at providing organization assessment, highlighting
the proposals of both EVA and Balanced Scorecard. Fernandes (2012) adds that technology
and knowledge are key factors in economic growth.

3 METHODOLOGY

Characterized as descriptive, this study was carried out by means of documentary
research with quantitative approach to problem resolution. Its descriptive characteristics
come from the fact that the study aims at investigating the relationship between financial
performance, intangible assets and value creation of the companies surveyed. From
Vergara’s (2000, p. 47) point of view, "descriptive research exposes the characteristics of
certain population or a certain phenomenon”.

The procedure used was provided by documentary research, as described by
Marconi and Lakatos (2010). The approach is quantitative due to the use of statistical tools
in phases such as data collection, processing, and analysis, in accordance with Richardson’s
(1999) proposal.
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The survey sample includes Information Technology companies in Brazil and Chile,
indexed on Thomson base. Nine companies were identified, five Brazilian and four Chilean, in
the years 2008 to 2012. The values were dealt with in real currency, converted by the

database.

The data used in the statistical analysis were extracted from Thomson base. They
were considered the same data used in the studies mentioned in section 2.4. The variables

are shown in Figure 1.

Figure 1 — Variables Used in Study

Data Variable Proxy Authors
Intangible Intangible Assets ?;52020)61 etal, (2010) e Tsai etal,
Dependent EVA EVA = (ROl — WACC) * | Lovata e Costigan (2002) e Assaf
Investment Neto (2010).
Callan e Thomas (2009), Moneva
e Ortas (2010), Berman, Wicks,
ROA Return on Assets Kotha e(Jones)(1999) eChoie
Wang (2009).
Callan e Thomas (2009), Moneva
e Ortas (2010),
ROE Return on Equity Preston e O'Bannon (1997) e
Agle, Mitchell, e Sonnenfeld
(1999).
In\(/llaeﬁgg?eesnt Onusic, Casa Nova e Almeida
measuring Sales Growth Sales Growth — 1 year (2007) e Mahoney, Lagore e
financial Scazzero(2008)
performance ROS Retur_’n on Sales = Net Waddock e Graves (1997) e
Earnings / Sales Callan e Thomas(2009).
ROCE Retgrn on Invested Callan e Thomas (2009) e Giréo,
Capital Machado e Callado (2013).
LOB Operating Profit = Siqueira, Rosa e Oliveira (2003) e
Gross Revenue— CMV | Moneva e Ortas (2010).
Cash Flow _Operating, financial, Pace, Basso e Silva (2003) e
investment Moneva e Ortas (2010).
. . Pace et al., (2003) e Rostagno,
Share Earnings | Net Earnings / Share Soares e Soares (2006).

Source: Research Data.

For data analysis, descriptive statistics was first performed in order to describe

research data. Later on, independent t-test was applied, which, according to Field (2009), is
an effective technique when a categorizing variable is used as an explanatory variable. In the
study, this technique was used to examine the effect of financial performance upon both
value creation and intangible assets disclosure. It aimed at identifying whether Brazilian
companies have greater or lesser financial performance regarding intangible assets and
value creation than Chilean companies.

Pearson’s correlation was applied to verify financial performance, value creation
and intangible assets. It was also verified whether information technology companies with
greater financial performance have more value creation and intangible assets disclosure, and
whether they are Brazilian or Chilean.
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4 DESCRIPTION AND ANALYSIS

This section deals with description and analysis of research results. Initially, it
shows descriptive analysis. The following step is the analysis of independent sample test.
Soon after, Pearson’s correlation is analyzed. Table 1 shows the descriptive analysis of data
previously introduced in Figure 1, with descriptive statistics of variables.

