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CHAPTER 1: Introduction  

 

1.1 BACKGROUND 

Financial statements alone are not adequate to provide a full picture of the state of 

an organisation. As a result, other forms of reporting have emerged (Sangiorgi & 

Siboni, 2017:354). Various disclosure frameworks have been created by 

practitioners and academics covering social, environmental, sustainability 

accounting, intellectual capital (IC) and more recently, integrated reporting. These 

new forms of reporting supplement traditional financial reports (Sangiorgi & Siboni, 

2017:354). Since 2010, listed companies in South Africa are required to provide 

integrated reports which now include IC items (Dumay & Guthrie, 2017:29).  

 

Interest in IC research began in the 1990s due to the advent of the knowledge 

economy (Rossi, Citro & Bisogno, 2016:696) whereby wealth and economic growth 

are driven mainly by the use of IC (Ramirez, Tejada & Manzaneque, 2016:176, 

Dikotla, Mahlatji & Makgahlela, 2014:848). IC also replaces financial capital, land 

and material capital as the value drivers of an organisation (Chen, Zhu & Xie, 

2004:195, Rahman, 2013:1). Organisations thus increasingly depend on their IC 

knowledge, embodied in their internal structures, employees and external 

relationships, to create products and services (Dumay & Guthrie, 2017:29, Rahman, 

2013:1). This dependency has elevated the importance of managing and reporting 

on IC.   

 

One of the main reasons for the rise of IC is its association with value creation within 

an organisation (Ramírez & Gordillo, 2014:173). Low, Samkin and Li (2015:779) 

point to the use of IC resources as performance drivers that create value by assisting 

an organisation to reach its strategic objectives. Slack and Munz (2016:62) concur 

that the strategic success of an organisation is dependent on the use of IC 

resources. The connection between IC resources and the achievement of 

organisational strategic objectives is not new. Early conceptualisation was proposed 

by authors such as Kaplan and Norton (2004:1), who focused on “measuring the 

strategic readiness of intangible assets”. The value creation is maximised when the 
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management of IC is linked to achieving the strategic objectives of the organisation 

(Meritum Project, 2002; Sveiby, 1997; DMSTI, 2003; InCas, 2006).  

 

This study is motivated by a recent review of IC literature conducted by Dumay, 

Guthrie and Puntillo (2015:267), who found that IC in the public sector is an under-

researched area. According to the authors, this is surprising considering that the 

public sector contributes a significant proportion to gross domestic product in most 

economies and is strongly reliant on the generation and use of capabilities and 

knowledge to deliver its mandate. The authors further state that research on IC 

disclosure is especially relevant, considering the recent interest in integrated 

disclosure which includes IC. This study focuses on IC and how metropolitan 

municipalities in South Africa report on IC. 

 

Like other organisations, municipalities operate in the knowledge economy where 

IC can be used to gain a competitive advantage (Dikotla et al., 2014:855). They are 

currently faced with critical challenges that relate to the effective and sustainable 

provision of basic services, the effective implementation of government policies and 

programmes, administrative capacity as well as institutional performance to drive 

service delivery (Dikotla et al., 2014:848). In order to gain strategic advantage in 

today’s competitive environment, they need to demonstrate to their stakeholders that 

they can efficiently and effectively use all their resources, including IC. Their main 

objective is to deliver services to their citizens (Secundo, Elena-Perez, Martinaitis & 

Lietner, 2015:422). Municipalities rely on resources which are largely intangible by 

nature i.e. their human capital and organisational processes are the key production 

units which deliver their services (Veltri & Bronzetti, 2014:253, Rossi et al., 

2016:698).  

 

In South Africa, metropolitan municipalities have diversified their external reporting 

by including performance information that goes beyond the reporting of only financial 

information. This study examines the frequency, patterns and quality of IC disclosure 

in South African metropolitan municipalities across a three-year period.  
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1.2 LITERATURE REVIEW 

Internationally, IC research has developed as a specialised area within the 

accounting and management research field (Guthrie et al., 2015:268). This section 

will focus on the literature dealing with IC disclosure practices. Table 1.1 provides a 

breakdown of how the IC disclosure studies focused on each organisational sector. 

 

Table 1.1: Organisational sectors of IC disclosure research  

Organisational sectors Total number 
of studies 

% in respect of total 
number of studies 

Publicly listed companies 151 62% 
Private – SMEs 8 3% 
Private – others 1 0% 
Public sector 13 5% 
Not for profits 2 1% 
General/other 71 29% 
Total 246 100% 

Source: Adapted from Cuozzo, Dumay, Palmaccio and Lombardi (2017:12)  

 

Table 1.1 indicates that 62% of the studies investigating IC disclosure focused on 

public listed companies while only 5% focused on public sector entities. This was 

observed by Cuozzo, Dumay, Palmaccio and Lombardi (2017:12), who performed 

a structured literature review of IC disclosure research included in ten relevant 

journals over an 18-year period (2000 to 2017). A literature review for this study also 

shows that research still largely focuses on the IC disclosure practices of corporate 

entities (Slack & Munz, 2016; Sharma & Dharni, 2017; Wang, Sharma & Davey, 

2016; Mulyadi & Panggabean, 2017; De Silva, Stratford & Murray, 2014; Kamath, 

2017; Rahman, 2013; Abhayawansa & Azim, 2014). For example, IC disclosure 

practices were investigated in the automotive industry (Slack & Munz, 2016), the 

publicly listed finance and pharmaceutical industries (Mulyadi & Panggabean, 2017) 

and listed companies on the New Zealand Stock Exchange (De Silva et al., 2014; 

Kamath 2017).  

 

IC research exploring the trends of IC disclosure has largely been conducted in 

developed countries such as Italy (Sangiorgi & Siboni, 2017; Veltri & Bronzetti, 

2014; Rossi et al., 2016), New Zealand (De Silva et al., 2014) and the United 
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Kingdom (Rahman, 2013). Developing countries have started performing similar 

studies but the focus to date has chiefly been on corporate entities (Sharma & 

Dharni, 2017; Wang et al., 2016; Ekwe, 2012; Kamath, 2017; Abhayawansa & Azim, 

2014), for example, listed IT companies in India and China (Wang et al., 2016), 

commercial banks in Nigeria (Ekwe, 2012) and pharmaceutical companies in 

Bangladesh (Abhayawansa & Azim, 2014). In South Africa, there is only limited 

research on IC disclosures (Moolman, 2011; Wagiciengo & Belal, 2012; April, 

Bosma & Deglon, 2003). The focus has again been on the private sector. 

Wagiciengo and Belal (2012) and Moolman (2011) examined the IC disclosure of 

the top 40 listed companies on the South African Johannesburg Stock Exchange 

across a range of industries. April, Bosma and Deglon (2003) examined the IC 

disclosure practices of the top 20 listed mining companies.  

 

There has been a slight increase in studies on public sector IC disclosure practices 

(Low et al., 2015; Carlos, Cecilio & Alexandre, 2003; Sangiorgi & Siboni, 2017; 

Ramírez, 2010; Schneider & Samkin, 2008). The focus of IC research in public 

sector organisations appears to focus predominantly on universities (Low et al., 

2015; Sangiorgi & Siboni, 2017; Ramírez, Tejada & Manzaneque, 2015; Ramírez, 

2010; Ramírez & Gordillo, 2014). A literature review search reveals that 

municipalities have thus been largely overlooked in this field of research (Schneider 

& Samkin, 2008; Carlos et al., 2003; Sciulli, Demediuk & Sims, 2002). This study 

aims to narrow this gap by focusing on voluntary IC disclosure made by metropolitan 

municipalities in South Africa in their annual reports. 

 

In summary, the majority of previous studies have focused on voluntary IC 

disclosure in published annual reports, primarily in the private sector. The variation 

in the studies is as a result of the use of different geographical settings, different 

industries and organisational settings. The research approach in examining IC 

disclosure in published annual reports has come under scrutiny and according to 

Dumay and Guthrie (2017:30), it has been extensively researched. However, there 

is still little empirical evidence on IC disclosure practices in the public sector, 

especially in developing countries.  
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1.3 PROBLEM STATEMENT 

IC disclosure research has been gaining momentum. In South Africa the 

metropolitan municipalities are not mandatorily required to report on IC and any IC 

items disclosed are done on a voluntary basis. This study posits that the level and 

quality of IC disclosure by the South Africa’s metropolitan municipalities is at present 

unknown. 

 

1.4 RESEARCH OBJECTIVES 

The main objective of this study is to examine the voluntary disclosure practices on 

IC in the annual reports of South Africa’s metropolitan municipalities over a three-

year period.  

 

This main objective is achieved through the following sub-objective: 

 

 To apply an IC disclosure index using the content analysis method to discern 

central dimensions of IC disclosures through frequency and quality analysis. 

 

1.5 DELINIATIONS AND LIMITATIONS 

This study is subject to a number of limitations. Firstly, it examines data spanning 

three financial years only. This made it difficult to identify more insightful patterns 

and trends that could have been drawn from a longer period. However, as the 

content analysis method is laborious by its very nature, a three-year period was 

deemed appropriate for the completion of the study within a reasonable time.  

 

Secondly, the coding of annual reports was only performed by one researcher and 

therefore the reliability of findings may be questioned. To mitigate this, the 

trustworthiness criteria, namely, credibility, dependability and transferability and 

how these enhanced the coding process, were addressed through the assistance 

of a qualitative methodologist and the qualitative data analysis software, ATLAS.ti 

8™. The researcher was also trained on ATLAS.ti 8™. These measures are 

considered a robust response to enhance the trustworthiness of data when second 

coding cannot be conducted (Guthrie, Petty, Yongvanich & Ricceri, 2004:289; 

Rahman, 2013:135) 
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Thirdly, this study was limited to analysing the voluntary disclosure of IC in the 

annual reports of metropolitan municipalities using an existing IC disclosure index. 

Thus, the findings and conclusions on the disclosure of IC excluded any IC that 

could have been recorded in the financial statements prepared using recognised 

financial reporting standards. This study also does not attempt to determine the 

level of compliance with annual report disclosures as stated by the Municipal 

Management Finance Act.  

 

1.6 ETHICAL CONSIDERATIONS 

Ethical clearance approval to proceed with the document analysis of the 

metropolitan municipalities’ annual reports was granted by the College of 

Accounting Science Ethics Committee (Appendix A). The application was approved 

on 21 November 2017, in compliance with the University of South Africa’s Policy on 

Research Ethics and the Standard Operating Procedure on Research Ethics Risk 

Assessment. The ethical clearance is valid for two years and outlines the ethics 

provisions the researcher must comply with. 

 

1.7 RESEARCH METHOD 

The study adopts a qualitative approach under the theoretical paradigm of 

interpretivism (Schultz & Hatch, 1996:543). Content analysis was used to examine 

the frequency and quality of IC disclosure by metropolitan municipalities in South 

Africa. This method was used to analyse the annual reports of the eight metropolitan 

municipalities (data collection) in order extract meaningful interpretations. The 

content analysis was conducted using ATLAS.ti 8™, a qualitative data analysis 

software package. One of the major benefits of using this type of software is that it 

provides an audit trail which enhances the transparency, validity and 

trustworthiness of the enumeration process.  

 

The study used an established IC disclosure index that categorised IC into human 

capital, structural capital and relational capital. The reasons for adopting this 

disclosure index are outlined in section 3.3.1 of Chapter 3. The index was used to 

develop a codebook which described all the codes i.e. the IC items; it also showed 
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the indicative items used to identify the codes (Appendix C). The coding process 

outlined how annual reports were analysed, enumerated and measured for quality. 

To measure the quality of the IC disclosure, quality scoring criteria were defined, 

with the maximum score assigned for a measure of the highest quality. The primary 

data source was the annual reports of South Africa’s metropolitan municipalities 

over a three-year period (2015 to 2017). The interpretation of results provided 

clarified the patterns and quality of IC disclosure by metropolitan municipalities in 

South Africa. 

 

1.8 SIGNIFICANCE OF THE STUDY 

Firstly, the study contributes to the understanding of voluntary IC disclosure 

practices in the South African metropolitan municipalities and therefore narrows the 

gap between IC theory and practice. Secondly, the findings provide valuable 

insights into the frequency, patterns and quality of voluntary IC disclosure in 

metropolitan municipalities across a three-year period. Thirdly, the results of the 

study may be used by various stakeholders of municipalities such as management, 

regulators and standard-setting bodies to improve disclosure of IC in this sector. 

 

1.9 CHAPTER OVERVIEW 

Outlined below is a summary of the remaining chapters of the study. 
 

Chapter 2: Literature Review 

In this chapter, IC is defined and classified. A literature review analysing previous 

IC studies in the local government sector is conducted. The chapter also describes 

the background to the reforms instituted for accountable reporting in municipalities 

and the disclosure requirements of intangible assets in terms of current accounting 

standards. Lastly, three theoretical perspectives are discussed, namely, Agency 

theory, Stakeholder theory and Legitimacy theory, as an understanding of these 

theories may explain the voluntary disclosure of IC by municipalities. 
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Chapter 3: Research Methodology 

This chapter outlines the methodology adopted in the study. It presents the IC 

disclosure index in detail which was used to examine the frequency of IC disclosure. 

The quality assessment criteria of IC disclosure are also defined. The 

trustworthiness of the coding process is also discussed. 

 

Chapter 4: Results and Discussion 

This chapter presents the results obtained from applying the IC disclosure index to 

examine the annual reports of the metropolitan municipalities in South Africa and 

then discusses the findings of the research.  

 

Chapter 5: Summary, Conclusions and Recommendations Towards Future 

Research 

This chapter summarises the study and draws conclusions on the research findings. 

It also presents opportunities for future research. 
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CHAPTER 2: Literature Review 

 

2.1 INTRODUCTION 

Intellectual capital (IC) has been widely researched in the private sector. In recent 

years, however, there has been a steady increase in the number studies on IC in 

public sector organisations due to their global importance (Ramirez et al., 2016:176; 

Veltri & Bronzetti, 2014:253; Rossi et al., 2016:696). Globally, this growing interest 

in IC in the public sector is a consequence of the implementation of the New Public 

Management (NPM) reforms in government organisations (Rossi et al., 2016:696). 

