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The Mergers and Acquisitions (M&A) process is perceived as a lever for fast growth in competitive market. However, 
there are “’post-operativ” challenges related to the aspect of intellectual capital as a valuable and intangible assets that 
remains unaddressed, which leads to the loss of brand value and stocks from participating companies. Although this 
phnomenon is strongly impacting with the integration engineering and the M&As, the international accounting has not 
identified the proper tool for the measurement of intagible assets. In that  context the question this study aims  to answer 
is: How to measure the intellectual capital as an intangible assets in companies applying the M&A? To answer this 
question, the researchers presented an analyze of the management and measuring of intangible assets as element of the 
intellectual capital from companies participating in M&A, and exemplified with a case in Brazil. This study utilized a 
literature review and case study presenting the  measuring models of the intellectual capital of authors like Vucic (2003) 
and others among the six references models found, including the Integration Engineering, which was developed  and 
applied with the objective of specifically measure the intangible assets from companies involved in mergers and 
acquisitions and the intellectual capital process.  
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1. INTRODUCTION 

 
M&A operations are done since 1895 and until now there are no plans to stop this movement. According 

to a KPMG (2012) report, the number of operations is increasing worldwide and particularly in Brazil, which 
had a new record in the first semester of 2012.   

The reason of this movement is that companies with growth strategies are using M&A as an inorganic 
lever to accelerate their development and their presence in a global Market. The main interest of these 
companies is to acquire knowledge related to customers, suppliers and markets (COFF, 1999). Thus, 
companies seek for a growth synergy in which the result of individual values would lever the final result.  

In fact, the companies intend to grow rapidly, acquiring organizational competences already established 
and valuable to customers. Hence, the goal of any M&A operation is to acquire incorporated knowledge, from 
the intellectual capital (IC) intangible assets (IA) of the company to be purchased. However, this synergy is 
achieved not only purchasing the clients portfolio, product line and brand. The acquisitions should be well 
managed to integrate relationships, management models, processes, values and culture, that is, the intangible 
assets, so important for the success of these operations. 

Coff (1999) showed that knowledge is frequently a focus of corporate acquisitions, however, in these 
operations, during the due diligence the purchaser companies evaluate the tangible assets more than the 
quality of knowledge. This leads to a breach of the forecasted results due to problems related to the intangible 
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assets1 management. In a research conducted between 2009 and 2010, Freire (2010) analyzed the integration 
problems that block the fulfillment of the forecasted results in seven M&A operations of a big Brazilian 
multinational company in the IT sector. It was outlined that, after finishing the operations in the purchased 
company and in the purchaser company, the problems that emerged during the integration of people, cultures 
and knowledge exhausted the employees, which hampered the mobilization and talent retention in this phase. 
The integration phase presented problems, including information flow issues: 81% of the problems 
experienced during integrations emerge in creation processes and in a poor sharing of knowledge and 
information. Several data and information are lost in the integration process due to cultural inadequacy, bad-
faith or carelessness of people and groups. Additionally, important knowledge are lost sue to the dismissal or 
lack of retention of key people. Talents are neglected by overlaps or by negative resistance to changes. Good 
practices are ignored and critical experiences for the success of the operation are not identified (FREIRE, 
2010).  

As explained by Figueiredo (2005, p. 183), in these operations the problems are in the lack of evaluation 
“of the impact that provoke the base of knowledge of the companies involved”. According to the author, these 
operations should consider the aspects related to people and to organizational knowledge, as this the 
companies could diminish their risks and mistakes. A big opportunity of acquisition is useless if the integration 
process is not managed in a manner that eliminates cultural and operational resistances that are harmful to 
the expected result and lead the system to unproductiveness.    

It should be highlighted that since the 1980s the intangible assets were considered as value to the 
organizations. Nevertheless, in the early 1990s it was started to realize the impact of the intangibles over the 
company results. Mislav Vucic (2003) highlights this acknowledgement of the intangibles as a source of 
organizational value between 1982 and 2001, as shown in Figure 1. The author highlights that in 2001 only 
15% of the intangible value of American companies were identified and measured by the traditional accounting.  

 
Figure 1 – Value increments of intangible (see on next page)   

 
Source: Mislav Vucic (2003) based on Brookings Institute, Baruch Lev analysis of S&P 500 companies. 

  
Even recognizing this impact, Harding and Rovit (2005) outline that in M&A the problems emerge since 

the planning process of the operation. This phase, called due diligence, focus mostly on the analysis of data 
and legal and accounting information. Little or nothing of the intangible assets of the company to be acquired 
are considered.  

During the second half of the 2000s some studies started to point paths to diminish the negative impact 
of this disregarding. According to Freire (2010), the capacity of the purchaser company of eliminating 
integration problems is intrinsically linked to the people, culture and knowledge management applied during 
all the M&A operation. The problems found during the phase of integration will be eliminated, if applicable, by 
the purchaser company, in a prior study related to the future cultural and good practices adherence, conducted 
by similar areas. Prior study means the analysis conducted during the due diligence, of the adherence of the 
intellectual capital (IC) intangible assets from the companies involved. This recommendation suggests to M&A 
the need of the companies to realize the integration since the elaboration of the strategy which will create the 
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business and that the phase of due diligence cannot despise the diagnosis related to these assets, in 
accordance to Harding and Rovit (2005). 