Tabela 1 — Descriptive Statistics of Variables

Companies Variable Minimum | Maximum Average Star}df%rd
Deviation
Intangible 2,920 613,500 177,338 216,292
EVA -466,980 2.086,537 109,818 519,988
ROA -14,690 16,820 5,199 7,811
ROE -23,920 133,760 15,584 30,443
. Sales Growth -17,690 54,380 9,681 16,520
Brazilian 205 20,375 0,163 0,020 0115
ROCE -10,180 24,970 8,141 8,430
Operating Profit -1.162,440 419,110 -376,843 575,589
Cash Flow -168,950 871,680 127,135 183,687
Share Earnins 0,000 0,050 0,013 0,017
Intangible 0,000 1.013,880 186,753 308,745
EVA -1.659,840 263,220 -109,297 494,317
ROA -2,630 20,890 5,680 5,494
ROE -12,480 23,410 6,211 8,331
Chilean Sales Growth -16,570 59,370 9,083 19,063
ROS -0,121 0,140 0,048 0,065
ROCE -2,980 24,460 6,843 6,602
Operating Profit -1.963,900 29,940 -597,491 581,425
Cash Flow -509,900 942,080 212,497 354,086
Share Earnings 0,120 2,010 0,895 0,588

Source: Research Data.

According to data presented in Table 1, which highlighted the descriptive statistics
of the variables, it appears that, within information technology companies, the maximum and
average values of the observed variables were balanced for the two countries.

At first glance, companies in Chile have a higher value of intangible assets for the five
years analyzed. As for value creation variable (EVA), Brazilian companies showed better
results when compared to companies from Chile, both as average maximum value. As for
intangible assets, the results are consistent with both Barney’s (1991) and Axtle-Ortiz’s
(2012) considerations. Barney believes that intangible assets contribute to competitive
advantage; for Axtle-Ortiz (2012) intangible assets generate economic value to business.
Regarding value creation (EVA), the result contributes to Burksaitiene’s (2009) statement
that, through EVA, one can check the value that is being generated by the company. Thus, it is
assumed that there is relationship between financial performance, intangible assets
disclosure and value creation.

However, to validate these findings, independent t-test was applied aiming at
verifying whether the financial performance rates impact intangible assets disclosure and
values creation, as Table 2, named Independent Sample Tests, shows:
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Table 2 — Independent Sample Tests

' : : F Significant
Levene’s Test for Variance Equali
quality 35164 0,0685
T-Test for Average Equality
Test Differe| Significant (2

nt ends)

Assumed Equal Variances 0,113 38 0,910

Intangible Non-Assm_Jmed Equal 0,104 22,329 0918
Variances

Assumed Equal Variances -1,314 38 0,197

EVA Non-ASSl_Jmed Equal -1,331 30,833 0,193
Variances

Assumed Equal Variances 0,209 38 0,835

ROA Non-Assm_Jmed Equal 0,228 36,895 0821
Variances

Assumed Equal Variances -1,161 38 0,253

ROE Non-ASSl_Jmed Equal -1,451 29575 0,157
Variances

Assumed Equal Variances -0,105 38 0,917

Growth Non-ASSl_Jmed Equal -0,101 26,340 0,920
Variances

Assumed Equal Variances 0,863 38 0,393

ROS Non-Assm_Jmed Equal 0,986 37933 0,331
Variances

Assumed Equal Variances -0,509 38 0,614

ROCE Non-ASSl_Jmed Equal -0,541 35,161 0,592
Variances

Operating Assumed Equal Variances -1,169 38 0,250

Profit Non-ASSl_Jmed Equal -1,166 29,379 0,253
Variances

Assumed Equal Variances 1,006 38 0,321

Cash Flow Non-Assm_Jmed Equal 0,866 18,603 0,397
Variances

Earni Assumed Equal Variances 7,552 38 0,000

arning per Non-Assumed Equal

Share : q 5,801 36,895 0,000

Variances

Source: Research Data.

Table 2 includes independent sample tests. It shows both Levene's Test and T-Test.
It contains two lines, both bringing assumed and non-assumed equal variances. It also shows
the values that result from T-Test. What Levene's test does is to test the hypothesis whether
the variances in the two groups are the same, or not. Therefore, if the test is significant, one
accepts variances are significantly different and, then, one should use data of equal variances
not assumed. However, if Levene's test does not show significance, this means that variances
are practically equal. One, then, should use the data of the assumed equal variances (Field,
2009).

As shown in Table 2, Levene's test was not significant at level of 5%. That is, the
variances are substantially equal. Thus, T-test was not significant either. This shows that
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there is no difference in financial performance for value creation and intangible assets in
both Brazilian and Chilean information technology companies.

Table 3 shows Pearson’s correlation. This refers to the relationship between the
variables measuring Brazilian companies’ financial performance, value creation and
intangible assets. One observes that the correlation does not necessarily suggest a cause and
effect relationship, but an association between the variables.