The shift toward NPM occurred over the 1980s (Hood: 1995:93). According to 

Mphahlele (2010:9), NPM is described as a “general theory on how government can 

get things done and get services organised to citizens”.  

 

From a global perspective, the reforms were necessary to transform public sector 

organisations to be more independent, proficient and results-orientated in managing 

their services (Andrews, 2003:993). This definition corresponds to that of Chittoo, 

Ramphul and Nowbutsing (2009:30) who assert that the objective of the reforms 

was to improve the public services standards, the efficiency of public organisations 

and to create an environment that can attract private sector investment. According 

to Ramirez (2010:250), the NPM reforms contributed positively to introducing 

concepts relating to IC management in the public sector such as a focus on citizens, 

social responsibility and staff professionalism. Similarly, Rossi et al. (2016:697) 

state that the introduction of the NPM to improve the effectiveness and efficiency of 

public entities refocused the use of knowledge and intangibles by public entities to 

improve service delivery.  

 

The NPM reforms were also implemented in South Africa. According to Guthrie and 

Dumay (2015:260), there is a need to find a suitable way to optimise the relationship 

between resources, services and citizens and the accountability of performance 

achieved. IC plays a key role in this approach “as it provides a lens into the inner 

workings of public services and ways to measure and manage resources to meet 

citizens’ expectations” (Guthrie & Dumay, 2015:260). Currently in South Africa there 
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is no specific requirement to report on IC. It is in this context that this study posits 

that the level and quality of IC disclosure by the South Africa’s metropolitan 

municipalities is not known. 

 

Section 2.2 shows how IC is classified into three main categories, namely, human 

capital (HC), relational capital (RC) and structural capital (SC). Section 2.3 provides 

an overview of the existing literature on IC that focuses on the local government 

sector. In section 2.4 the reforms introduced to achieve financial management and 

accountable reporting are explored. Section 2.5 discusses the limitations of current 

intangible asset accounting standards in reporting IC. Lastly, in section 2.6, the 

three common theoretical perspectives i.e. Agency theory, Stakeholder theory and 

Legitimacy theory are discussed to explain the importance of disclosing IC. 

 

2.2 UNDERSTANDING INTELLECTUAL CAPITAL 

This section reviews literature on how IC has been defined and classified in order 

to arrive at a working definition and classification that can be used in this study. 

 

2.2.1 Definitions of intellectual capital  

Although early IC research sought to define IC (Sveiby, 1997; Stewart, 1997; 

Edvinsson & Malone, 1997; Sullivan, 1998), to date, no consensus has been 

reached on a standard definition (Kamaruddin & Abeysekera, 2013:29; Blakenburg, 

2017:33). IC is viewed as a complex phenomenon (Khan & Nouman, 2015:182; 

Lentjušenkova & Lapina, 2016:610), especially since its meaning can differ between 

various service industries or even departments at an organisational level (Low et 

al., 2015:3). Essentially, an IC resource that can add value in one organisation may 

not be useful in another, for example, introducing a certain technological system 

within a municipality may not benefit a company selling motor vehicles. The lack of 

a standard definition is compounded by the use of interchangeable terms when 

referring to IC, for example, intellectual resources (Veltri & Bronzetti, 2014), 

intangible assets (Nielsen & Madsen, 2009; Castilla-Polo & Ruiz-Rodríguez, 2017) 

or intellectual materials (Stewart, 1997). This study use the term ‘IC’. Table 2.1 

below shows the list of different definitions identified in the literature. 
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Table 2.1: Intellectual capital definitions 

Author  Definition of intellectual capital 
 

Stewart (1997) Intellectual material - knowledge, information, intellectual 
property and experience that can be put to use to create 
wealth. 
 

Edvinsson & Malone 
(1997:11) 

The collective sum of knowledge, applied experience, 
organisational technology, customer relationships and 
professional skills used to create value. 
 

Sveiby (1997:10) Intellectual capital consists of the invisible assets of the 
organisation which include human competence, internal 
capital and external capital. 

Sullivan (1998:4) IC consists of the knowledge-based resources that 
contribute to the sustained competitive advantage of the 
firm, or simply knowledge that can be converted to profits. 

International Integrated 
Reportig Council (IIRC, 
2013:12) 

IC consist or organisational knowledge-based resources 
such as intellectual property, systems, procedures and 
protocols. It creates shareholder value by combining 
material, financial and human resources. 

Lentjušenkova & 
Lapina (2016:619) 

IC is the organisation’s assets that include human capital, 
business processes, information, communication 
technologies and intangible assets that can be 
transformed into tangible and intangible value. 
 

Source: Adapted from Blakenburg (2017:11)  

 

Fundamentally, three common themes emerge from the above definitions. Firstly, 

IC is defined as a resource i.e. knowledge than can be converted and used within 

an organisation. The common use of the word ‘knowledge’ by the early researchers 

such as Stewart (1997), Edvinsson and Malone (1997:11) and Sullivan (1998:4) 

also indicates how IC was identified as a vital resource in the context of the 

advancing knowledge economy. Secondly, IC is not a physical asset per se but is 

intangible (Lentjušenkova & Lapina, 2016:619), ‘invincible’ (Sveiby 1997:10) or 

associated with knowledge resources (Sullivan,1998:4). Thirdly, it creates value 

within an organisation in the form of wealth or profits (Stewart, 1997; Sullivan, 

1998:4), shareholder value (IIRC, 2013:12) or competitive advantage 

(Sullivan,1998:4). The IIRC’s (2013:12) definition does not incorporate human 
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capital or external capital. It defines human capital separately and incorporates the 

definition of relational capital with social capital (IIRC, 2013:12).  

 

The above IC definitions are in the context of private sector organisations where 

reference is made to customer relations, shareholder value (IIRC, 2013:12), wealth 

(Stewart, 1997) and profits (Sullivan,1998:4). These definitions can, however, be 

adopted and applied in the public sector as the use of knowledge resources i.e. in 

form of employees or organisational capital (internal business processes) is 

consistent with private sector institutions. References to shareholder value, wealth 

and profit can be replaced by terms more applicable to the public sector such a 

‘stakeholder value’ or ‘service delivery outputs’. This study adapts the definition of 

Sveiby (1997:10) which conceptualises IC as consisting of human capital, structural 

(internal) capital and relational (external) capital. This is a workable definition for 

this study since it is aligned with the IC disclosure index (see section 3.3.1).  

 

2.2.2 Classification of intellectual capital 

This section explores how the various key IC disclosure frameworks were classified 

in order to arrive at a working classification for this study. Roberts (2000:1) states 

that breaking down IC into more than one category is useful insofar as it makes it 

more manageable, as measuring indicators can be identified for each category. 

Table 2.2 below shows a list of prominent IC frameworks developed over the years 

and how IC was classified in each IC framework. 
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Table 2.2: Classification of intellectual capital by various IC disclosure 

frameworks 

Author IC Framework Classification of IC 

Sveiby (1997:12) The Intangible Asset 
Monitor (IAM) 

 Employee competence 
 Structural capital 
 Relational capital 

 
Edvinsson & Malone 
(1997:34) 

The Skandia navigator  Human capital 
 Structural capital 
 Customer capital 

 
Kaplan & Norton 
(1998:184) 

The Balanced Scorecard 
(BSC) 

 Customer perspective 
 Financial perspective 
 Internal perspective 
 Learning and growth 

perspective 
 

Meritum Project (2002:10) The Meritum Project  Human capital 
 Structural capital 
 Relational capital 

 
Danish Ministry of 
Science Technology and 
Innovation (DMSTI) 
(2003:10) 
 

The Danish guidelines on 
IC reporting 

 Employees 
 Customers 
 Processes 
 Technologies 

Intellectual Capital 
Statement – Made in 
Europe (InCas) (2006:25) 

European Intellectual 
Capital Statement 
guidelines 
 

 Human capital 
 Structural capital 
 Relational capital 

 
International Integrated 
Reporting Framework 
(IIRC) (2013:11) 

International Integrated 
Reporting Framework 
(IIRC) 
 

 Human capital 
 Manufactured capital 
 Intellectual capital 
 Financial capital 
 Social and relationship 

capital 
 Natural capital 

 
Source:  Adapted from Abhayawansa (2014:103) 
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It is evident from Table 2.2 that the classification of IC into three categories i.e. 

human capital (HC), structural capital (SC) and relational capital (RC) is common 

practice in the majority of the frameworks (Sveiby 1997:12; Edvinsson & Malone 

1997:34; Meritum Project 2002:10; InCas, 2006:25). Early conceptualisations of 

what constitutes IC were made by Sveiby (1997:10) and Edvinsson and Malone 

(1997:34) by identifying IC as capabilities of employees (human capital) required to 

provide solutions for customers (relational capital) using the capabilities of the 

organisation (structural capital). Models such as the BSC and the IIRC framework 

were not solely designed for IC reporting and include inter alia other capitals such 

as financial capital, natural capital and manufactured capital. This study thus adopts 

the classification of IC into three main categories i.e. HC, SC and RC, which is 

consistent with previous studies (Mulyadi & Panggabean, 2017; Kamath 2017, Low 

et al., 2015; Slack & Munz, 2016; Sharma & Dharni, 2017). 

 

i. HUMAN CAPITAL 

HC includes employees’ abilities, knowledge, skills as well as their experience and 

know-how (Sveiby,1997:10; Edvinsson & Malone,1997:34; Meritum Project 

2002:10; DMSTI, 2003:10). These employee attributes can also represent what the 

employee brings into an organisation in order to add value (InCas, 2006: 25) or what 

the employee takes with them when they leave (Meritum Project 2002:10). Know-

how is a skill that includes the practical proficiency that is acquired mainly through 

training and application (Sveiby,1997:35). Rossi et al. (2016:696) expand the 

definition of human capital by including access to training, the relevance of 

incentives and awards to encourage employees. The use of HC is pivotal for 

municipalities to fulfil their service delivery mandate. A diverse personnel 

complement is needed within a municipality, varying from general administrative 

officials to highly qualified experts such as engineers, town planners, lawyers, 

accountants and personnel managers (Bekink, 2006:326). A typical municipal 

organisational structure also includes a municipal council and executive 

mayor/executive committee which are ultimately responsible for policy and political 

decisions. The IC attributes used in this study to measure HC are listed in Table 

3.2. 
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ii. STRUCTURAL CAPITAL 

Sveiby (1997:10) defines SC as intellectual property, models, procedures, systems, 

cultures and databases which are created by employees but owned by the 

organisation. A more simplified definition is that it represents “everything left at the 

office when the employees go home” (Edvinsson & Malone, 1997:11; Meritum 

Project, 2002:10). DMSTI (2003:11) defines management processes as knowledge 

that is embedded in an organisation’s standard procedures and routines and 

technological support in the form of IT systems such as the intranet and other IT 

software capabilities. Therefore, the management processes and technology 

categories defined by the Danish guidelines form part of SC. The IC attributes used 

in this study to measure SC are listed in Table 3.2. 

 

iii. RELATIONAL CAPITAL 

Sveiby (1997:11) defines RC as external relationships with stakeholders which also 

encompass brand names, trademarks and an organisation’s reputation and image.  

Since metropolitan municipalities have a service delivery mandate, knowledge and 

interaction with their communities in the form of maintaining community databases, 

encouraging community participation and measuring community satisfaction are 

important. RC is also vital in municipalities as municipalities need to maintain 

relationships with various stakeholders (Ştefănescu, Oprişor & Sȋntejudeanu, 

2016:546). Stakeholders are identified as “any group or individual who can affect or 

is affected by the achievement of the organisation’s objectives” (Freeman, 1984:46).  

Table 2.3 below lists the users of municipal financial reports.  

 

Table 2.3: Stakeholders with an interest in municipalities activities 

Source:  Adapted from Fourie, Opperman & Kumar, (2015:623) 

Stakeholder group Examples 
The public Voters, ratepayers, and residents 
Elected officials and employees Municipal councillors and municipal employees 

Regulatory authorities 
 

National government and provisional 
government   

Resource providers Investors, lenders, trade creditors 
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The public, regulatory authorities and resource providers represent external 

stakeholders. Elected officials and employees represent internal stakeholders. The 

IC attributes used in this study to measure RC are listed in Table 3.2. 

 

2.3 INTELLECTUAL CAPITAL RESEARCH ON THE LOCAL GOVERNMENT SECTOR 

This section reviews international studies on IC focusing on the local government 

sector since the early 2000s. This review is relevant for this study since metropolitan 

municipalities are part of local government in South Africa (Nene, 2016:19). Table 

2.4 summarises the characteristics of these studies.  
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Table 2.4: IC studies focused on the local government sector 

Study Country General study comments 
Author Title 

Sciulli, Wise, 
Demediuk & 
Sims (2002) 

Intellectual Capital 
Reporting: An 
Examination 
of Local Government 
in Victoria 

Australia The disclosure of IC was 
inconsistent and varied 
between councils 

Cinca, Molerino 
& Queiroz 
(2003) 

The measurement of 
intangible assets in 
the public sector 
using scaling 
techniques 
 

Spain The provision of council 
services via the Internet is 
related to know-how, the 
culture and the willingness 
to do so  

Del Bello (2006) Intangibles and 
sustainability in 
local government 
reports 

Italy The reporting of IC can be 
improved by integrating it 
with other forms of 
alternative reporting that 
the company has adopted 
e.g. sustainability reports 
 

Schneider & 
Samkin (2008) 

Intellectual capital 
reporting by the New 
Zealand local 
government sector 
 

New Zealand  IC reporting by local 
authorities was varied 
and not occurring 
within a consistent 
framework 

 Incorporating 
disclosure of IC items 
into the annual reports 
of the local government 
sector will enhance the 
discharge of 
accountability  
 

Rossi, Citro & 
Bisogno (2016)  

Intellectual capital in 
action: Evidence from 
Italian local 
governments 

Italy  Few Italian local 
governments report on 
IC 

 IC capital is still largely 
voluntary and if reported 
it is done through social 
reports 

 IC disclosure is 
important for decision 
making 

 
Source: Author 
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In their study, Sciulli, Wise and Demediuk (2002) examined how 77 Victorian local 

councils reported IC in their annual reports in 2000. This was after the Australian 

government had adopted the Best Value Policy as part of the local government 

reforms in Victoria. Under this policy, local governments were under pressure to 

acquire and apply IC to improve the responsiveness to community needs, meet 

costs and quality criteria. The results of the study indicated that the disclosure of IC 

was inconsistent and varied between councils. The authors identified that the 

reason for the inconsistency and variety could be largely attributed to the voluntary 

nature of IC reporting. Furthermore, there was higher disclosure of SC, while the 

disclosure of RC and HC was relatively low. The majority of the councils’ annual 

reports included discussions on the objective of the organisations and management 

processes which formed the disclosure of SC. The study recommended that more 

research be conducted to determine the extent to which IC should be reported and 

whether the paucity of IC reporting at that stage was due to disinterest or technical 

problems. 