In this context the question of this study emerges: How to account the intellectual capital intangible 
assets from the companies involved in M&A? To answer this question, it was aimed to analyze the 
management and measuring of intangible assets as elements of the intellectual capital from companies 
participating in M&A.   
 

2. INTANGIBLE ASSETS AND INTELLECTUAL CAPITAL  
 

Knowledge assets add value to the corporate business and are “unique, difficult to acquire, develop and 
copy; besides, some knowledge assets can even be legally protected” (PEREZ; FAMÁ, 2006, p. 84). Differently 
from the tangible assets, as highlighted by Schnorrenberger (2004), the intangible assets do not lose value 
after the use; by the contrary: their value increases.  

One of the most references in this subject is the book of Nonaka, Toyama and Konno (2001), in which 
the authors offer a path to the management of organizational knowledge assets, emphasizing the assets of 
experiential, conceptual, systemic and routine knowledge.  

 
 

Framework 1 – Four categories of knowledge assets 
Experience knowledge assets 
Tacit knowledge shared through common 
experiences: 

• Abilities and know-how of individuals 
• Care, love, confidence and safety 
• Energy, passion and tension 

Conceptual knowledge assets 
Explicit knowledge articulated through images, 
symbols and language: 

• Product concepts 
• Project 
• Brand assets 

Routine knowledge assets  
Tacit knowledge in routines and incorporated 
into actions and practices: 

• know how in daily operations 
• organizational routines 
• organizational culture  

Systemic knowledge assets  
Systematic and documented explicit 
knowledge: 

• documents, specifications and manuals 
• database 
• patents and licenses 

Source: Nonaka, Toyama and Konno (2001, p. 29). 
 

To Arnosti et al. (2003), after the incorporation of knowledge to productive activities, the value of this 
activities increases. However, by means of specific KM tools, the level of knowledge impact over the costs, 
profits, efforts, strategy and competitiveness of the business should be identified and analyzed.     

Thus, researchers are concerned about studying the impact of the intangible asset on the generation of 
value for the organization. Ritta and Einsslin (2010), representatives of this group, are studying the interrelation 
among the intangible assets (IA) and the generation of value and presented the strategic relevance of the 
intangible assets for the generation of organizational value. 

Knowledge Management (KM) has as an objective to manage the IA, optimizing them to create, 
acquire and add value to the organization. The KM identifies each of the assets and manage them 
independently and correlated to the organizational flow, which enriches them. The scholarly literature 
concludes that the IA management is strategic due to these elements generate and maintain the competitive 
advantages (PEREZ; FAMÁ, 2006). 

Nevertheless, the change of paradigm is not easy to be processed (KUHN, 1994).  Especially when 
this change transforms the tangible mode of the company into an intangible way of relating them to assets 
values.  

The early studies related to IA are recent, dating from the 1980s. Even when studied by the accounting 
field, the IA drawn the attention of companies only when the expression Intellectual Capital (IC) was created 
and outlined as a wealth to businesses.  . In 1980, Hiroyuki Itami published a study called mobilizing invisible 
assets, which draws the attention to the values of “invisible assets” in corporations. In that decade, the concern 
about how to measure these intangible was purely economic.  



Between 1986 and 1989, to strengthen this paradigm, Karl Sveiby publishes three books that outline 
the first proposal of IA management (SVEIBY, 1986; 1988; 1989), giving an idea of how to treat, measure and 
manage the invisible assets in the organization. To the author, the visible asset comprises the tangible assets 
less the visible liabilities, and the intangible/invisible assets are composed by the external structure, internal 
structure and the personal competence. Thus, they should be managed in order to increase the external 
relationships, the internal structure and the development of the employees. The author also outlines that the 
IA should be analyzed by three different criteria, so that they can be managed: operational efficiency, growth 
and organizational renewal, instability and stability.  

To accounting, the acknowledgement of the IA happened when the difference between the economic 
value and the accounting value of companies listed in the Stock Market was realized. Thus, to include the 
calculation of IAs in accounting was just a mechanism to the real analysis of these companies’ assets. In 2007 
the Law number  11.638, dated from December 28, 2007, created the intangible subgroup among the 
permanent assets.  

 
 

3. METHODOLOGICAL PROCEDURES 
 

The methodology can be classified as predominantly qualitative, descriptive and strategy exploratory 
(CRESWELL, 2007; GIL, 2009; LAKATOS; MARCONI, 1991; VERGARA, 2005). It was done an indirect 
observation that consisted in a documental and bibliographic data search. The documents, reports from 
international consultants specialized in M&A, were collected, analyzed and made available on their websites. 
The bibliographical research was done from a literature review in Scopus database and in the BDTD (Brazilian 
Digital Library of Theses and Dissertations) database. The methodology passed through planning, execution 
and reporting processes.  