Table 3 - Pearson’s Correlation — Brazilian Companies

w =

: z w |2 & |Z

5] < S 8 2 3 S FE | T |4

z [ @ x 8 x & o z EE

= o o & < I

Z @] S) n

INTANGIBLE Correlation 1 } } } } } } } -
EVA

Significant - - - - - - - - -

Correlation | 0,627 1 - - - - - - -

Significant. 0,001 - - - - - - - -

ROA Correlation | 0,601~ | 0,396 1 - - - - - -

Significant 0,001 | 0,050 - - - - - - -

ROE Correlation -0,006 | 0,148 | -0,252 1 - - - - -

Significant 0976 | 0481| 0,223 - - - - - -

GROWTH Correlation | 0,564~ | 0,393 | 0,542" 0,179 1 - - - -

Significant. 0,003 | 0,052| 0,005 0,392 - - - - -

ROS Correlation | 0,543 | 0,307 | 0,921 -0,440* 0,476 1 - - -

Significant 0,005| 0,136 | 0,000 0,028 0,016 - - - -

ROCE Correlation 0,480* | 0,380 | 0,899 0,130 | 0,580*| 0,707* 1 - -

Significant 0,015| 0,061| 0,000 0,537 0,002 0,000 - - -

OP.PROFIT Correlation 0,619~ | 0432*| 0,124 0,210 0,188 0,076 0,077 1 -

Significant 0,001| 0,031| 0,555 0,313 0,368 0,718 0,714 - -

CASHFLOW  Correlation | 0,626 | 0,089 | 0,408 -0,060 | 0,689 0,338 0,344 0,202 -

Significant 0,001| 0673| 0,043 0,776 0,000 0,098 0,093 0,333 - -

SHAREEARN Correlationt -404* | -0,361| 0,010 -0,229 -0,128 0,073 -0,019 | -0,715" -,257 1

Significant 0,045/ 0,076 0,961 0,271 0,541 0,730 0,929 0,000 216 -

** Correlation is significant at level of 0,01 (2 ends).* Correlation is significant at level of 0,05 (2
ends).Source: Research Data.

According to the findings in Table 3, named Pearson’s correlation, a significant
relationship was found between the variables supporting the idea that a company’s better
financial performance interferes with both intangible assets disclosure and value creation.
Thus, variables showing significance of 1% (2 ends) for the correlation were EVA, ROA, sales
growth, ROS, operating profit and cash flow. The variables ROE, ROCE and share earnings
were not statistically significant (2 ends) to intangible variable in Pearson’s correlation. The
same is true to all variables analyzed, which has no effect on value creation.

It is observed also in Table 3 that variables EVA (63%), ROA (60%), sales growth
(56%), ROS (54%), operating profit (62%) and cash flow (63 %) have a positive correlation
with the intangible, with significance at level of 0.01. That is, the higher EVA, ROA, sales
growth, ROS, operating profit and cash flow are the greater the intangible assets disclosure
is.

The findings can be considered similar to the results obtained by Surroca et al.,
(2010), indicating there is no direct relationship between financial performance and
intangible assets disclosure. However, this seems to depend on the mediating effect of value
creation.

Unlike the results obtained by Silva, Rodrigues and Duefas (2012) indicating that
the larger the company is in terms of financial performance, the more disclosure of
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intangible assets it will have. Thus, the mediating effect of Surroca et al. (2010) will not be
needed.

Table 4 shows Pearson’s correlation in Chilean Information Technology companies.

Table 4 — Pearson’s Correlation — Chilean Companies
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INTANGIVEL Significant 1 - - - - - - - - -
Correlation - - - - - - - - - -

EVA Significant 0,297 1 - - - - - - - -
Correlation 0,282 - - - - - - - - -

ROA Significant. 0,309 0,488 1 - - - - - - -
Correlation 0,263 0,065 - - - - - - - -

ROE Significant. 0,404 | 0,736 | 0,946 1 - - - - - -
Correlation 0,136 0,002 0,000 - - - - - - -

GROWTH Significant 0,434 0,185 0,166 0,203 1 - - - - -
Correlation 0,106 0,508 0,554 0,468 - - - - - -