 

A study by Cinca, Molerino and Queiroz in 2003 analysed only one IC category, 

namely, RC. The study examined how 72 Spanish city councils offered services 

through the internet. The assessment was done using scaling techniques that 

measured a set of 36 predetermined variables. The variables revealed information 

about the services being provided i.e. variables that indicated the nature of services 

accessible through the internet, variables that related to the provision of transparent 

and legal information and variables that measured social and environmental 

commitment. The results of the study indicated that the effort devoted to providing 

council services via the internet was related to the know-how, culture and 

willingness to do so by employees.  

 

In her study, Del Bello (2006) argues that even though public sector entities are 

clear catalysts, generators and managers of intangibles, they are still largely 

unaware of the importance of disclosing IC. She also states that even though the 

public sector may have recognised the reporting limitations of traditional financial 

statements and may have adopted other forms of reporting such as social, 

environmental and sustainability reports, the reporting of IC was still very scant. She 
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makes a case that IC disclosure by the local government sector in Italy could be 

improved after analysing the degree of IC disclosure in a 2003 local government 

sustainability report. From her analysis, she recommends an IC framework that 

categorises IC into HC, SC and RC to be integrated into local government 

sustainability reports. 

 

Schneider and Samkin (2008) analysed the extent and quality of IC reporting in the 

2004/2005 annual reports of 82 local government authorities in New Zealand. They 

constructed a disclosure index of 26 intangibles and used it to measure the extent 

and quality of IC reporting. Similar to the study of Sciulli et al. (2002), the findings 

show that the disclosure of IC was varied due to the absence of a consistent IC 

framework. The highest reported IC category was SC, followed by RC and then HC, 

which was the least reported category. The most reported IC items (indicators) were 

management processes, followed by distribution channels, business collaborations 

and quality standards. The least reported items were intellectual property and 

licensing agreements. 

 

Rossi et al. (2016) tested to what extent IC was perceived by managers and 

politicians and whether there is a need to measure and disclose it . Qualitative data 

was gathered through a Likert scale questionnaire involving managers and 

politicians of all Italian local governments with more than 40,000 inhabitants. The 

results show that the respondents recognised the importance of disclosing IC 

appropriately and highlighted the significant role of IC in supporting decision-

making. The study also indicated that a large portion of the investigated Italian local 

governments did not provide internal or external reports on IC. However, some of 

them tried to disclose IC within social reports (Rossi et al., 2016:707). The authors 

suggest that the lack of specific regulations or guidelines to report on IC in Italy may 

have limited the adoption of IC disclosure. 

 

All of the above studies were focused on the voluntary disclosure of IC in developed 

countries. Overall, the studies indicate that IC disclosure did not occur within a 

consistent framework, resulting in varied levels of disclosure (Schneider & Samkin, 

2008:480), inconsistent disclosure (Sciulli et al., 2002:56) and low levels of 

disclosure (Rossi et al., 2016:708). The study of Cinca et al. (2003) focused only on 
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RC while all the other studies used the IC disclosure framework that incorporated 

the three common IC categories  HC, RC and SC. Since this study measures IC 

using a similar framework that groups IC into the same three categories, the results 

of the above studies may help to interpret the results of this study. 

 

2.4 REFORMS IN FINANCIAL MANAGEMENT AND ACCOUNTABLE REPORTING 

IN SOUTH AFRICAN MUNICIPALITIES  

In South Africa, NPM reforms were introduced in the 1990s, transforming the public 

sector into a three-sphere government i.e. national, provincial and local (Roux & 

Nyamukachi, 2005:692). The promulgation of the Constitution in 1996 elevated the 

local government sector to an autonomous sphere with its own powers and 

responsibilities (Nene, 2016:24). The Constitution provided municipalities with 

executive and legislative authority to run the affairs of their own communities without 

interference from the national and provincial government (South Africa, Act 108 of 

1996:74). The Constitution also stipulates that the objectives of local government 

are to provide democratic and accountable government for local communities, to 

ensure the provisions of service to communities in a sustainable manner, to promote 

social and economic development, to promote a safe and healthy environment and 

to encourage the involvement of communities and organisations in the matters of 

local government (South Africa, 1996:74; Manyaka & Sebola, 2015:675).  

 

Currently, the local government sector in South Africa consists of municipalities 

(Roux & Nyamukachi, 2005:692). A total of 278 municipalities have been 

established and currently include eight metropolitan municipalities (Nene, 2016:31). 

This study focuses on these eight municipalities which are established in 

metropolitan areas. The White Paper on Local Government defines metropolitan 

areas as “large settlements with high population densities, complex and diversified 

economies, and a high degree of functional integration across a larger geographic 

area than the normal jurisdiction of a municipality” (Department of Provincial Affairs 

and Constitutional Development, 1998: 58).  

 

To effect the constitutional provisions on matters of local government, a host of acts 

was promulgated such as Municipal Structures Act (117 of 1998), the Municipal 
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Systems Act (32 of 2000) and the Municipal Finance Act (56 of 2003) (MFMA). 

These provided the legal framework for changes in the local government sectors’ 

governance and leadership structures as well as promoting integrated development 

planning involving communities, performance management, planning, budgeting, 

sound financial management and disclosure reforms. Since this study is concerned 

with the voluntary disclosure of IC, the reforms implemented to achieve accountable 

reporting are highlighted. The cycle of financial management and accountability 

disclosure is demonstrated in Figure 2.1 below. 

 

 

Figure 2.1: The main components and alignment of the financial 

management and accountability cycle 

Source:  National Treasury (2011:76) 

 

The Integrated Development Plan (IDP) 

The Municipal Systems Act (32 of 2000) prescribes the adoption of the Integrated 

Development Plan (IDP) framework (South Africa, 2000:36). The IDP sets out the 

five-year strategic direction of the municipality’s goals and development plans. This 

plan is developed through a consultation process with the community and needs to 

be aligned with the municipality’s available resources (South Africa, 2000:38). The 

IDP must include measurable key performance indicators and targets which will 

form the basis of performance contracts for service delivery managers (South 

Africa, 2000:38). 
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The three-year budget  

This three year budget report sets out a capital and operating budget allocation of 

funds that need to be aligned with the priorities of the IDP. The MFMA prescribes 

the budget disclosure requirements that municipalities must comply with (South 

Africa, 2000:36).  

 

Service Delivery and Budget Implementation Plan (SDBIP)  

The SDBIP is a detailed plan approved by the mayor in terms of section 53(1)(c)(ii) 

of the MFMA (South Africa, 2003:69). It sets out monthly delivery and financial 

targets aligned with the annual targets set out in the IDP and the budget (Maepa, 

2015:13). The SDBIP lays the foundation for the performance agreements of the 

municipal manager and senior management.   

 

In-year reports 

The MFMA (sections 71 & 72) prescribe the in-year monitoring and disclosure 

requirements to be adhered to by municipalities (South Africa, 2003:85). These 

reports are made to council and include the implementation of the budget and 

SDBIP through monthly, quarterly and mid-year reports (South Africa, 2003:85). 

The in-year monitoring and disclosure mechanisms were, in fact, established to 

monitor the financial position of the municipality and review the ongoing progress 

towards achieving performance objectives.  

 

Annual financial statements  

This report presents the status of the municipality in financial terms i.e. the 

implementation of the budget, the financial position and performance on the 

management of revenue and expenditure (South Africa, 2003:120). These are 

submitted to the Auditor-General, who issues an audit report indicating the reliance 

council can place on the statements in exercising oversight (South Africa, 

2003:124). 

 

Annual report 

The purpose of the annual report is to provide a record of the activities of the 

municipality, to report on performance in service delivery, against the budget and 
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the IDP, to provide information that supports revenue and expenditure decisions 

and to promote accountability to the local community on decisions (South Africa, 

2003:118). The annual report is the key disclosure instrument for the municipality 

prepared by the mayor and management. Table 2.5 below details the non-financial 

reports to be disclosed in the annual report of a public entity as indicated by the 

annual report guideline issued by National Treasury (2013:3). 

 

Table 2.5: Non‐financial information to be disclosed in the annual report 

Part A: General information report Part C: Governance report 

 Strategic Overview 

 Legislative and Other Mandates  

 Organisational Structure. 

 Foreword by the Chairperson  

 Chief Executive Officer’s Overview  

 Portfolio Committees 

 Executive Authority  

 The Accounting Authority/The Board 

 Risk Management 

 Internal Control Unit  

 Internal Audit and Audit Committees 

 Compliance with laws and regulations  

 Fraud and Corruption 

 Minimising Conflict of Interest  

 Code of Conduct  

 Health, Safety and Environmental 

Issues  

 Company Secretary 

 Social Responsibility 

 Audit Committee Report 

Part B: Performance information report 

 Statement of Responsibility  

 Auditor General’s Report: Predetermined 

Objectives  

 Overview of the public entity’s 

performance 

 Strategic Outcome Oriented Goals  

 Performance information by programme 

  Summary of financial information 

Part D: Human resource management 

report 

Human Resources Oversight Statistics 

Source:  Adapted from National Treasury (2013:3) 

 

Table 2.5 indicates that additional reports containing general information, 

governance reports, performance information and human resources reports should 

be included in the annual report. The annual report guidelines and the MFMA do 

not make specific reference to the disclosure of IC, however, as indicated in Table 
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2.5, there is a requirement to include additional reports. The disclosure of these 

reports may result in the disclosure of IC information. It is in this context that the 

study will examine the frequency and quality of voluntary IC disclosure in the annual 

reports of metropolitan municipalities. 

 

2.5 THE CURRENT ACCOUNTING STANDARD AND ITS LIMITATIONS IN 

ACCOUNTING FOR IC 

In South Africa, the Public Finance Management Act (PFMA) requires public entities 

such as municipalities to apply the standards of Generally Recognised Accounting 

Practice (GRAP) when preparing financial statements (RSA, 1999). The standard-

setting body  Accounting Standards Board (ASB)  is responsible for preparing 

and issuing the GRAP standards.  

 

The recognition of IC is not dealt with specifically in the GRAP accounting 

standards. Traditionally, financial accounting methods are largely based on the 

disclosure of tangible assets (Slack & Munz, 2016:77). However, the recognition 

and measurement of intangible assets is addressed as part of the intangible assets 

standard (ASB, 2018). An intangible asset is an identifiable non-monetary asset 

without physical substance (ASB, 2018b:11). GRAP 31 requires intangible assets 

to be recognised when the definition and recognition criteria of an intangible asset 

are met, i.e. it is identifiable, under the control of the entity, can generate future 

economic benefits or service potential and its cost can be reliably measured (ASB, 

2018b:13 & 23). The conceptual framework requires an asset to be recognised 

when it satisfies the definition and measurement criteria (ASB, 2018a:6.2). 

 

The conceptual framework defines an asset as “[a] resource presently controlled by 

the entity as a result of a past event” (ASB, 2018a:5.5). Control of an asset is 

identifiable if it is separable, i.e. it can be sold, transferred, licenced individually or 

arises from a binding arrangement (ASB, 2018b:11). Identifiable intangible assets 

in a municipality which can be controlled and whose cost can reliably be measured 

may include patents, trademarks, licences, research and development and 

copyrights (ASB, 2018b:21). An entity controls an asset if it has the power to obtain 

future economic benefits from using the asset and can restrict others’ access to 
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those benefits (ASB, 2018b:12). The costs incurred in the acquisition, development 

and construction are used to recognise the intangible asset (ASB, 2018b:14) 

There are internally generated, intangible assets that cannot be separately 

identified, controlled or measured, for example, loyalty of customers, skilled 

employees or established reputation. It is difficult to prove control over a skilled 

employee or loyal customer who can independently decide to leave the entity or not 

purchase from the entity (ASB, 2018b:18). GRAP 31 also prohibits the capitalisation 

of any internally generated intangibles as the costs incurred in respect of these 

cannot be distinguished from the cost of developing the entity’s operation as a whole 

(ASB, 2018b:21). Only development costs that meet all the following criteria can be 

capitalised: “the technical feasibility of completing the intangible asset; its intention 

to complete the intangible asset and use or sell it; demonstrate how the intangible 

asset will generate probable future economic benefits or service potential” 

(ASB, 2018b:19). An example is if a municipality develops a database that will be 

used to determine the ownership of property within its jurisdiction. The database will 

assist the municipality to identify areas where services are required. Since the cost 

of developing the database was incurred by the municipality to meet its statutory 

obligations, it cannot be capitalised. Such costs should be recognised as an 

expense rather than an intangible asset (ASB, 2018b:21).   

 

In summary, standard-setting bodies such as the ASB, have taken the conservative 

approach of recognising intangible assets. The difficulty in recognising IC as an 

asset is that compliance with all the recognition requirements i.e. separate 

identification, control or measurement, should be met. Despite the importance of IC, 

there is currently no specific legislation or accounting standard that prescribes the 

disclosure of IC in South Africa. To a limited extent, intangible assets can be 

recognised when recognition criteria of GRAP 31 are met. Thus, users of the 

financial statements have an incomplete picture about the intangible assets owned 

by municipalities. 

 

2.6 THE THEORETICAL BASIS OF VOLUTANRY DISCLOSURE OF IC  

There is a need to theorise why metropolitan municipalities would voluntarily 

disclose IC information. There is scant research on IC disclosure providing a 
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theoretical basis to interpret findings (Veltri & Bronzetti, 2014, Wagiciengo & Belal, 

2012:8, Schneider & Samkin, 2008). In their study, Veltri and Bronzetti (2014) 

investigate whether IC reports where used by an Italian non-profit organisation as 

an effective tool to account to their stakeholders (stakeholder theory) or whether 

they were used simply as an image-building tool (legitimacy theory). Schneider and 

Samkin (2008) only focused on stakeholder theory, linking it to IC disclosure that 

can result in transparent and accountable disclosure to local government 

stakeholders. Agency theory was used to justify supplementary disclosure in the 

Cyprus public sector (Krambia-Kapardis, Clark & Zopiatis, 2016). All three theories 

are discussed in this study to explain the voluntary disclosure of IC by municipalities. 