 
 

4. MEASURING AND ACCOUNTING OF THE INTANGIBLE ASSETS  
 

A systematic literature review was done based on Scopus database in order to identify studies that map 
and prioritize the IA of IC with the objective of diminishing the uncertainty of  M&A operations by the adherence 
of these assets between purchased and purchaser companies. After that, the Science Direct database was 
researched. This database has the greatest amount of complete articles and a direct search by subject in 
national libraries and international research groups. The keywords searched are:     mergers and acquisitions, 
accounting, integration, knowledge assets and intellectual capital. 

The amount of publications found shows how incipient are the studies related to this subject, once 
finding only 64 publications in an electronic database like Scopus proves that there is still a gap on this subject. 
This amount is not enough to comprise the description and the analysis of many objective and subjective 
variables related to the phenomenon of IC and AI management in M&A. Additionally, when analyzing these 
publications, it is realized that none of the studies analyzed the integration in M&A by the approach of this 
study and aiming to diminish the uncertainty in this stage of integration. However, it was found important 
articles proposing IA measuring models in other contexts.   

It is a consensus in the literature that the IAs are not accountable, but they are measurable during the 
stock sales. Their value is calculated by the difference between the tangible net worth and the market value of 
the company shares. Finally, this value will be counted in the final purchase price. Some authors disagree with 
this formula and outline other calculations (Framework 2).  

 
Framework 2 – IA calculation formulas 

Model Calculation Formula 
Skandia Navigator™, CI = i x c. 

Technology Broker Company’s real value = IA + IC 

Calculated Intangible 
Value 

Additional return on tangible assets, to calculate the 
proportion of attributable returns to the IA 

Tobin’s q q = (VMA+VMD)/ VRA 

Source: Prepared by the author, based on the authors. 



 
The Model of Edvinsson and Malone (1998) – Skandia Navigator™, for example, is a scorecard 

methods, which uses 164 metric sizes to measure the IC. Ninety one of these measures are for the IC and the 
other 73 are based on traditional metric sizes, from five elements: (1) finance; (2) customers; (3) processes; 
(4) renewal and development; and (5) human. The equation of this model is: Organizational IC = i2 x c3. 

Other model that does not accept the simplicity of the difference between the market value and the 
accounting value of an organization is the Brooking Model  (BROOKING,1996) – Technology Broker, based 
on the method DIC (Direct Intellectual Capital Methods). This method calculates the IC from 20 answers about 
market assets, human assets, infrastructure assets and intellectual property assets (BRITO, 2007). The 
company value is calculated by the formula4: Value of the company= Tangible Assets + IC. 

The Model Calculated Intangible Value, of Stewart (LUTHY, 1998), was created with their foundations 
on the method ROA (Return On Assets). This model calculates the additional return on tangible assets and 
“uses this number as a foundation, determining the proportion of attributable return to IA” (BRITO, 2007). 

Tobin’s q (TOBIN; BRAINARD, 1977) is sustained on the method MCM (Market Capitalization Methods), 
measuring the performance of the IC by the relation between the Market value (stock price x number of stocks) 
and the costs of assets replacement. To understand the formula, it is understood that, the greater is q, the 
greater is the asset value in relation to its replacement cost. The greater is q, the more returns on this intangible 
asset the company gets. Tobin’s q calculating formula is: q = VMA5+VMD6/VRA7. 

The Intangible Asset Monitor, of Sveiby (1997) uses the SC (scorecard) method. From four dimensions 
of strategic goals, the company is able to measure: (1) growth, (2) renewal, (3) efficiency and (4) stability. To 
Brito (2007), “the Sveiby model was developed so that the IC growth is measured without the finance 
evaluation of knowledge”. 

The IAs, as the tangible assets, are limited by the rights and benefits that their possession gives to the 
owner and, as accountable assets, should be measured, relevant and accurate. Even with an insecurity to this 
measurement in accounting, the IAs have specific characteristics that are important to the companies to be 
successful in the Knowledge Society.    

In their presentation concerning some results of their studies about IA, Reina et al. (2009) created a 
chart that synthesizes the perspectives related to them (Framework 3):   

 
Framework 3 – Summary of currents of thought about intangibles 

Definition 
 

It is na active with no physical substance, which generates future cash flows, 
detained for use in production or supply of goods  or services, for renting, or for 
administrative purposes.   

Elements  
 

Know-how, administrative abilities, brands, patents, goodwill (added value for 
future profitability).  

Origin 
 

It originates from knowledge, practices and administrative activities developed 
by the organization. 

Purpose  
 

Generation of competitive advantage, added value to goods and services and 
generation of wealth for the companies.   

Source: Reina et al. (2009, p. 4). 
 

Based on this paradigm, it can be concluded that, differently from the tangible assets, which are 
concrete, the IA does not exist physically, but can add value to companies and, due to this reason, are called 
“goodwill”, confirming the expectations of future financial gain.  

Are intangible assets: copyrights, trademarks and patents; Market tradition; and institutional and 
commercial relationships, represented by the clients portfolio. However, to Brazilian accounting, it is still difficult 
to account the assets that cannot be seen and touched and, for this reason, it was sought to classify intangible 
assets that can be measured. Thus, Brazilian accounting considers them as accountable IAs. 