ROS Significant 0,205 0,830*| 0,794™| 0,908*| 0,016 1 - - - -
Correlation 0,464 0,000 0,000 0,000 | 0,954 - - - - -

ROCE Significant 0,381 0490 | 0,996~ | 0,949~| 0,205 0,776* 1 - - -
Correlation 0,161 0,064 0,000 0,000 | 0463| 0,001 - - - -

OP.PROFIT  Significant -0,574 -0,350 | -0,849*| -0,791*| -0,337 | -0,545*| -0,874* 1 - -
Correlation 0,025 0,200 0,000 0,000 | 0,220| 0,036 0,000 - - -

CASHFLOW  Significant 0,554* 0,117 -0,240 -0,110 | -0,037 | -0,101| -0,202| 0,068 1 -
Correlation 0,032 0,677 0,388 0,696 | 0896| 0,721 0470| 0811 - -

SHAREEARN  Significant 0,735™ 0,038 0,050 0,112 | 0,367 | -0,071 0,113| -0,117 | 0,483 1
Correlation 0,002 0,893 0,861 0,690 | 0,179| 0,803 0,687 | 0,678 | 0,068 -

** Correlation is significant at level of 0,01 (2 ends). * Correlation is significant at level of 0,05 (2 ends).
Source: Research Data.

The findings in Table 4, entitled Pearson’s Correlation, depict a significant
relationship between the variables supporting the idea that a better financial performance of
the company interferes with intangible assets disclosure and value creation. Thus, the
variables showing significance of 1% (2 ends) for the correlation were ROE, ROS and share
earnings in both assets disclosure and value creation.

The variables ROA, growth, ROCE, operating profit and cash flow were not
statistically significant (2 ends) to intangible variables and value, regarding Pearson’s
correlation.

It is observable also, in Table 4, that the variables ROE (74%), ROS (83%) and share
earnings (74%) show positive correlation with intangible and value creation, with
significance at level 0,01. That is, the higher the variables ROE, ROS and share earnings, the
greater the intangible assets disclosure and value creation within Chilean information
technology companies are.

The findings can be considered similar to the results obtained by Silva et al. (2012),
in which the larger the company is, the more intangible assets disclosure it will have. As for
value creation, Cunha and Frezatti (2004) state that, in conjunction with other financial
indicators, intangible assets seek to maximize the company’s value.

These results show differences in relation to the assumptions defended by Surroca
et al. (2010). This is due to the fact that there is no mediating effect between intangible
assets disclosure and financial performance, as in the case of Brazilian Information
Technology companies.
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Given the findings, it is seen that, in order to disclose intangible assets, Brazilian
information technology companies are in need of both value creation and financial
performance. Within Chilean companies, only financial performance affects intangible assets
disclosure and value creation.

5 CONCLUDING REMARKS

This study aimed at, specifically, analyzing the relationship between financial
performance with intangible assets disclosure and value creation within Brazilian and
Chilean information technology companies. To achieve the proposed goal a descriptive
research with quantitative approach by means of documental analysis was carried out. The
research had as sample Brazilian and Chilean Information Technology companies, indexed
on Thomson® base. These were five Brazilian and four Chilean companies, totaling nine, for
the period 2008 to 2012. One worked with the values in real currency, converted by the
database.

The analysis of the results used statistical tests, as follows: (i) descriptive statistics
for research data description; (ii) independent t-test to see which country showed the best
relationship between financial performance, value creation and intangible assets; and (iii)
Pearson’s correlation.

The first results obtained with the use of descriptive statistics provided evidence
that there is an average result within the companies for both countries. The findings
presented by independent t-test confirmed these results. However, the findings showed by
Pearson’s correlation depicted financial performance keeping association with intangible
assets disclosure.

Finally, Pearson's correlation within Chilean companies mostly depicted the
relationship. Thus, the financial performance of Chilean information technology companies
interfered with both value creation and intangible assets disclosure.

From the results obtained in this study one may conclude that Chilean companies
showed greater impact on both intangible assets disclosure and value creation, through
financial performance within the companies surveyed. However, in order to deal with
intangible assets disclosure, Brazilian information technology companies need value creation
and financial performance.

For further studies additional analysis of a longer period is recommended, with
extended sample of companies and other variables, which will project a wider view of the
results.
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