 

2.6.1 Agency theory 

Agency theory can be described as the relationship between two parties where one 

is a principal and the other is an agent (Eisenhardt, 1989:58). The theory is based 

on the key assumption that “all individual action is driven by self-interest and that 

individuals will act in an opportunistic manner to increase their wealth” (Deegan & 

Samkin, 2009:71). Even if the parties involved are engaged in cooperative 

behaviour, they may have problems where the agent may behave opportunistically 

and with self-interest to minimise their risks (Eisenhardt, 1989:59). In the context of 

municipalities, a stakeholder is considered to be the principal while managers and 

politicians are the agent. 

 

Linking the opportunistic behaviour to disclosure, the preparers of municipal 

financial reports, as agents, may prepare public reports which may omit certain 

types of information. For example, risks for municipal stakeholders could be lack of 

credible public reports due to corruption, inefficiencies, lack of capacity, tax payers’ 

money not being used for service delivery and social and economic development. 

According to Krambia-Kapardis et al., (2016:233), this can lead to the perceived risk 

that there is an information expectation gap or an information quality expectation 

gap. If the information is not equally accessible to both parties, it may create 

problems leading to information asymmetries between the agent and the principal 

(Eisenhardt, 1989:60). Information asymmetry is a key concept of agency theory. It 
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arises when one party, (usually an agent), has an information advantage over 

another party (the principal) (An, Davey & Eggleton, 2011:573).  

 

The municipality can reduce information asymmetries by disclosing additional 

information relevant for the decision-making of stakeholders. In terms of IC 

disclosure, the municipality can provide information that relates to attributes in 

human capital, structural capital and relational capital. In doing so, transparency is 

increased, stakeholder will have more information and the perceived risk of non-

disclosure will be reduced (Blakenburg, 2017:79, Ramirez, Tejada & Manzaneque, 

2016:189).  

 

2.6.2 Stakeholder theory 

A stakeholder refers to “those groups who are vital to the survival and success of 

the organisation” (Fontaine, Haarman & Schmid, 2006:4). Section 2.2.2 above listed 

the various stakeholders of municipal entities. Stakeholder theory challenges 

organisations which operate within a broad social system such as municipalities to 

positively be accountable to the various stakeholders (An et al., 2011:575). These 

stakeholders also have a reasonable right to information concerning the municipality 

(Fourie, Opperman & Kumar, 2015: 622). 

 

Stakeholder theory suggests that managers must formulate and implement 

processes which satisfy their stakeholders in a strategic manner. This poses the 

challenge of balancing the conflicting requirements of the various stakeholder 

groups (Blakenburg, 2017:82). In this case, stakeholder analysis is necessary by 

an entity to address the various information needs of its different stakeholders 

(Cohen & Karatzimas, 2015:454). Fourie et al. (2015:622) provide further analysis 

about the needs of the stakeholders in terms of the information that is disclosed. 

They give the example of the public needing to know how its money is spent, which 

is achieved by evaluating the performance of the municipality and determining 

whether public interests have been served. Elected councils and parliament officials 

need to assess whether the municipality is spending within its budget and whether 

approved activities have been achieved. Employees need to assess the ability of 

the municipality to provide remuneration and retirement benefits. Therefore, 



 
 

28 
 

municipalities need to be aware of their stakeholder requirements to be able to 

maintain these relationships and to report relevant information. Since IC has been 

identified as a vital resource for the effective functioning of public sector 

organisations (Kamaruddin & Abeysekera, 2013:32), its disclosure can be of 

significance to stakeholders. Municipalities can use IC disclosure to convey 

stakeholder related information that could improve relationships with stakeholders. 

 

2.6.3 Legitimacy theory 

According to Deegan (2002: 293), legitimacy theory is related to the concept of a 

social contract, where an organisation that forms part of the broader social system 

exists to the extent that society considers it to be legitimate. Legitimacy is 

considered to be achieved when there is harmony between organisational 

behaviour and social values (Alcaraz-Quiles, Navarro-Galera & Ortiz-Rodríguez, 

2014:57). Breaches in this social contract can threaten the survival of the 

organisation (Deegan, 2002:293). 

 

Municipalities have a constitutional mandate to provide basic services to 

communities and therefore have a greater need for legitimacy. They are also the 

level of government that is closest to society and therefore, its existence, growth 

and continuity rely to a large extent on the continued support of its stakeholders e.g. 

ratepayers (Maepa, 2015:3). If the ratepayers are not satisfied with how the 

municipality is being operated, for example, due to a lack of service delivery, the 

community members may protest against the municipality. Municipalities can 

respond to threats of legitimacy by providing additional disclosure to mitigate the 

citizens’ concerns. Deegan (2002: 298) argues that whilst an organisation may 

disclose information to maintain its legitimacy, the motivation to do so should be 

based on maintaining accountability and transparency objectives.  

 

In their analysis of whether IC reports were used as an accountability tool or 

reputational tool, Veltri and Bronzetti (2014) investigated an Italian non-profit 

organisation with an outstanding reputation for disclosing its IC. Their investigation 

included analysing the IC disclosure model used, the informative power of IC 

indicators for the stakeholders, the attitude of the organisation towards its 
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stakeholders and the aim of the assurance of IC reports. From their analysis, it 

emerged that the Italian non-profit organisation had a managerial rather than 

accountability aim. In fact, neither IC report seemed to provide stakeholders with 

information which highlighted the organisation’s value creation. Instead, the IC 

report was used by managers to enhance the credibility of IC reports and build the 

corporate reputation of the non-profit organisation. In summary municipalities can 

gain or maintain legitimacy by voluntarily disclosing IC to influence societal 

perceptions and strengthen stakeholders' trust in government.  

 

2.7 CONCLUSION 

This chapter explored the definition, classification and disclosure of IC. The IC 

framework that categorises IC into three categories, namely, HC, RC and SC, was 

adopted, which is consistent with the IC disclosure index used in this study. From 

the definitions of each IC category, it was deduced that IC represents the collective 

knowledge embedded in the personnel, organisational routines, systems processes 

and network relationships of an organisation. A review of prior research indicated 

that IC disclosure was not occurring within a consistent framework. This resulted in 

varied levels of IC disclosure, inconsistent disclosure and low levels of disclosure. 

The majority of the studies used the IC disclosure framework that incorporated the 

three common IC categories  HC, RC and SC. Since this study measures IC using 

a similar framework, this will enable a general comparison of the results with other 

studies.  

 

Due to the nature of the study, namely, a focus on voluntary IC disclosure, it was 

necessary to review how municipalities reported to their stakeholders. The chapter 

examined recent reforms to increase transparency and accountability of external 

disclosure to stakeholders and discussed the current treatment of intangible assets 

by municipalities. Currently in South Africa, there is no specific requirement for 

metropolitan municipalities to report on IC. The need to do so was motivated using 

three theories  agency theory, stakeholder theory and legitimacy theory. The next 

chapter will address the research methodology.  



 
 

30 
 

CHAPTER 3: Research Methodology 

 

3.1 INTRODUCTION 

This chapter presents the research methodology and method used to answer the 

research objective that underpins this study, namely, to examine the frequency and 

quality of intellectual capital (IC) disclosure in the annual reports of metropolitan 

municipalities. Guthrie, Petty, Yongvanich and Ricceri (2004:419) explain that 

“methods are the means whereby one collects and analyses data” whereas 

“methodology refers to the philosophical issues which underlie those methods”. 

Firstly, an overview of the methodology adopted in study is given, followed by the 

overview of the technique used to analyse the annual reports. The construction of 

the IC disclosure index is also discussed, as well as the in-depth coding process 

followed in the study.  Lastly, the limitations of the coding process are outlined. 

 

3.2 METHODOLOGY 

This section explains the methodological approach and the philosophical issues that 

underlie the methodology. This study adopted a qualitative research methodology 

which is defined as the examination of phenomena in detail by using research 

methods such as in-depth interviews, observation, content analysis and visual 

methods (Roller & Lavrakas, 2015:5). This study approached the qualitative 

research by applying the content analysis method under the theoretical paradigm of 

interpretivism (Schultz & Hatch, 1996:543). The interpretivist paradigm in qualitative 

research is used to make sense of phenomena in terms of the meanings people 

attach to them (Taylor, Bogdan & DeVault, 2015:5). 

 

According to Flick (2015:24), the interpretivist paradigm assumes that “meanings 

are produced and exchanged in interpretive processes where research has to begin 

with analysing the concepts produced and used in these processes”. Therefore, the 

interpretation applied in this study will provide meaning about the frequency and 

quality of IC disclosure undertaken by metropolitan municipalities in South Africa. 

According to Low, Samkin and Li (2015:784), an interpretivist paradigm is 
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appropriate since IC lacks a definitive form and its subjective and abstract nature 

make it difficult to measure.  

 

3.3 METHOD 

The above qualitative approach was applied using the content analysis method. 

This method is a data collection technique that involves codifying and quantifying 

the disclosure of documents into pre-defined categories. This is done to identify 

trends in how the information was presented and disclosed, in a systematic, 

objective and reliable manner (Guthrie et al., 2004:287; Grbich, 2013:191). Content 

analysis is also used to extract meaningful interpretations of trends (Roller & 

Lavrakas, 2015:230; Sandelowski, 2001:23).  

 

In this study, the content analysis method was used to enumerate (count) IC items 

identified in the annual reports of the eight metropolitan municipalities (data 

collection) and to analyse the data collected in order extract meaningful 

interpretations. The dual use of content analysis (both as a method of data collection 

and data analysis) is often used when dealing with documentary data (Bowen, 

2009:29).  

 

The analysis of data in order to draw meaningful interpretations is based on the 

work of Sandelowski (2009:212) and Grbich (2013:191), who indicate that 

qualitative analysis may contain enumerative or quantised features of the 

information provided. Enumerating or quantised data within the qualitative approach 

means the repetitive ‘count’ of a feature or phenomenon (in this study, the frequency 

of disclosure and quality of IC items identified in the annual reports of metropolitan 

municipalities). The interpretation of results from the enumerative qualitative 

process is not an exact count, but an interpretive act to pinpoint patterns of IC 

disclosure practices (Sandelowski, 2001:231). The amount of disclosure for each 

IC item signified the importance of its disclosure placed by the reporter, since they 

have editorial and content control of the information disclosed in the annual reports.  

 

To apply the content analysis method, the researcher used ATLAS.ti 8™, a 

qualitative data analysis software (QDAS) tool. ATLAS.ti 8™ is capable of analysing 
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various multimedia formats including rich text format documents which were used 

in this study in the form of annual reports (Archer, Van Vuuren & Van der Walt, 

2012:1). The researcher attended training sessions on how to utilise ATLAS.ti 8™ 

and is well acquainted with the working of the software. The benefits of using 

ATLAS.ti 8™ as a QDAS have been highlighted by different authors (Paulus, 

Woods, Atkins & Macklin, 2015; Goebel, 2015:690; Leech & Onwuegbuzie, 2007). 

Paulus, Woods, Atkins and Macklin (2015:2) indicate that QDAS has the potential 

to make data analysis more explicit i.e. by providing an audit trail of the enumerating 

process, therefore improving the transparency, validity, robustness and 

trustworthiness. QDAS enables the researcher to work efficiently using large 

amounts of data as it provides excellent tools for recording, storing, indexing and 

sorting of data (Leech & Onwuegbuzie, 2007:578). The literature review indicates 

that researchers have started to embrace the use of QDAS when performing content 

analysis to assess IC disclosures (Kamath, 2017; Ramanauskaite & Laginauskaite, 

2014). This is an improvement from previous studies that performed manual 

analysis, mainly using coding sheets (Low et al., 2015; Sharma & Dharni, 2017, 

Rahman, 2013; Slack & Munz, 2016; Ienciu & Matiș, 2014; Abhayawansa & Azim, 

2014).  

 

Overall, the qualitative content analysis of annual reports required the use of 

subjective (paradigmatic, interpretive) judgements in order to assign an IC code to 

data identified in the annual reports (Wang et al., 2016:512). When using QDAS, 

the researcher performs the analysis of the data (Basit, 2003:145) and therefore 

has control over coding the data according to its contextual meaning and inference. 

Although steps were taken to ensure the trustworthiness of the coding process, this 

does not discount the possibility that errors or omissions were not built into the 

subjectivity. Notwithstanding this caveat, the study is qualitative and intends to 

provide a grounded and credible representation of a body of data, which was 

analysed using the interpretive methods at the disposal of the qualitative 

researcher. 

 

According to Goebel (2015:684) and Guthrie et al. (2004), many of the studies that 

used content analysis to enumerate IC reports cannot be meaningfully compared 

due to various reasons. Firstly, the disclosure frameworks in each study were 
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generally not consistent (Goebel, 2015:684). Secondly, the studies were conducted 

in various countries and the differences in location and culture could limit 

comparability (Guthrie et al., 2004:290). The use of different coding rules by 

researchers also limits comparability across studies (Goebel, 2015:687)  for 

example, differences in the unit of analysis or data or whether or not the quality of 

disclosure was assessed. 

 

3.3.1 IC disclosure index 

The IC disclosure index used in this study categorises IC into three IC categories  

human capital (HC), relational capital (RC) and structural capital (SC). A review of 

the literature indicates that this disclosure index has been used in various other 

studies (Mulyadi & Panggabean 2017; Slack & Munz, 2016; De Silva et al., 2014; 

Rahman, 2013). Appendix B list examples of some of these studies. The consistent 

use of this index indicates that it has “achieved mainstream acceptance” (Rahman, 

2013:117). Although the IC disclosure index used in various studies has commonly 

been classified into the three IC categories mentioned above, the list of IC items 

within each IC category may differ as authors may amend the index to suit the 

particular context of their study (Low et al., 2015; Slack & Munz, 2016; Wang et al., 

2016; Guthrie & Petty, 2000; Schneider & Samkin, 2008).  