                                                 
2 Monetary value of Intellectual Capital. 
3 Coefficient of efficiency. 
4 Tangible assets = financial capital. Intellectual Capital = Market assets + human assets + infrastructure assets + intelectual 

property assets. 
5 MVS = Market value of the shares or equity. 
6 MVL = Market value of liabilities or third party capital. 
7 ARV = Asset Replacement Value of the company. 
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The literature suggests different measuring models and theories for IA. Sveiby (2001) classified these 
different studies about measuring IA or intellectual capital by distinguishing four methodological paradigms, as 
shown in Framework 4. 

 
Framework 4 – Methodological paradigms for the evaluation of intangibles 

Methodological Paradigms Objectives 
Direct Intellectual Capital 
Methods (DIC) 

To estimate the cash values of the IAs by identifying their components and 
evaluating them directly or as na aggregated coefficient.  

Market Capitalization 
Methods (MCM) 

To calculate the difference between the capitalization of Market and the 
shareholders’ assets as the value of their important resources or IAs. 

Return on Assets Methods 
(ROA) 

To calculate the Return Over Assets (ROA) and compare them to the 
average of their segment. The calculation is done from the average of 
revenues before taxes, which is divided by the average value of their 
tangible assets.  

Scored Methods (SC) To identify the various components of IA or IC, generating indicators and 
prevailing displacements, relating them in  scorecards or as charts.  

Source: Prepared by the authors, based on Sveiby (2001). 
 
Ritta and Ensslin (2010, p. 5) concluded that IAs are “assets without physical substance, which give to 

their owners an expectation of future economic benefit. They represent strategic differentiation conditions in 
the Market, added value to the goods and services and provide competitive advantage”.    

Broadening the scope and, mostly, defining epistemological lines to classify the various studies on IC, 
Bueno (2005) classified them in accordance to the three history focus: finance (1992 a 1998), strategic 
corporate (1997 a 2001) and social-evolutionary (2000 a 2005). The author created a IC evolution timeline, 
from the analysis of the dimensions:   in the ordered dimension the models are classified from the lowest to 
the highest number of the main basic components for the capital structure;  in the abscissa, the models are 
ordered from the lowest to the highest level of complexity and diversity of information, evolving from the 
simplest environment to the more complex one. 

Based on this timeline, Bueno, Salmador and Merino (2008) classify the IC models in accordance to the 
analysis focus suggested. The first focus, administrative-financial (1992-2001), keep the influence of 
accounting. The second has strategic-corporate approach   (1997-2001) and the third focus can be classified 
as a social-evolutionary approach (2000-2005), because it is concerned about more dynamic elements of IC, 
as social, cultural, innovation and entrepreneurship, among other elements, pointing the path to the 
development of IC.  

When conceptualizing IA as the “future economic expected outcome of an agent”, Martins (1972, p. 30) 
highlights the importance of the identification and prior evidence in companies to be acquired, so that the 
purchaser company can establish the adherence rate between the similar areas. This way, the company 
determines expectations of future outcomes and the “uncertainty of the performance of economic benefits that 
involve these assets” (RITTA; ENSSLIN, 2010), classified as human, relational and structural capital, in 
accordance to the International Federation of Accounting (IFAC, 1988).   

 
Framework 5 – IA Classification  

Human Capital Relational Capital Structural Capital  
Know-how Brands Patents 
Education Consumers Design 
Qualify for vocation Company’s reputation Trademarks 
Experience on knowledge Distribution channels Management philosophy 
Competences Partners Corporate culture 
Responsiveness Capacity for negotiation Management process 
 External relationship Information Systems 

Source: International Federation of Accounting (IFAC, 1998). 
 

 The IC management model of Skandia (Figure 1), described by Edvisson and Malone (1998), gives 
preference to financial focus (yesterday), consumer and processes (today) and renewal and development 
(tomorrow), highlighting it as organizational intelligence and shaping force of the model.   

 



 
Figure 2 - Intellectual Capital by Skandia Navigator (see on next page) 

 
Source: Edvinsson and Malone (1998). 

 
 

4.1. Intellectus Model 
 

The Spanish Intellectus model represents a new generation of IC measuring and management when 
relating to a higher number of components (human, organizational,  technological, business and social), more 
complex and diverse in relation to prior models. The model has an internal systemic situational logics and 
highlights the set of relations that ease and cause the development of an specific measure, strategy and 
efficient management of intangibles, depending on each organization.  

This model, based on the models from Euroforum (1998) and Monitor (SVEIBY, 1989), propose the 
division of the structural capital into two kinds: organizational and technological, by the necessity of 
differentiating administrative structures internal to the  organization of activities related to technological 
development and innovation (BUENO, 2003).  

