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Intangible assets and the workplace

Research shows that over the last 30 years there has been a dramatic shift
in most industry sectors in the drivers of corporate value. From a position
in the 1970’s and 80’s where tangible assets drove a company’s value,
today most experts believe that intangible assets account for
approximately 70% of that value.

Intangible assets are usually defined as Human Capital, Relationship
Capital and Brand Capital. Since they are intangible they can be difficult to
measure and to systematically build. Nonetheless, the development of
intangibles is an increasing focus in boardrooms around the world.

The Strategy Link

It is reasonable to believe that the workplace, where employees carry out
their daily work, can have an impact on things like job satisfaction,
motivation, productivity as well as a firm’s ability to attract and retain
talent. It is logical therefore to believe that the workplace plays an
important role in developing Human Capital.

The development of Relationship Capital can also be helped or hindered by
workplace design and working protocols and most understand that a
workplace can help support and reinforce brand image and company
culture. Clearly workplace strategy should therefore be an attractive arena
for company strategists looking to develop their intangible asset base.

This seminar explains the theory of intangible assets and their links to
company value and explores the impact of the workplace on their
development.

What are Intangible Assets?

Definitions vary since the study of intangibles is
. still developing but broadly three asset classes
capital are recognised:
Human Capital
Value driven by the accumulated skills and
experience of company employees
Relationship Capital
Value tied up in positive relationships with
Tangible employees, suppliers, partners and customers
assets Structural Capital
" Value realised from unique organisational
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structure, processes and tools. Brand value is usually placed in this asset
class

Employee psychology

Impacts on employee psychology have a key
role to play. Research shows that Human and
Relationship Capital are dynamics significantly
impacted by an employee’s feelings of
satisfaction, motivation and self worth.
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How the workplace impact Human Capital
Significant changes in the workplace can clearly have a major impact on
morale and motivation, both positive and negative.

A well thought through and executed office refurbishment is highly likely to
positively impact employee satisfaction and the firm’s ability to attract and
retain talent, both key drivers of Human Capital development.

Conversely, flexible working practices, if not introduced and supported
optimally, have potential to negatively impact productivity and will impact
company culture too.

Given the potential impact it would seem important that HR strategies and
Real Estate strategies are more highly linked and that measurement tools
are in place to help understand how workplace changes impact the human
dynamics of the business. However, our research suggests that this is not
always the case.

Relationship Capital in the workplace

For many firms the cross-selling of products and services to existing
customers is a key business driver. For this strategy to be successful,
internal relationships and the exchange of information and ideas needs to
be working optimally. The challenges of avoiding ‘silos’ and encouraging
interdisciplinary working are complex, however. Our research suggests that
the workplace can play a valuable role.



Case study

This case study with a major financial
services company examined the ability of
office design to impact the kind of
‘productive interactions’ their management
team deemed necessary to develop the
business.
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Organic workplace layouts were found to
work much better to encourage interaction
“#iz+  than more traditional rigid floor plans.

The effective design of breakout spaces,
refreshment areas/social hubs etc...have
also been found to be important in
encouraging the right type and quality of
interaction.

Building Brand Capital

The workplace can certainly help support and reinforce brand
communication and act as a powerful communicator of a firm’s corporate
culture.

It is rare, however, for companies to measure and understand the
effectiveness of workplace communication efforts in the same way that
marketing specialists understand the effectiveness of, for example,
advertising communication.

A modified version of a classic “impact and communication” check can be
conducted in the workplace environment and our seminar shares findings
from 3 case studies which demonstrate mixed levels of success in the
workplace brand communication effort.

Message Communication

The data in this bar chart shows employee
and visitor responses to the question
“which 3 words best describe the
impression you get about company A from
the building and workplace?”

Results were analysed against the firm’s
brand positioning objective as part of a
review of overall communication
effectiveness.

Communication Effectiveness

50 The graph on the left illustrates the
vo comparative success of different

2 aspects of the workplace in

25 communicating desired brand values.
= This kind of analysis helps firms to

b understand not only how well the

00 workplace is working to communicate

brand and cultural messages but also
provides valuable diagnostic
information in terms of which aspects of the workplace are working most
effectively and where the problem areas lie.

Need for a joined up approach

Many interviewees in our Asian research bemoaned the fact that HR,
Marketing and Real Estate professionals often work to different agendas
and the fact that initiatives which might impact the development of
intangibles are often not well joined up and considered in a broader
strategic context.

Brand building at work
The picture on brand capital is more encouraging:
- 63% of companies interviewed consider the impact on brand when
formulating workplace strategy
- 53% have written ‘brand guidelines’ for the workplace
- 20% have some flexibility within these guidelines to respond to
specific local workplace challenges and protocols

Summary

The development of the firm’s intangible asset base is today a critical
driver of corporate value. The workplace clearly has an important role in
supporting the development of human capital, relationship capital and
brand capital and our research shows that there are significant
opportunities to more systematically leverage its potential as well as to
measure its impact.
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