 

The IC disclosure index used in this study was adopted from Schneider and 

Samkin’s 2008 study, as shown in Table 3. below. Schneider and Samkin’s index 

was used to examine annual reports in the New Zealand local government sector. 

Cabrita, Ferreira, Ribeiro da Silva, Maria de Lurdes, Rodrigues, Deunas and Maria 

de Pilar (2017:494) argue that the adoption of an IC disclosure index can be justified 

if it has been used in a previous study with a similar organisational context. It is for 

this reason that this study adopted Schneider and Samkin’s index as metropolitan 

municipalities in South Africa operate in the local government sector.  
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Table 3.1: Preliminary IC disclosure index  

Structural capital Relational capital Human capital 

1. Intellectual property 

2. Management philosophy 

3. Management 
processes 
 

4. Culture/values 
 

5. Information/networking 
systems 
 

6. Financial relations 

7. Promotional tools 

 
 

1. Brands 

2. Ratepayer database 

3. Ratepayer 
demographics 

4. Ratepayer 
satisfaction 

5. Backlog work 

6. Distribution 
channels 

7. Business 
collaborations 

8. Licensing 
agreements 

9. Quality standards 

 

1. Know-how 

2. Employee education 
programmes 

3. Vocational 
qualification of 
employees 

4. Work-related knowledge 
of employees 

5. Cultural diversity  

6. Equal employment 

7. Entrepreneurial 
innovativeness 
 

8. Executive 
compensation plan 

9. Training programmes 
 

10. Union activity 
Source:  Schneider & Samkin (2008) 

 

In Table 3.1, the three IC categories are further broken down into IC items or 

indicators that reflect the characteristics of each IC category. According to Goebel 

(2015:689), the majority of the IC items, highlighted in bold have been widely used 

as part of an IC disclosure index in previous studies (Mulyadi & Panggabean 2017:4; 

Slack & Munz, 2016:83; De Silva et al., 2014:162; Rahman, 2013:120).  

 

The above IC disclosure index was slightly modified to make it applicable to the 

South African context. According to Goebel (2015:683), this is a common approach 

that has been applied in various studies (Slack & Munz, 2016; De Silva et al., 2014; 

Kamath, 2017; Rahman, 2013; Schneider & Samkin, 2008). This modification is 

necessary as the studies differ in terms of location, industry and organisation type.  
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The study conducted by Guthrie and Petty (2000) to examine IC disclosures in 

Australian companies was one of the initial prominent study to adopt the IC 

disclosure index. Guthrie and Petty’s (2000:246) disclosure index consisted of 26 

IC items subdivided into 6 HC items, 9 RC items and 11 SC items. Schneider and 

Samkin (2008:87) adopted and modified the disclosure index used by Guthrie and 

Petty (2000), using a stakeholder panel to tailor it to the local government sector in 

New Zealand. Their modified list consisted of 26 items, sub-divided into 10 HC 

items, 9 RC items and 7 SC items (see Table 3.1 above). They removed irrelevant 

items such as franchising agreements, favourable contracts, customer loyalty and 

company names.  

 

In a recent study, Wang, Sharma and Davey (2016:513) also adopted the IC 

disclosure index used by Guthrie and Petty (2000) to examine IC disclosure in 

Indian and Chinese companies. Their final list consisted of 15 IC items, with some 

items being amalgamated based on prior IC disclosure studies. This study modified 

the above IC disclosure index after the initial coding of three annual reports 

(approximately 10% of the 24 annual reports sample size) and the following 

changes were made:  

 

a) The financial relationships item was reclassified from the SC category to the 

RC category. Stakeholders in this item are identified as external stakeholders 

and the reclassification reflects the accurate nature of the relationship. 

b) Promotional tools were reclassified from the SC category to the RC category 

as promotions were used to promote the metropolitan municipalities to 

external parties. 

c) Entrepreneurial innovativeness was reclassified from the HC category to the 

RC category. This category was relevant in previous IC studies conducted in 

the corporate environment where employees needed to demonstrate 

entrepreneurial innovativeness to create new business for the company. In 

the South African context, entrepreneurial innovativeness can be associated 

with development of the economy by metropolitan municipalities in the form 

skills development or supporting entrepreneurs. This is associated with 

external stakeholders and hence justifies the reclassification. 
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d) The term ‘ratepayer’ was replaced with the term ‘community’ as from a South 

African perspective, it is more inclusive. It includes ratepayers, residents of 

the municipality, any civic or non-government organisations, private sector 

or labour organisations or bodies involved in the local affairs of the 

municipality (City of Tshwane Annual Report, 2016:9).  

e) Community participation was included as part of RC category as it represents 

the democratic involvement of external stakeholders in the affairs of the 

metropolitan municipalities. 

f) Ratepayer database and ratepayer demographics are contextually similar 

and were therefore combined into a new item, namely, community database. 

g) Due to similarities between the two, employee know-how was combined with 

work-related knowledge of employees. 

h) Due to their similarities, employee education programmes and vocational 

qualifications of employees were combined with training programmes. 

i) Union activity, cultural diversity and equal employment were incorporated 

into a new item named ‘employee profile’. Employee profile is a broader 

category. 

 

Table 3.2 below shows the modified IC disclosure index used in this study. The IC 

disclosure index used indicates a total of twenty-two IC indicators/items across the 

three main categories. The SC category is split into five items, the RC category is 

split into twelve items and the HC category is split into five items. Table 3.2 also 

shows the descriptions of each item.  
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Table 3.2: Modified IC disclosure index applied in this study 

IC-subcategory Description 

Structural capital 

1. Intellectual property Comprises patents, copyrights and trademarks 

2. Management philosophy As evidenced by vision or mission statements 

3. Management processes Relates to processes within a company 

4. Culture/values 
 

Comprises the attitudes, experiences, beliefs and 
values of the company 

5. Information/networking 
systems 

Details the development, application and impact of 
information/networking systems 

Relational capital 

1. Financial relations 

 

Relationships between the company and finance 
providers, such as banks 

2. Promotional tools 

 

Refers to the advertising that the metropolitan 
municipality does to promote its services or its 
region 

3. Brands Details of brands and reputation building 

4. Community database 
 

Database of all community members 
and information relating to community  

5. Community satisfaction Indication of community satisfaction 

6. Community participation Indication of community participation 

7. Backlog work Relating to unfinished/un-started projects. 

8. Distribution channels 
 

Information regarding how a metropolitan 
municipality’s service and products reach its 
customers. Included infrastructure assets owned 
and/or used by the local authority to provide 
products and services 

9. Licensing agreements 
 

Licensing agreements held by metropolitan 
municipalities 

10. Business collaborations Business collaboration involving the municipality 

11. Quality standards 
 

Adherence to quality assurance programmes or 
standards 
 

12. Entrepreneurial 
innovativeness 

Development of the economy in the form of 
creating business or supporting entrepreneurs 
 

Human capital 

1. Executive compensation plan Details of executive remuneration of municipal 
managers and Councillors 
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2. Employee relations Details of employment programmes or initiatives 

3. Employee profile Demographic information of employees 

4. Training programmes 
 

Training programmes undertaken or provided by the 
municipality 

5. Work-related knowledge of 
employees 

Know-how of employees gained ‘on the job’ or as 
part of ongoing training 

Source:  Adapted from Schneider & Samkin (2008) 

 

The above IC disclosure index was subsequently used to develop a detailed 

codebook (Appendix C). The codebook lists a set of codes i.e. the IC items, a 

description and indicators for each item and an example of disclosure for each item. 

The description and indicators were adopted from previous studies (Schneider & 

Samkin, 2008; Rahman, 2013). The examples listed in the codebook (Appendix B) 

were derived from the initial coding of the three annual reports. This was necessary 

to probe the description of the code and to test the reliability of the codebook. 

According to DeCuir-Gunby, Marshall and McCulloch (2011:138), codebooks are 

essential in analysing qualitative research as they provide a formalised operational 

approach to the process of coding. 

 

3.3.2 Population and sample 

South Africa has a total of 278 municipalities, comprising eight metropolitan 

municipalities, 44 district municipalities and 226 local municipalities. These are 

classified into the following three categories (Nene, 2016:31, RSA, 1996): 

 

 Category A: A municipality that has exclusive municipal executive and 

legislative authority in its area (metropolitan). 

 Category B: A municipality that shares municipal executive and legislative 

authority in its area with a Category C municipality, within whose area it falls 

(non-metropolitan). 

 Category C: A municipality that has municipal executive and legislative 

authority in an area that includes more than one municipality (non-

metropolitan). 
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The study focuses on the eight Category A metropolitan municipalities which are 

indicated in Table 3.3 below. A Metropolitan area is defined as a large settlement 

area with high population densities, complex and diversified economies 

(Department of Provincial Affairs and Constitutional Development, 1998: 58), 

Metropolitan municipalities are found in large cities where the economic hubs of the 

country are situated. They are better resourced when compared to other 

municipalities in category B and C due to their high population. Similar to 

companies, the disclosure of information by the metropolitan municipalities to 

stakeholders, due to its size is likely to be more comprehensive than that of                          

a smaller municipality (Wang et al., 2016:512).  

 

Table 3.3: Metropolitan municipalities and their province 

Name of metropolitan municipality Province 
 

Buffalo City Eastern Cape 

City of Cape Town Western Cape 
 

City of Ekurhuleni Gauteng 
 

City of Johannesburg Gauteng 
 

City of Tshwane Gauteng 
 

eThekwini Metropolitan KwaZulu-Natal  

Mangaung   Free State 
 

Nelson Mandela Bay Eastern Cape 
 

Source: Adapted from https:// municipalities.co.za (24 January 2018) 

 

3.3.3 Data 

Annual reports remain the most important source of both financial and non-financial 

information for many stakeholders (Wagicengo & Belal, 2012:15). The literature 

indicates that the use of annual reports to examine IC disclosure is common as the 

disclosure of IC has been identified even when done on a voluntary basis. (Guthrie 
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et al., 2004; Low et al., 2015; Slack & Munz, 2016; Wang et al., 2016; Rahman, 

2013).  

 

Metropolitan municipalities in South Africa are required by law to publish an annual 

report every year in order to provide a record of their activities (South Africa, 

2003:118). These annual reports were downloaded from each municipality's 

website. Although currently there is no mandatory requirement for the municipalities 

to disclose IC in their annual reports, various other reports that are required to be 

included in their annual report may include IC.  

 

An annual report is prepared using historic information and therefore allows for a 

longitudinal analysis over a period of time (Guthrie et al., 2004:287; Slack & Munz, 

2016:68). Numerous studies of a longitudinal nature have been conducted (Slack & 

Munz, 2016; Kamath, 2017; Low et al., 2015; De Silva et al., 2014; Veltri & Bronzetti, 

2014; Sharma & Dharni, 2017; Lim, White, Lee & Yuningsih, 2017). Some studies 

have used longitudinal periods that are extensive, for example, 35 years (Rahman, 

2013), 30 years (Slack & Munz, 2016) and 10 years (Veltri & Bronzetti, 2014; 

Sharma & Dharni, 2017). The present study limited the longitudinal period to three 

years in order to conclude the research within a reasonable time.  

 

The annual reports selected for this study spanned the years 2015 to 2017. The 

three-year period is also consistent with the longitudinal period used by other 

researchers (Low et al., 2015, Ramanauskaite & Laginauskaite, 2014; Lim et al., 

2017). The period is long enough to identify any shifts in IC disclosure patterns 

conveyed by management and is also an improvement on studies that have focused 

on a single year (Sharma & Dharni, 2017; Sangiorgi & Siboni, 2017; Mulyadi & 

Panggabean, 2017; Ienciu & Matiș, 2014; Abhayawansa & Azim, 2014).  

 

All the reports disclosed in the annual reports were analysed except for the auditor-

general’s report and the annual financial statements. This approach is consistent 

with other researchers who have performed similar studies (Slack & Munz, 2016; 

Schneider & Samkin, 2008). The auditor-general’s report was excluded since it is 

not prepared by management and is an external audit report used to express an 

opinion on the audit findings of the financial statements. The financial statements 
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were excluded as they generally do not provide for the recognition of IC and only 

recognise intangible assets. This study excluded the coding of images, graphs or 

diagrams as the interpretation of their meaning was highly subjective and difficult to 

understand (Guthrie et al., 2004:288).  

 

3.3.4 Data collection and analysis 

The section outlines the practical process employed using the content analysis 

method to code the annual reports of the eight metropolitan municipalities. More 

specifically, the section describes how two key processes were used to code the 

reports i.e. the enumeration of annual reports for the frequency and quality of IC 

disclosures. Documenting these steps is important as it demonstrates that a 

rigorous, credible and meaningful process was undertaken in coding the reports. 

ATLAS.ti 8™ was used to systematically organise the reports, enumerate them and 

synthesise the results.  

 

Firstly, all 24 annual reports were imported into a project file and each renamed to 

identify the metropolitan municipality and the year the annual report related to. Each 

annual report was then read and the coding process outlined in Figure 3.1 below 

was followed. 
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Figure 3.1: Overview of the coding process applied on the annual reports 

Source: Author 

Step 1: Does the information 

disclosed in annual report in 

terms of section 2.2.1 relate to 

IC? 

Step 2: Which IC category in terms of 

section 2.2.2 can it be classified into?

Structural capital Relational capital Human capital 

If the answer is yes 

If the answer is no 

Do nothing 

Step 3: Which IC item in terms of Appendix C does the information relate to? 

Step 4: What is the quality of 

the IC disclosure identified? 

Q1 

Narrative form 

Q2 

Narrative and 

numerical form 

Q3 

Narrative and 

monetary form 

 

Q4 

Narrative, 

numerical and 

monetary form 
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The first three steps outlined in Figure 3.1 relate to the first key process of the 

enumeration of annual reports i.e. the frequency of IC disclosure. Analysing the 

frequency of disclosure includes identifying whether the information disclosed 

relates to an IC category, and if that is the case, which IC item it relates to (Appendix 

C). This process of assigning an IC category and an IC item e.g. SC - management 

process (IC code) to a piece of text can be described as coding. According to Basit 

(2003:144), a code is this instance is used to label the information disclosed based 

on how it contextually connects with the description of the IC item. Once a code 

been assigned to a piece of text, a quotation in ATLAS.ti 8™ is created. This 

represents a unique identifier for each piece of information that has been coded. A 

quotation report can be generated that lists all the quotations and assigned codes. 