To recognize the difference between the relationships with stakeholders closer to the company business 
and the relationships with other social agents, Bueno (2003) divides the relational capital into business and 
social capital. The structure of the Intellectus Model is based on elements (E), variable (V) and indicators (i). 
Regarding the Human Capital, eight sub-elements are classified: employees profile, adaptability, turnover, 
educational capital, education renewal, commitment and motivation, continued education and results. To the 
structural capital, Bueno (2003) suggests other eight sub-elements: infrastructure, infrastructure based on 
organizational knowledge, customer support, administrative processes, innovation capital, quality, and 
organizational management model, social and environmental commitment. Concerning the Relational Capital, 
there are five sub-elements: customer profile, client portfolio, public image, investor capital, connectivity, 
intensity and collaboration. From these three components 22 elements are created, beyond 100 indicators.    

Nevertheless, even with the Intellectus model being highlighted because of its systemic, open, 
dynamics, flexible and innovative purpose for measuring IAs (BUENO; MURCIA, 2008), Freire (2012) was the 
one who analyzed its application in M&A contexts and has been in the field to deepen and increase the 
identification of IA in corporate areas of companies participating in M&A and the one who prioritize them to an 
integration.  

 
5. Integration Engineering  Model in M&A 

 
The method Integration Engineering (FREIRE, 2012) was created with the objective of facilitating its 

implementation and the search for results in M&A, independently of the familiarity of the purchaser company 
to intangible assets management. Among all models identified, this is the one that approaches the 
management and measurement of intangible assets in M&A, which could be a path to its accounting. 

Integration Engineering is applicable to real situations because describes principles, strategies and 
processes to be respected in the integration of 26 groups from 171intangible assets determined by method. 



For its success, the author highlights the importance of imposing a new look on how the internalization of 
companies acquired are internalized after the acquisition – in a thoughtless attitude of “incorporating”. We must 
respect an engineering based on safe principles that diminish mistakes and uncertainties experienced during 
the process of integration that causes losses in stock and brand values.    

Some stages of the method forecast the formation of Collaborative Groups with the participation of 
employees from the purchaser company and leaders of the purchased company. These actors are called 
Integration Engineers. The Collaborative Group is na environment of trust and dialogues to discuss the 
critical success factors of the operation, respecting them as a structure of individual knowledge; organizational 
culture; limitation of information technology; a mobilization for the involvement and training of employees; 
leadership and commitment from the senior management; learning environment; control of resources; 
evolution of professional training; teamwork.    

To reach the objective of diminishing the uncertainties of the M&A operation, the model proposes 
principles that should be respected by the Integration Engineers Collaborative Group since the due diligence, 
in order to enable the measurement and management of the adherence of intangible assets involved in 
integration problems (Framework 6): 

 
Framework 6 – Principles of Integration Engineering in M&A 

Phases of 
M&A Principles Orientations 

Due Dilligence 
phase 

PO0 INTANGIBLES OF THE PURCHASER To 
identify and measure the purchaser company’s 
intangible assets by intellectual capital elements. 

To explicit the knowledge with respect to the intellectual 
capital, building a list of intangible assets for each area 
of the company. 

PO1 SECRECY To respect the confidentiality request 
for competitive, business and legal safety.  

To keep the discussion for the leaders of the process.  

PO2 DIAGNOSIS To broaden the collection of data in 
the purchased company, as well as the 
simplification of the data search regarding the  
success of the financial transaction. 

To search information about the intangible assets of the 
company to be acquired, mostly knowledge, people and 
culture. 

Negotiation 
phase 

PO3 OBJECTIVITY To diminish risks of breaches of 
confidence.  

To negotiate objective and quickly right after the 
purchasing decision.  

Integration 
phase 
 

PO4 INTEGRATION BEYOND INTERNALIZATION. 
To respect the criterion of urgency.  

To respect the integration and internalization. To be 
ready to integrate the intellectual capital intangible 
assets, such as people, organizational knowledge and 
culture.  

PO5 To create SINERGY, eliminating the 
incorporation of unnecessary information of the 
acquired companies.   

To promote constructive relationships between the 
parties, in order to create a confidence atmosphere that 
allows the sharing of information. In this phase, 
strategies should focus the elimination of entropy and 
sources of conflict. 

PO6 COMMUNICATION Informing is never enough.  Constant communication of traveled paths and paths to 
be followed. 

PO7 CAPACITATION Empower managers as 
negotiators and integration engineers. 

To share the operation’s and new company’s strategy 
knowledge with the managers of the areas going through 
integration engineering and prepare them to negotiate 
with the acquired company.    

PO8 LEADERSHIP To make the executives aware of 
the importance of their commitment to the 
process of change. 

Mapping leaderships from the acquired  company to 
involve them in the employees’ mobilization to the 
effective change.  

PO9 To make the employees of the acquired company 
aware of the importance of SHARING 

To create collaborative groups to promote the alignment 
of strategy and operation.  

Source: Freire (2012). 
 
 

To respect the principles and the PO1 orientation during the due Dilligence the purchaser company 
should validate the list of their intangible assets by mapping its intellectual capital and identifying the intangible 
assets by each area of the organization. From the evaluation of its importance in the organizational value 
chain, the purchaser company will be able to classify and define which intangible assets are important and 
should be preserved. The result of this phase will be the list of their intangible assets. 



Still during the due diligence, plus the data collection of financial, accounting and commercial 
information, it will be done the collection of the intellectual capital of the acquired company and the analysis of 
these intangible assets with the intellectual capital of the purchaser company (PO2 e PO3). Based on the list 
of intangible assets from the purchaser company, the people responsible for the due Dilligence should map, 
in the company to be acquired, whether these assets exist or not. At this extent, it will be possible to identify 
the adherence level of the intellectual capital and, consequently, the success uncertainty of the M&A, creating 
a support to the decision-making, to the operation itself and to the integration model to be done.  

The integration phase refers to the stages after confirming the M&A operation. The three phases of the 
M&A operation point two existing principles: urgency (PO4) and communication (PO6). Integration Engineering 
recognizes these principles and other four (PO5, PO7, PO8 e PO9). In this method, the focus of this phase 
should go beyond the urgent internalization of clients and administrative and financial processes. The concern 
of the method should be about the integration of the intellectual capital intangible assets, which generates the 
need for the involvement of leaders and employees of the purchased company to the sharing of information 
and knowledge.  
 

Figure 1 - Diagram-overview of Integration Engineering in M&A 



 



Source: Freire (2012). 
 

The Diagram-overview  presents the global vision of the method, the Split of each phase of M&A 
operation (due diligence, negotiation and integration) and each phase and step related to the integration phase. 
The phases of a M&A operation are revisited and reformulated. The 12nd phase approaches the integration 
phase and, for this reason, their steps are detailed. In short, the Integration Engineering method complies three 
phases: Due Dilligence, Negotiation and Integration, being the 12nd composed by ten steps, as following. 

The Integration Engineering has an initial Due Dilligence phase (stage 0), internal to the company 
acquired, which must be done before the analysis made by the purchaser company, which should create an 
strategy for future M&As and, consequently, create an investment plan for these operations. In this pre due 
diligence stage, the objectives of the M&A are defined and also which kind of observation should be done. 
These definitions should be established based not only on financial risks, but on the uncertainties of the 
integration phase.  

The Integration Engineering method suggests that the phases 1 and 2 should not have to be promoted 
in urgent nature. If the purchaser company realizes the real value of the intellectual capital for their 
development, it is believed that the attention to the intangible assets should be incorporated into their culture 
and, then, map their intellectual capital and validate the list of intangible assets with their leaders. 

In order to respect the confidentiality request by competitive, negotiable and legal safety (P01 and P03), 
the phases 3 and 4 should be done by a small group of employees specialized in M&A, that will do the collection 
of intangible assets, as well as finance, accounting and commercial assets.   

From the list of intellectual capital of the purchaser company a chart is generated with the objective of 
mapping the intangible assets of the purchased company’s intellectual capital (phase 3). This chart maps, in 
the acquired company, the existence of 26 groups of  intangible assets to identify if the intangible assets do 
not exist, if most of them does not exist, if they are under construction, if they partially or totally exist. Giving 
points from 1 to 5, it will be possible to calculate the average of answers, equal to the level of adherence of 
the purchased company to the purchaser company. In the phase 4, the uncertainty of the operation success  
is measured. The search, at this moment, is to know whether the uncertainty exists or not, if it is in progress, 
if they partially exist or if most of the  intellectual capital of the purchaser company does not exist in the 
purchased company. For this measure, fulfilling PO1 and PO2, a simple tool, which helps the purchaser 
company to collect, relate and measure intangible assets discreetly (PO1 and PO3) is necessary  . 

 For the measurement of future uncertainty of integration, it is calculated an average by intellectual 
capital element – human capital, structural capital and relational capital – and, from the three averages, the 
uncertainty rate of the future integration with the company to be acquired is reached (Framework 7).  

 
 

Framework 7 - Example of Post M&A measuring of integration uncertainty 
Post M&A measuring of integration uncertainty 

- example -  

Summary map of adherence to intellectual capital Averages 

Human Capital 2,30 

Structural Capital 4,00 

Relational Capital 1,80 

Uncertainty rate of the integration process for this 
acquisition 2,70 

Source: Freire (2012). 
 

Integration Engineering follows the logic of the highest is the adherence between the company’s 
intangible assets, more synergy has the intellectual capital and, consequently, less success uncertainty for 
future integrations. From this chart it will be possible to identify that when the average is near 1, there is more 
chance of conflicts during the integration process due to the low adherence of the intangible assets. When the 
average is near to 5, there are less chances of conflicts in the integration process.  

Based on the charts resulting from the collection of the intangible assets from the Intellectual Capital, 
the Integration Engineering proposed an order to process the integration of the intangible assets, aiming the 
diminishing of the uncertainty inherent to this phase (Framework 8). 



 
 

Framework 8 - Sub-elements prioritized for integration in M&A 
SUB-ELEMENTS OF HUMAN CAPITAL Level of 

priority 

Cap.R 1 

CONTRACTS AND OBLIGATIONS TO CUSTOMERS (portfolio of contracts; spreadsheets or reports with 
contract data; archive copy of customer agreements; number of contracts; formalized, standardized and 
documented agreements and commitments to customers, including billings; automatic and formal 
expedition; documented and diffused commercial policy; formal discounting and jurisdiction policies; verify 
if there is a person responsible for processing contracts and billings; check the kinds of revenues and formal 
contracts; provide versions of the company’s material in languages that can be understood for all the 
countries where the company operates; sales and operations performance indicators and check if these 
indicators are available for the interested parties; to provide a formal structure, dedicated to customer care; 
restrictions regarding the communications of purchases to customers; list of recurrent revenues by 
customer; records of pending items and liabilities by customer; list of contracted products and services by 
customer; customer contracts and clauses with respect to support obligations). 