The benefit of the quotation report is that it provides and audit trail of how the codes 

were assigned to the information disclosed in the annual reports. The quotation 

report thus enhances the credibility and transparency of the coding process.  

 

When assigning an IC code, care was taken to observe the principles of mutual 

exclusiveness. In this study, information is regarded to be mutually exclusive if the 

same text is not assigned to more than one IC item (Rahman, 2013:132). An IC 

code can be assigned across several words (a phrase), sentences or paragraphs 

depending on where the discussion began and ended. To preserve the principles of 

mutual exclusiveness, the following precautions where observed. 

 

Firstly, the use of words as recording units was excluded as they are less capable 

of inferring meaning or being interpreted without context. This issue was identified 

during the coding process of the first three annual reports, as indicated in the 

example below: 

 

Strategies that used to be aimed at merely building houses for Cape Town’s people 
or addressing delivery backlogs have been replaced with a comprehensive 
integrated human settlements framework aimed at delivering quality, affordable and 
secure housing opportunities, supported by a comprehensive range of City services 
(Cape Town Annual Report, 2016:104). 

 

At first glance, the information in this excerpt is likely to convey information about 

relational IC because of the use of the word ‘backlog’. If the words were taken as 
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the recording unit, the code recorded would be relational IC: backlog. However, 

when the full message is read within context, the word backlog is more accurately 

understood as conveying a management process (another IC item, categorised in 

the structural IC category), introduced to deliver quality, affordable and secure 

housing opportunities. It is evident that simply using a word as a recording unit 

would have captured an incorrect code because it does not accurately convey the 

real meaning of the information. 

 

Secondly, the use of sentences as recording units can lead to double counting as 

more than one IC index may exist in a single sentence. This is illustrated in the 

example below: 

 

Significant progress has also been made in preparing a Coastal Spatial and 
Economic Development Framework for consultation with stakeholders in 2016/17. 
(Cape Town Annual Report, 2016:50).  

 

In the above excerpt, two different IC categories can be identified in the same 

sentence. The preparation of a Coastal Spatial and Economic Development 

Framework represents a management process which is classified in the structural 

IC category. Consultation with stakeholders represents community participation 

which is classified in the relational IC category. To avoid violation of the mutual 

exclusiveness principle, a subjective judgement of the dominant IC category was 

made in order not to separate the sentence (Rahman, 2013:131). Therefore, in this 

instance the dominant category is structural IC, as the consultation with 

stakeholders must still take place.  

 

Lastly, the use of paragraphs as recording units is not ideal. Similar challenges of 

mutual exclusiveness exist, as indicated in the example below: 

 

Currently, the City has 12 staff members who are designated as environmental 
management inspectors and perform their functions while stationed in province’s 
department of environmental affairs and development planning. The two institutions 
are busy developing an as environmental management inspector’s forum, which will 
coordinate the environmental management inspector’s functions and operations 
within the metropole and will report to the national department of environmental 
affairs. (Cape Town Annual Report, 2016:92).  
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The excerpt above shows a paragraph conveying more than one category of IC. 

The first sentence is about the employment of the 12 staff, designated as 

environmental management inspectors. This would be categorised as human IC 

and indexed as ‘employee profile’. The next sentence is about the City of Cape 

Town and a provisional department working together. This would be categorised as 

relational IC and indexed as a ‘business collaboration’. It would therefore be 

incorrect to code the whole paragraph into one IC category.  

 

In summary, it was decided to code chunks of data as this resolved the issues of 

mutual exclusiveness and allowed for accurate inferences of meaning as 

demonstrated above. An IC code can be identified across several words, sentences 

or paragraphs depending on where the discussion begins and ends. This is 

consistent with the coding method proposed by Saldaña (2015:292), who advises 

that “the portion of data coded can range in magnitude from a single word to a full 

paragraph or an entire page of text”. 

 

Lastly, the fourth and final step as indicated in Error! Reference source not found. 

represents the second key process of the enumeration of annual reports i.e. 

analysis of the quality of the IC disclosure. Previous studies have followed a similar 

approach where the quality of IC information disclosed was examined (Low et al., 

2015; Wang et al., 2016; Sangiorgi & Siboni, 2017; De Silva et al., 2014; Ienciu & 

Matiș, 2014; Abhayawansa & Azim, 2014). Various criteria were used to assess 

quality, with the common approach being to allocate a higher value to quantitative 

and monetary disclosures as opposed to narrative disclosures (De Silva et al., 

2014:163; Wang et al., 2016:514; Abhayawansa & Azim, 2014:107). Examining the 

quality is more likely to yield meaningful results of how the municipalities, identify, 

measure and report on IC information (Guthrie et al., 2004:289). This study adopted 

the quality criteria measure, as indicated in Table 3.4 below. The table outlines the 

criteria that will be was allocated, the operational definition of each criterion and an 

example of each criterion. 
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Table 3.4: Criteria for scoring the quality of IC disclosed 

Quality 
criteria 

Operational definition Example 

Q1 IC information was disclosed in 
purely narrative from. No 
numerical or monetary terms 
were included 

The City of Cape Town acknowledges its 
obligation to optimally preserve its extended 
asset base and recognises current inherent 
backlogs in this regard (Cape Town Annual 
Report, 2016:56). 

Q2 IC information was disclosed in 
narrative form and numerical 
terms were included 

At the time of Census 2011, the Cape Town 
population comprised 3,7 million people and 
was made up of 1,07 million household units. 
Cape Town’s total population grew by almost 
30% between 2001 and 2011, and by 46% 
from 1996 to 2011 (Cape Town Annual 
Report, 2016:16). 
 

Q3 IC information was disclosed in 
narrative form and monetary 
terms were included 

TEDA managed to raise R4 million for 
infrastructure through the Gauteng 
Infrastructure Funding Agency (City of 
Tshwane Annual Report, 2016:108). 
 

Q4 IC information was disclosed in 
narrative form and numerical 
and monetary terms were 
included 

The upgrade of the Sanddrift bulk sewer has 
commenced. This sewer serves about 200 
000 residents in the Sanddrift, Koeberg, 
Ysterplaat, Brooklyn and Century City areas. 
Completion is set for early in 2017 at a total 
cost of approximately R64 million (Cape 
Town Annual Report, 2016:63). 

Source:  Rahman (2013:123) 

 

The above quality criteria were used to analyse how the metropolitan municipalities 

disclosed their IC information. A low value of 1 was allocated to IC information 

disclosed only in the form of narrative disclosure. A value of 2 was allocated to a 

combination of narrative and numerical terms. This was followed by a value of 3 for 

a combination of narrative and monetary terms. IC information presented with high 

quality criteria, i.e. a combination of narrative and numerical terms as well as 

monetary terms was allocated a value of 4. To ensure consistency, each piece of 

IC information coded using the IC disclosure index was coded with the applicable 

quality criteria. 
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In summary, this section detailed the coding process using content analysis that 

was applied using ATLAS.ti 8™. The coding involved two key processes i.e. 

enumerating annual reports for the i) frequency and ii) quality of IC items disclosed. 

The unit of analysis was defined, namely, ‘chunking’ of sentences or paragraphs 

depending on where the inferred meaning of an IC code began and ended. The 

quality criteria used was also described. The documentation of the coding process 

was provided in order to demonstrate that a rigorous, credible and meaningful 

process was undertaken. 

 

3.4 RELIABILITY AND TRUSTWORTHINESS 

Due to the interpretative nature of the content analysis method used in this study, 

the testing of reliability was vital. Some of the previous studies that have applied the 

content analysis method have used second researcher reliability tests to replicate 

results (Slack & Munz, 2016; Low et al., 2015; De Silva et al., 2014; Sangiorgi & 

Siboni, 2017). Where there is only a single researcher, as is the case with this study, 

reliability can be heightened by demonstrating the trustworthiness of the qualitative 

investigation. Guthrie et al. (2004:289) and Rahman (2013:135) also relied more on 

establishing reliable coding instruments rather than conducting inter-researcher 

tests. The trustworthiness criteria, namely, credibility, dependability and 

transferability authored by Lincoln and Guba (1985), have become generally 

accepted and are the focus of this study (Shenton, 2004:64; Anney, 2014: 272; 

Nowell, Norris, White & Moules, 2017:1).  

 

In addressing credibility, the findings of the study should present a true picture of 

the phenomenon (Shenton, 2004:64). Transferability relates to whether the findings 

can be justifiably applied to other settings (Anney, 2014: 27). In this study since the 

findings are specific to the environments of metropolitan municipalities, they cannot 

be generalised.  It would be difficult to demonstrate that the findings and conclusions 

are applicable to other situations and populations. The dependability criteria 

demonstrates that a repeat of the study in the same context, with the same research 

design, would achieve similar results (Shenton, 2004:71). According to Lincoln and 

Guba (1985:63), demonstrating credibility also highlights the dependability of the 

study. Finally, to achieve confirmability, the researcher should demonstrate that the 
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findings can be confirmed by the data obtained from the research project (Shenton, 

2004:63). The techniques employed in this study to address the trustworthiness 

criteria included:  

 

 The study applied the content analysis method which was widely accepted 

and well-established in the field of qualitative research. 

 An existing IC disclosure index was adopted and the description and 

indicative terms of each IC item were derived from literature in order to 

achieve correct interpretation (Appendix C). 

 Descriptions of the criteria used for quality assessment were derived from 

literature. 

 The procedure for coding recording was outlined in detail and designed with 

clarity. 

 The unit of analysis was described to prevent issues that may arise in order 

to prevent mutual exclusiveness. 

 ATLAS.ti 8™ qualitative data analysis software was used as a tool to process 

large amounts of data efficiently. This software tool is designed to make data 

analysis more explicit i.e. by providing an audit trail, which improves the 

transparency, validity and confirmability of the coding process.  

 After the initial coding of three annual reports, a report was handed and 

consensus-based discussion was had with the qualitative methodologist and 

ATLAS.ti 8™ facilitator. The report outlined the coding process, the 

codebook and actual examples from the annual reports. The qualitative 

methodologist clarified certain concepts, challenged some of the 

assumptions adopted to enumerate data and probed the quality of the coding 

process. 

 

3.5 CONCLUSION 

This chapter described the methodology and the content analysis research method 

used to analyse the annual reports of eight metropolitan municipalities for the period 

2015 to 2017. A qualitative approach, based on the theoretical paradigm of 

interpretivism, was adopted. The analysis of the reports was done using ATLAS.ti 

8™, a qualitative data analysis software tool. The benefits of using such a tool is 
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that it provides an audit trail which improved the transparency, validity, robustness 

and trustworthiness of the coding process.  

IC disclosure was classified into human IC, relational IC or structural IC, which was 

used to enumerate the financial statements. To measure the quality of the IC 

disclosure, a quality criteria code was defined. The development of the codebook 

and a detailed description of the analytical strategy of the coding process also 

promoted credibility and validity. 

The next chapter discusses the findings of the research.  
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CHAPTER 4: Results and Discussion 

 

4.1 INTRODUCTION 

The objective of this study was to examine the voluntary disclosure practices of IC 

(intellectual capital) in the annual reports of eight South African metropolitan 

municipalities. This objective was achieved by examining the frequency and quality 

of disclosure of each IC item. An IC disclosure index divided into three categories  

human capital (HC), relational capital (RC) and structural capital (SC)  informed 

the investigation. Each category of these three categories was further sub-divided 

in each into IC items (5 HC items, 12 RC items and 5 SC items) which were the 

subjects of investigation. The content analysis method was used to enumerate the 

annual reports of the eight municipalities (collect data) and to analyse the data 

collected in order to extract meaningful interpretations. To assist with the 

interpretation, Hannah and Lautsch’s (2011:16) qualitative approach to counting 

was used, where tables and graphs are presented as counts of their data sources. 

 

This chapter discusses the interpretations of the annual reports across the three-

year period. The results are divided in two main sections: Section 4.2 presents the 

results from examining the frequency of disclosure for each IC item. Section 4.3 

presents the results obtained from examining the quality of disclosure for each IC 

item. 

 

4.2 FREQUENCY OF DISCLOSURE OF INTELLECTUAL CAPITAL ITEMS  

This section presents the results obtained from analysing the frequency of 

disclosure of each IC item across the three-year period for the eight metropolitan 

municipalities. The interpretations of the frequency count are presented using the 

following approach: 

 Frequency of IC disclosure per main IC category; 

 Frequency of IC disclosure per metropolitan municipality; and 

 Frequency of IC disclosure per IC item. 
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4.2.1 Frequency of IC disclosure per main IC category  

Table 4.1 below presents an overall count of the frequency of IC disclosures in each 

main IC category in the annual reports of the eight metropolitan municipalities 

across the three years.  

 

Table 4.1: Frequency count disclosure per main IC category 

 

Source: Appendix E  

 

A total frequency count was identified of 5 665 IC disclosures for the eight 

metropolitan municipalities across the three-year period. This represents an 

average of 236.04 (5 665/8/3) IC disclosures per annual report for each municipality. 

From the total IC disclosure of 5 665, 1 360 relate to HC (24.01%), 2 948 relate to 

RC (52.04%) and 1 357 relate to SC (23.95%). Overall, the findings indicate that 

the RC category was the most frequently disclosed in the year 2015, 2016 and 2017 

at a frequency of 916, 1 122 and 910 respectively.  

 

Various results have been observed about the predominant IC category when 

analysing IC disclosures. In South Africa, one study identified a high percentage of 

RC disclosure at 40% (April, Bosma & Deglon, 2003:173). Other local studies 

identified the HC category as predominant with a percentage of 40% (Moolman, 

2011:105) and 69% (Wagicengo & Belal, 2012:33). In other countries, the RC 

category also had a high percentage, for example, in the United Kingdom at 50% 

(Rahman, 2013:144), China and India at 41% and 37% respectively (Wang, Sharma 

& Davey, 2016:522) and Germany 35.8% (Slack & Munz, 2016:71). In similar 

studies where the frequency of IC information was examined for municipalities, both 

IC category 2015 2016 2017 Total Overall %

HC 433 494 433 1 360 24.01%

RC 916 1 122 910 2 948 52.04%

SC 468 469 420 1 357 23.95%

Total 1 817 2 085 1 763 5 665 100%
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studies identified that the SC category was predominant (Schneider & Samkin, 

2008:29; Sciulli, Wise, Demediuk & Sims, 2002:52). The high percentage of the RC 

category may suggest that metropolitan municipalities have embraced stakeholder 

theory and are aware of the information needs of their stakeholders.  

 

Error! Reference source not found.Figure 4.1 below shows the patterns of 

disclosure for IC (total frequency count) and each main IC category across the 

three-year period.  

 

 

Figure 4.1 Patterns of disclosure per main IC categories  

Source: Appendix E 

 

The total frequency of IC disclosures increased from 2015 to 2016 and then 

decreased in 2017, following a convex pattern. Figure 4.1 also indicates that two of 

the IC categories, namely, HC and RC, follow a similar pattern with the exception of 

SC, where there is a very minimal change from 2015 to 2016. The convex pattern 

is not unique and has also been identified in a previous longitudinal study conducted 

in New Zealand by Stratford (2011:27). The study found that although there was an 

increase in IC disclosure from 2004 to 2007, this was followed by a decrease in 

2010 (Stratford, 2011:27). The finding of this study is in contrast to previous 

longitudinal studies where an increase in the amount IC disclosure was observed 

over time (Rahman, 2013; Wagicengo & Belal, 2012; Slack & Munz, 2016; Low et 
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al., 2015,). Rahman (2013:148), for example, provides evidence that the IC 

disclosure of six listed companies in the UK showed a significant increase over time. 

The study analysed IC disclosures over a 35-year period (1974-2008), therefore 

also challenging the presumption that the practice of IC disclosure was a new 

phenomenon that emerged after the 1990s. A longitudinal study conducted in South 

Africa over a 5-year period by Wagicengo and Belal (2012:22) for ‘Top 20’ 

companies listed on the JSE in 2006 also indicated an increasing trend in IC 

disclosures. The choice of a three-year longitudinal period for this study was justified 

in section 3.3.3; perhaps a longer period of analysis would have indicated an 

increasing trend, in line with the results other studies.  

 

Various reasons explaining the increase or decrease in the trends of IC disclosures 

have been identified in previous studies (Rahman, 2013; Slack & Munz, 2016). For 

example, an increasing pattern may suggest a growing awareness of the 

importance of IC disclosure (Rahman 2013:149). Rahman (2013:149) also 

attributes the increase to changes in economic factors, where companies in the 

United Kingdom shifted from traditional or manufacturing industries into more 

service-oriented and technology-based companies. According to a study by Slack 

and Munz (2016:61), IC-related disclosure shifted to reflect leadership and strategic 

changes within a company. There was a change leadership in two of the 

metropolitan municipalities, namely, the City of Tshwane and the City of 

Johannesburg as result of local government elections in 2016. However, the 

assessment of whether the change in leadership in metropolitan municipalities 

could influence IC disclosures was not investigated and could be explored in a future 

study. Overall, this study did not examine factors that influence IC disclosure in the 

annual reports of metropolitan municipalities. 

 

4.2.2 Frequency of disclosure per metropolitan municipality  

This section presents the results for the frequency of IC disclosures for each 

metropolitan municipality. Figure 4.2 below shows the total frequency count of IC 

disclosure for each metropolitan municipality for all three years.  
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Figure 4.2: Frequency count of IC disclosure per metropolitan municipality 

for all three years (n=5665) 

Source: Appendix D 

 

The results indicate there is evidence of IC disclosure in all the 24 annual reports of 

the eight municipalities. The highest frequency for all the three years can be 

identified in the annual reports of Buffalo City, with 974 disclosures. Cape Town 

ranked second highest for all years, with a total frequency of 900 disclosures, 

followed by the City of Ekurhuleni (747 disclosures), City of Tshwane (732 

disclosures), eThekwini (728 disclosures) and Nelson Mandela Bay (688 

disclosures). The lowest frequency count of IC disclosures for all three years was 

found in the City of Johannesburg and Mangaung, with 447 and 449 disclosures 

respectively.  

 

Figure 4.3 below presents an analysis of the patterns of IC disclosure by each 

metropolitan municipality across the three years.  
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Figure 4.3 Patterns of IC disclosure by metropolitan municipalities 2015 ‐ 

2017  

Source: Appendix D 

 

Four of the eight municipalities, namely, Cape Town, City of Tshwane, eThekwini 

and Mangaung, followed a similar convex pattern identified in Figure 4.1 Error! 

Reference source not found.. Three municipalities indicated an increasing pattern 

in their frequency of IC disclosures (all years), namely, Ekurhuleni, City of 

Johannesburg and Nelson Mandela Bay. The last municipality, Buffalo City, showed 

a decreasing pattern in its frequency count (all years). 

 

In summary, it is the clear from the results that the frequency of IC disclosures varied 

and was inconsistent for each municipality. Firstly, this variance of disclosure could 

be attributed to a lack of a universally accepted IC framework, a key finding 

identified in other studies (Low et al., 2015:803; Abhayawansa & Azim, 2014:112). 

Secondly, the size of an entity can affect the amount of IC disclosed in the annual 

reports (Schneider & Samkin, 2008:28). The results of this study are limited and 

future research could identify factors that influence the amount of IC disclosed in 

metropolitan municipalities. 

 

4.2.3 Frequency of disclosure per IC item 
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This section presents the results of the frequency of IC disclosure per IC item. 

Figure 4.4 below shows the total frequency count per IC item for all three years. A 

description of each IC item is listed in Appendix C.  
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Figure 4.4: Frequency count of disclosure per IC item (three years)  

(n = 5 665) 

Source: Appendix E 

 

Overall, Figure 4.4 indicates that all IC items were disclosed even though the 

frequency of disclosure varied. Distribution channel (1 394), management process 

(1 000) and employee profile (701) were the most frequently disclosed items for all 

years. This was followed by business collaborations (435) and work-related 

knowledge (319). The least reported items were executive compensation (7), 

licensing agreements (19) and intellectual property (1). The sections below provide 

further analysis of the frequency of disclosure per IC item in each main IC category. 

 

4.2.3.1   Human capital 

This section analyses the frequency of disclosure for the five IC items in the HC 

category. Overall, four metropolitan municipalities demonstrated awareness of the 

concept of human capital by making direct reference to the term. For example, the 

City of Johannesburg mentioned that “the vision of delivering professional, diverse 
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and competent human capital for a World-class African City is achieved through the 

Human Capital Management Programmes that are implemented across the City” 

(City of Johannesburg, 2016:122). Figure 4.5 Error! Reference source not 

found.below shows the overall average disclosure per annual report disclosed for 

the five HC items.  

 

 

 

Figure 4.5: HC items – overall average disclosure per annual report (all 

years) 

Source: Appendix E 

 

Overall, employee profile was the most frequently disclosed item, with an average 

disclosure of 29.21 per annual report. All eight municipalities disclosed IC items 

relating to employee profile. The City of Nelson Mandela Bay, Buffalo City and the 

City of Ekurhuleni had the most frequent disclosure in this regard with an overall 

average of 43.33, 43 and 33.33 (Appendix E) per annual report. This was higher 

than the overall average disclosure of 29.21. The City of eThekwini had the least 

frequent disclosure of employee profile, with an overall average disclosure of 17.33 

per report. This was less than the overall average of 29.2. The high disclosure of 

employee profile can be attributed to the annual report guidelines for public entities 

which detail factors relating to human resource management that should be 

disclosed in the annual reports (National Treasury, 2013). This includes inter alia 
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various employee metrics such as the number of employees employed in each 

department, employees at various job levels, vacant posts per department, staff 

turnover rate, employment targets for disabled employees and employment equity 

targets. The high disclosure in employee profile can also indicate that the 

municipalities recognise the importance of developing and maintaining strategic 

interventions to manage HC.  

 

The following examples were identified for work-related knowledge in the annual 

reports.  

 

 
(Employee profile – City of Ekurhuleni, 2016:102) 

 

The Health unit renders the above services with a staff complement of just below 1 
500 employees comprising of Executive Managers, Managers: Nursing Services, 
Environmental Health Services Managers, Environmental Health Practitioners, 
Environmental Health Assistants, Professional Nurses, Enrolled Nurses, Enrolled 
Nursing Assistants, Administrators, Clerks, General assistants as well as staff 
seconded from the Department of Health i.e. Nutrition advisers, Lay Counsellors 
(Employee profile – City of eThekwini, 2017:277). 

 

 

Employee profile is followed by work-related knowledge, with an overall average of 

13.29 per annual report. All eight metropolitan municipalities disclosed IC items on 

work-related knowledge. The City of eThekwini, the City of Tshwane, the City of 

Cape Town and the City of Mangaung had the most frequent disclosure of work-

related knowledge with overall averages of 24.67, 19.67, 16.33 and 15.67 

(Appendix E) per annual report. This was higher than the overall average of 13.29. 
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The City of Ekurhuleni had the least frequent disclosure of work-related knowledge 

with an overall average of 4 per annual report, which falls far short of the overall 

average of 13.29. The municipalities demonstrated work-related knowledge by 

showing the use of skills, capabilities, expertise and specialised methods to achieve 

service delivery objectives. The following example was identified for work-related 

knowledge in the annual reports: 

 

The City has a range of engineering solutions in place to minimise the risk of 
extensive fire damage in informal settlements. one key initiative is the re-blocking of 
informal settlements. This involves the grouping and reformatting of structures in 
settlements to optimise space, enhance security and improve fire prevention and 
service delivery access (Work-related knowledge – The City of Cape Town, 
2016:98). 

 

Training programmes and employee relations follow, with an overall average of 7.38 

and 6.5 respectively. All the eight municipalities disclosed IC items relating to 

training programmes and employee relations. The frequency of disclosure can be 

attributed to the annual report guidelines which provide details about what items 

should be disclosed for training programmes and employee relations (National 

Treasury, 2013).  

 

Various indicators were identified in all the annual reports relating to the two IC 

items such as training costs, employees skills matrix, employee wellness 

programmes, performance reward systems, occupational injuries, approved human 

resource policies and disciplinary action taken against employees. The following 

examples were identified for the two IC items in the annual reports: 

 
There is also a programme to facilitate training of Managers within the municipality 
on the Promotion of Administrative Justice Act, and the Promotion of Access to 
Information Act, to enhance the constitutional imperative of fair administrative action 
and the Batho Pele principles (Training programs - Buffalo City, 2016:340). 

 

There were 40 reported cases of disciplinary action resulting in suspensions and 20 
disciplinary cases of financial misconducted for which the employees are not on 
suspension which were facilitated against employees across the City Group. These 
cases are at various stages within the disciplinary process. There are pending 
investigations where the suggested recommendations will determine whether further 
disciplinary action will be taken (Employee relations – The City of Johannesburg, 
2016:133). 
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Executive compensation plans were the least disclosed, with an overall average of 

0.29 per annual report. Only one municipality, the City of Tshwane, disclosed details 

regarding executive compensation plans  an overall average of 2.33 per annual 

report. Metropolitan municipalities are required in terms of section 89 of the 

Municipal Finance and Management Act (2003) to report in their annual financial 

details on compensation paid to the office bearers (South Africa, 2003:98). Thus, it 

can be presumed that the other seven metropolitan municipalities disclosed the 

executive compensation plans in their annual financial statements, a report that did 

form part of the scope of coded items.  

 

In summary, the most frequently disclosed IC item within the HC category was 

employee profile, with an overall average disclosure of 29.21, followed by work-

related knowledge, with an overall average disclosure of 13.29. The least disclosed 

item was executive compensation, with an overall average disclosure of 0.29. The 

HC practices of the metropolitan municipalities had a bearing on service delivery 

levels. Metropolitan municipalities should demonstrate that they have adequate HC 

capacity with the necessary expertise (work-related knowledge) and that they care 

about the well-being and professional development of their employees. According 

the to the legitimacy theory, it can be argued that disclosures in the HC category 

could be used by municipalities to project a positive ‘self-image’, suggesting that 

they value their employees and have sound HC practices in place. 

 

4.2.3.2   Relational capital  

This section analyses the frequency of disclosure for the 12 IC items in the RC 

category. RC was the most frequently disclosed category, even though there was 

no direct mention of the term ‘RC’ in any of the 24 annual reports. This high 

disclosure suggests that there is an awareness of the importance of maintaining 

relationships with various stakeholders. This observation is demonstrated by the 

example below: 

 

Responsiveness to the needs of the public is a measure of the City’s culture of 
working with citizens, customers, stakeholders and business. To attract investment, 
specific measures have been identified to boost the City’s reputation. The needs of 
stakeholders are also being prioritised to create a more resilient, responsive City 
(The City of Johannesburg, 2017:25). 
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Figure 4.6Error! Reference source not found. below shows the overall average 

disclosure per annual report disclosed for the 12 RC items. 

 

 

Figure 4.6: RC items ‐ overall average frequency of disclosure per annual 

report (all years) 

Source: Appendix E 

 

Overall, distribution channels were the most frequently disclosed, with an overall 

average of 58.08 per annual report. All eight municipalities disclosed IC items 

relating to this item. Buffalo City, the City of Ekurhuleni and the City of Nelson 

Mandela Bay had the most frequent disclosure, with overall averages of 86.67, 

73.33 and 63.67 (Appendix E) per annual report. This was higher than the overall 

average of 58.08. The City of Mangaung had the least frequent disclosure, with an 

overall average of 41, which was less than the overall average.   

 

The high disclosure relating to distribution channels can be attributed to the 

legislative requirement for metropolitan municipalities to provide performance 

information on their service delivery objectives in their annual reports. The 

predominance of distribution channel disclosure in the RC category is consistent 

when compared to similar studies such as those of Schneider and Samkin (2008) 
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and Sciulli, Wise, Demediuk and Sims (2002). The following examples were 

identified in the annual reports: 

 

Construction on Dunoon Library started in the year under review. The library is being 
built close to the existing community centre, which will create an information hub in 
the area. Province and the City are co-funding the project, which will cost 
R39,3 million. The facility is expected to be completed by mid-2018 (Distribution 
channels – The City of Cape Town, 2017:145). 

 

 
(Distribution channels – The City of Mangaung, 2016:49) 

 

Construction of the eTafuleni Bus Route as part of the eTafuleni Housing Project at 
a project cost of R60m. The project is currently nearing completion (Distribution 
channels – The City of eThekwini, 2015:221). 