38,69% 

Cap H 1 

ORGANIZATION AND CONTROL OF PEOPLE MANAGEMENT DOCUMENTS (documents of salaried and 
inactive employees; parallel control of vacations; documentation and collection of fees (Social Security – 
INSS, Time of Service Guarantee Fund – FGTS and Income tax); labor inspection book; formal work 
contract with employees under the CLT (Brazilian labor code), including clauses on confidentiality, use of 
voice and image).    

36,99% 

Cap.R 2 CUSTOMER PROFILE (number of public, private and foreign customers; segmentation/classification of 
customers). 30,95% 

Cap.H 2 

ADAPTABILITY (number of expatriates; number of employees participating in short term assignments 
during the year; efficient across network communication channels; definition of how information regarding 
acquisitions and integration will be diffused; consciousness of the acquired company’s employees about 
the HR policies).      

25,41% 

Cap.E 1 

PLANNING, TECHNOLOGY AND PRODUCT PROCESSES (industrial property records; list of products 
and services; marketing and communication planning; price list of products and services; support material 
for commerce and diffusion of the company and its products; Market research and information; functionality 
map and product portability matrix; product plan; technical reference manuals; product independent of 
database; technical standardization; the product architecture allows the translation into other languages; 
maintenance of products procedures, development and expedition; servers and computers in their 
maximum use rate).    

19,72% 

Cap.E 2 

MODEL OF ORGANIZATIONAL MANAGEMENT (average executives experience; organizational shared 
values; investments in management models; number of employees participating in the implementation of 
organizational strategy plans; vision, mission, corporate governance guidelines and practices, established 
objectives of strategy and performance indicators; individual/departmental goals, linked to the execution of 
strategies and regular procedures for strategy plans and their reviews; control of the implementation of a 
strategy plan; value-added and updated strategy frameworks; conformity audit procedures; automated 
monitoring tools; updated structures of internal procedure control; invoicing patterns; tax and accounting 
parameters; measured intangible assets). 

18,12% 

Cap.E 3 

INNOVATION CAPITAL (number of current and new products and services; sales volume related to new 
products and services; percentage of group sales movement; forecast of average sales movement; 
investments in innovation; investments in the development of products, improvement of processes and 
research projects, development and innovation; center of excellence and projects in progress). 

16,91% 

Cap.R 3 

CLIENT PORTFOLIO (sales channels; new customers; new stakeholders; brand; impression of customers 
concerning the company; customer loyalty index; national and international Market share; competition’s 
Market share (national and international); customer satisfaction rate; strategic portfolio to keep great 
customers for at least a year; length of relationship with existing customers; percentage of customers that 
recommend our company; new strategic customers during the year; number of customers from the same 
sector; list of customers, including contacts and phone numbers; established patterns for customer care; 
updated list of information for further contact with the customer). 

13,74% 

Cap.E 4 

INFRASTRUCTURE (investment in facilities, equipment and computers; number of servers; license 
documentation of all software in use; structure (domain and websites) of e-mail; hardware and software 
inventories compatible to the company’s assets; defined policies and backup procedures; existing IT 
structure – firewall,  no break, antivirus, LAN network, company own servers; structure of customer care; 
partnership contracts). 

13,42% 

Cap.H 3 

MOBILITY / TURNOVER / RETAINING PEOPLE (turn over; beginners; percentage of movement of staff/ 
internal mobility; percentage of unwanted movement of staff; dismissal policies; labor complaints; talent 
retention; integration practices for newly-hired employees; mapped and identified critical knowledge; 
specialists identified; leadership management; emphasis on leaders demanding special treatment; 
succession programs; number of employees close to retirement; number of employees with job stability). 

13,35% 

Cap.E 5 
QUALITY (accreditations and certifications; number of ISO certifications; number of quality committees; 
number of employees with experience in Total Quality; participation of employees in internal improvement 
and technological innovation projects; maintenance of internal work tools). 

12,61% 



Cap H 4 

PERMANENT CONTRACTS (percentage of employees earning variable remuneration; employees who 
purchased stocks and stock call option programs with bonus (convertible); Profit or Result Sharing Plans 
based on organizational and individual goals; number of employees who earned cash awards or points; 
percentage of people who recognize explicit acknowledgement; percentage of people who feel that their 
opinion is valuable; Full compliance with the Collective Labor Agreement; work contracts that specify 
policies of variable remuneration; remuneration policies (salary scale and structure of company positions; 
benefit policy; payroll; payroll operational model). 

8,48% 

Cap H 5 

STAFF PROFILE (number of employees; distribution of employees by area; distribution of employees by 
age; average age of employees; number of managers; percentage of survey personnel; number of full-time 
employees; number of interns and trainees; distribution of employees by contracting mode; code of conduct;  
full compliance with HR laws of the country; formal intern and trainee programs). 

8,39% 

Cap R 4 

SALES CHANNELS (sales channel structures; spreadsheets or reports containing contract data with sales 
channels (distributors and sales representatives); file copy of all documents signed by sellers, distributors 
and sales representatives; standardized and documented agreements and commitments signed by sellers, 
distributors, formal sales representatives). 

7,20% 

Cap.E 6 CUSTOMER SUPPORT (number of offices worldwide) 6,73% 

Cap H 6 
EDUCATIONAL CAPITAL (unqualified employees; qualified employees; number of employees who can 
speak English, Spanish and Chinese; experience abroad; test application policies; training programs to 
implement/install products; product support and advised sales with distinct values). 

5,18% 

Cap R 5 

COLLABORATION, INTENSITY AND CONNECTIVITY (sponsoring contracts; number of 
operations/branches abroad; average number of employees by office; number of partnerships with business 
schools; number of commercial alliances; press communication model; market communication model; list 
of media contacts). 

5,16% 

Cap E 7 SOCIAL AND ENVIRONMENTAL COMMITMENT (investments in cultural support and volunteering; 
investment in environmental management; number of audits in the company). 4,63% 

Cap R 6 INVESTORS’ CAPITAL (number of contacts with investors and analysts; number of favorable 
recommendations from analysts). 4,25% 

Cap E 8 

INFRASTRUCTURE BASED ON KNOWLEDGE (percentage of employees accessing intranet and internet; 
number of documents shared on the internet; percentage of documents updated in the intranet; number of 
databases accessed by the company; number of shared databases, from participants on best practices 
processes and knowledge management projects; institutional website and dedicated link; e-mail structure). 

4,18% 

Cap.E 9 
OFFICE (number of computers by office; number of employees connected by e-mail; reliability on software 
and hardware; employees working in home office or teleworking system; employees using corporate cell 
phones and laptops). 

2,71% 

Cap H 7 

TRAINING (percentage of employees trained by year; training and Individual Development Program (PDI) 
inventories; per annum cost of training/ salaries; satisfaction rates concerning training courses; average 
rate of application of the acquired knowledge on daily routine; constant learning through relationships with 
external agents; partnerships with academic institutions and research centers).  

0,98% 

Cap.E 10 ADMINISTRATIVE PROCESSES (average response time to phone calls and number of calls answered per 
day). 0,96% 

Cap.H 8 
HR OUTCOMES (satisfaction with the opportunity of developing competences; satisfaction rate of 
employees (organizational climate survey); program of medical control and occupational health; life quality 
programs; CIPA – Internal Accident Prevention Program. 

0,72% 

Cap.H 9 RENEWING OF EDUCATION (number of competence development plans; performance evaluation 
programs). 0,40% 

Cap.H 10 COMMITMENT AND MOTIVATION (percentage of achieved individual goals) 0,08% 

Source: Prepared by the authors. 
 

It is identified that the management of customer’s relationship and people management are the primary 
intangible assets for the Integration Engineering method. Communicating (phase 10), formalizing (phase 11) 
and integrating (phase 12) are the three last phases of the integration in the M&A operation.  

The first step of the last phase is the visit to the acquired company, for an institutional presentation of 
the purchaser company, made by its president. In this visit, the directors should present processes, practices 
and policies from each area of the purchaser company. This formal first approaching step with the employees 
of the purchased company intends to create an interorganizacional environment based on trust. After, the 
integration engineers visit the company to validate the collection of intellectual capital and associated material 
(12 a). The method suggests the detailed control for evaluation of: (a) if there is intellectual capital; (b) if it 
exists, it should be associated to the related material,, taking notes of the name of the person responsible that 
received the request and the date of the request; (c) to evaluate if the intellectual capital of the purchased 
company is really adherent to the intellectual capital of the purchaser company. 

 



 
5. FINAL CONSIDERATIONS 

 
This study identified that the IAs, as IC elements, add value to the accounted assets and their 

management before, during and after the M&A operation. This will fulfill the expectations of future profits not 
identified by the accounting. The IC measurement is necessary to all companies participating in M&A. More 
than measuring IC, it is necessary to map the synergy revealed by the adherence of IAs in the companies 
involved. 

In this study it was identified that the scientific researches were until then focused on the development 
of measuring models for IAs and not on measuring the adherence of IA in the M&A context.  The Integration 
Engineering method can be used by all companies involved in mergers and acquisitions because of the depth 
and extent of reality exploitation, highlighted by the scientific community, documents from specialized 
international consultants and by the analysis of integration cases conducted by specialists involving companies 
of different sizes.   

An important conclusion made in this study relates to the review of models proposed by the scientific 
literature, including the new Intellectus model (BUENO, 2003) and  Integration Engineering (FREIRE, 2012), 
as well as the warning about the necessity of accounting to look forward concerning the measurement and 
accounting of intangible assets in M&A operations. The success of these operations will not be easy without 
these initiatives. 
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