 

Distribution channels were followed by business collaborations as the most 

frequently disclosed item, with an overall average of 18.13 per annual report. All 

municipalities disclosed IC items relating to business collaborations. The City of 

Cape Town, the City of eThekwini, the City of Tshwane, Buffalo City and the City of 

Ekurhuleni had the most frequent disclosure, with overall averages of 34.33, 25.67, 

24 and 21,33 (Appendix E) per annual report. This was higher than the overall 

average of 18.13. The City of Mangaung had the least frequent disclosure, with an 

overall average of 5, which was less than the overall average. The benefits and the 

nature of the various business collaborations included, inter alia, the private sector, 

international agencies, other government institutions and non-profit organisations. 

The following examples were identified in the annual reports: 
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Community garden partnerships had increased from 34 in the previous year to 
a total of 73 by the end of the year under review. The programme continues to work 
towards establishing community gardens in each district (Business collaborations – 
The City of Cape Town, 2015:93). 
 
In order to respond to pressure of rapidly depleting landfill airspace, the City entered 
into a partnership with a private sector company to develop a multipurpose, recycling 
facility on the buffer of the closed Kwaggasrand landfill site and the refurbishment of 
the Kruger Street transfer station by the City (Business collaborations– The City of 
Tshwane, 2015:132). 

 

Promotional tools, backlog work and entrepreneurial innovativeness followed, with 

overall averages of 8.29, 7.79 and 7.13 (Appendix E). All the municipalities 

disclosed items relating to promotional tools, backlog work and entrepreneurial 

innovativeness. They used promotional tools to create awareness about various 

activities such as health awareness, recycling, drug and substance abuse, drunk 

driving awareness. The municipalities mentioned backlog work in order highlight 

service delivery backlogs. The reasons for these backlogs included work stoppages 

due to protests by communities, insufficient budget and changes in strategic 

approach. The municipalities highlighted various entrepreneurial innovativeness 

approaches they had embarked on to spur economic growth in their cities, notably, 

entrepreneurship programmes, job creation and skills development. The following 

examples were identified in the annual reports: 

 

The Health Promotion functional unit provided various health awareness sessions 
covering all the above diseases. In some instances, health screenings were 
conducted to promote “know your health status” campaign and referrals done when 
required. The sessions were conducted in various setting like clinics, community 
halls and work places (Promotional tools – The City of Tshwane, 2015:172). 
 
The Unit is working towards reducing the housing backlog, in particular by 
addressing the housing needs of those families living in informal settlements.  The 
provision of housing also contributes towards overcoming the legacy of spatial 
segregation and inequality in the city (Backlog work item – The City of eThekwini, 
2017:95). 
 
 In SMME Development the city focused on capacitating the SMMEs with various 
skills in order to ensure that they run sustainable businesses. About 50 co-operative 
members from the Duncan Village area benefited from Co-operative Governance 
training (Entrepreneurial innovativeness – Buffalo City, 2016:229). 

 

Quality standards, community participation and brands followed, with overall 

average disclosures of 5.42, 4.83 and 4.58 (Appendix E). All the municipalities 
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disclosed IC items for quality standards, community participation and brands. They 

demonstrated adherence to certain quality standards when providing services such 

as water quality, sanitation quality and air pollution monitoring. The municipalities 

mainly showed compliance with regulatory requirements to involve communities 

(community participation) in the development of integrated development plans 

which outlined service delivery objectives. Drawing upon legitimacy theory, the 

municipalities mainly used branding to portray a positive self-image by mentioning 

awards they had received in achieving service delivery. The following examples 

were identified in the annual reports: 

 

Our water quality remains in line with the national average, having been awarded a 
Blue Drop rating of 72.79% (Quality standards – Buffalo City, 2016:312). 
 
Integrated Development Plan consultation roadshows, all 110 wards were visited by 
officials. A number of these Roadshows were attended by eThekwini Mayor Zandile 
Gumede and myself as City Manager. All sectors, including Amakhosi, religious and 
business leaders, were also consulted during this process. This is the first time that 
all wards were visited during the ward-based hearings with the aim of taking the 
budget to the people. The intent was to include communities in the process of 
ensuring that budget allocation speaks to their needs (Community participation – 
The City of eThekwini, 2017:26). 
 
The Mayor’s Portfolio of Urban Sustainability won the prestigious municipalities 
category of the national Eco-Logic awards. The City, in partnership with the Shark 
Spotters programme, also came out tops in the eco-innovation category. The 
Mayor’s Portfolio of Urban Sustainability was named a World Design Capital 2014 
project, as it demonstrates how the City is trying to change lives through design. 
These prestigious awards validate the City’s commitment to make sustainability best 
practice part of its DNA (Brands – The City of Cape Town, 2017:40). 

 

Financial relations, community satisfaction, community databases and licensing 

agreements were the least frequently disclosed in the RC category, with overall 

average disclosures of 3.08, 2.42, 2.29 and 0.79 (Appendix E). Seven municipalities 

disclosed all three IC items except for the City of Mangaung, which did not disclose 

licensing agreements. Financial relations were mentioned to describe financial 

investments made and sourced by the cities to promote various projects. The 

municipalities need to be aware of their performance to provide services and this 

includes obtaining feedback from the communities that they serve (community 

satisfaction). They also need information about the demographics of their population 

(community database) to assess the adequacy of service levels they are providing. 
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Various statistics about their city’s population were disclosed, including but not 

limited to, employment statistics, household income and education levels. Licence 

agreements chiefly referred to the rights obtained by municipalities to distribute 

water and electricity. The following examples were identified in the annual reports: 

 

The ninth annual survey (2015/16) was conducted by a contracted independent 
service provider, and made use of statistically valid and reliable samples to ensure 
that participants in the survey represented all residents and businesses across the 
city. The survey took place towards the end of 2015 and comprised 3 000 face-to-
face interviews with residents and 700 telephonic interviews with formal businesses 
in Cape Town. It also included 12 focus groups with residents and small businesses 
early in 2016 to probe and investigate issues in more detail. The results of the survey 
reflect a consistently increasing level of satisfaction with the City’s service delivery 
efforts by both residents and business, both over the past five years and since the 
first survey in 2007/8 (Community satisfaction – The City of Cape Town, 2016:37). 
 

 
(Community database – The City of Nelson Mandela Bay, 2016:9) 

 

Additionally, priority geographic markets for the sourcing of investors were selected. 
Although these are selected exclusively to ensure focused and targeted investment 
promotion activities, they are secondary to Durban’s target economic sectors.  They 
do not however exclude other nations from which investors may originate. The 
envisaged primary source markets are Germany, United Kingdom, France, Poland, 
China, Japan, India, Korea, Turkey, the United States of America, and Brazil 
(Financial relations – The City of eThekwini, 2016:9). 
 
The NERSA license, under which the Electricity Department operates, requires the 
City to meet certain conditions and to implement a number of monitoring systems 
(Licensing agreements item – Buffalo City, 2017:90). 

 

In summary, the highest disclosed IC item within the RC category was distribution 

channels, with an overall average disclosure of 58.08, followed by business 

collaborations, with an overall average disclosure of 18.13. The least disclosed item 
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was licencing agreements, with an overall average disclosure of 0.79. Maintaining 

stakeholder relationships through distribution channels and business collaborations 

is essential for metropolitan municipalities to fulfil their public service mandate. 

Drawing from the stakeholder theory, metropolitan municipalities may disclose IC 

information about how they manage relationships and distribute services to their 

stakeholders. They did this by, for example, disclosing useful information about 

communities accessing services and the benefits of business collaborations in 

improving service delivery. 

 

4.2.3.3   Structural capital 

This section analyses the frequency of disclosure for the five IC items in the SC 

category. There is no direct mention of the term ‘SC’ in any of the 24 annual reports 

that were analysed. However, it can be assumed that there was awareness about 

the importance of reporting this information. This assumption can be demonstrated 

by the disclosure of businesses processes and materials, as indicated in the 

following example: 

 

It is, therefore, an effective tool that helps us to report back to our residents on the 
effectiveness of our programmes, projects and activities, as well as the efficiencies 
of our operations, business processes, and administration in the use of our human, 
material and financial resources (Buffalo City, 2016:7). 

 

Error! Reference source not found. Figure 4.7 below shows the overall average 

disclosure per annual report disclosed for the five SC items. 
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Figure 4.7: SC items ‐ overall average disclosure per annual report (all years) 

Source: Appendix E 

 

The management processes item was the most frequently disclosed, with an overall 

average disclosure of 41.67 per annual report. All eight municipalities disclosed IC 

items relating to management processes. The City of Cape Town, Buffalo City and 

the City of Ekurhuleni had the most frequent disclosure, with overall average 

disclosures of 64, 60 and 50,33 (Appendix E) per annual report. This was higher 

than the overall average of 41.67. The City of Mangaung had the least frequent 

disclosure, with an overall average disclosure of 22.33, which was less than the 

overall average of 41.67 at 64 per annual report (Appendix E). The management 

processes item is very broad and includes functions, decisions, plans, strategies, 

actions and processes adopted or implemented by those charged with governance 

in order to fulfil their service delivery mandate (Appendix C). The predominance of 

management processes in the SC category is consistent with similar studies such 

as those of Schneider and Samkin (2008) and Sciulli, Wise, Demediuk and Sims 

(2002). The following examples were identified in the annual reports: 

 

The City has adopted an Integrated waste management plan, which gives long-term 
effect to the department’s vision (Management processes – The City of Cape Town, 
2015:66). 
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The Integrated Development Plan that was approved in May 2011, to be 
implemented from 2011 to 2016, had been in implementation for 48 months, with 
only 12 months to complete the Council term (Management processes – The City of 
Tshwane, 2015:14). 

 

Information systems and management philosophy followed, with overall average 

disclosures of 7.96 and 4.75. All eight municipalities disclosed IC items on 

information systems and management philosophy. The use of technology to 

improve management processes has been embraced worldwide. The municipalities 

are therefore also adopting these systems to improve their service delivery. 

Management philosophy included visions and missions espoused by the 

municipalities to improve their cities. The following examples were identified in the 

annual reports: 

 

The department has an electronic complaints management system which helps with 
internal routing and tracking of complaints received. In addition, we have a 
collaboration with Sizakala Centres on the basis of which Sizakala staff are able to 
capture and refer complaints relevant to the department electronically (Information 
systems – The City of eThekwini, 2015:340). 
 
The Municipality’s vision of being Africa’s most caring and liveable city is as true 
today as it was in year 2000 when we collectively created a Long Term Development 
Framework (LTDF) for the City (Management philosophy – The City of Nelson 
Mandela Bay, 2017:21). 

 

Corporate culture and intellectual property were the least frequently disclosed in the 

SC category, with overall average disclosures at 2.14 and 0.04. The corporate 

culture item was used by the municipalities to inter alia communicate their value 

systems, principles, codes of ethics and attitude towards corruption. Only the City 

of Johannesburg disclosed information about its intellectual property assets, which 

was the most likely to meet the intangible assets recognition requirements outlined 

in section 2.5 of Chapter 2. Thus, it can be presumed that the municipalities 

disclosed intellectual property assets in their annual financial statements, a report 

that did form part of the scope of coded items. The results of these two items being 

the least disclosed in the SC category is consistent when compared to a similar 

study IC disclosure in municipalities, namely, that of Schneider and Samkin, (2008). 

The following examples were identified in the annual reports: 
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When pursuing its business, the City tries to adopt the principles of corporate 
governance as enshrined in the South African Constitution which requires all organs 
of the State, including State Owned Entities, to deliver services to the people based 
on a specific set of values and principles governing public administration including a 
high standard of ethics, fairness, accountability, transparency objectivity and without 
bias (Corporate culture – The City of Ekurhuleni, 2016:35). 

 

The City retains copyright of the website and all current and future content that is 
displayed on the website, which is not owned by third parties (Intellectual property – 
The City of Johannesburg, 2015:51). 

 

In summary, the most frequently disclosed IC item within the SC category was 

management processes, with an overall average disclosure of 41.67, followed by 

the information systems, at 7.96. The least disclosed item was intellectual property, 

at 0.04. Drawing upon agency theory and legitimacy theory, the municipalities may 

disclose SC items to manage stakeholder perceptions by voluntarily disclosing 

information on management processes, information systems and vision to achieve 

service delivery.  

 

4.3 QUALITY ASSESSMENT OF IC REPORTING 

This section presents the results obtained from analysing the quality of IC 

disclosures for all eight metropolitan municipalities across the three-year period. 

The quality criteria used in this study were defined in section 3.3.4. During the data 

collection process, using the content analysis method, each IC item was coded in 

accordance with how it met the definition of each quality criterion. The interpretation 

of the quality analysis is presented based on the following approach: 

 

 Overall analysis of the quality of IC disclosures; 

 Analysis of the quality of IC disclosures per metropolitan municipality; and 

 Analysis of the quality of IC disclosure per IC item. 

 

4.3.1 Overall analysis of the quality of IC disclosure  

Error! Reference source not found. Figure 4.8 below shows an analysis of the 

quality of IC disclosures for all three years.  



 
 

70 
 

 

Figure 4.8: Quality criteria of IC disclosures (all years) 

Source: Appendix F 

The results indicate that the majority of IC items (n=3 333, 59%) were disclosed in 

narrative form, including numerical items (Q2). This was followed by the purely 

narrative form (Q1) at 1 748 (31%). Narrative form including numerical items and 

monetary items (Q4) was in third position at 465 (8%) while the last quality criterion, 

narrative form including monetary items (Q3), was at 119 (2%).  

 

This study is the first to perform quality analysis of IC disclosures in the South 

African context and therefore there are no previous studies available for comparison 

purposes in South Africa (April et al., 2003; Moolman, 2011; Wagicengo & Belal, 

2012). The predominance of the Q2 form in the present study is in contrast to 

international studies, where the Q1 form most frequent, namely the UK (Rahman, 

2013), Romania (Ienciu & Matiș, 2014), New Zealand (De Silva et al., 2014) and 

Bangladesh (Abhayawansa & Azim, 2014).  

 

A high Q2 percentage indicates that the information disclosed in annual reports of 

the metropolitan municipalities was more quantitative than simply narrative. This 

may indicate that the municipalities understand the importance of disclosing quality 

information that has been measured. Various indicators that measured inputs, 

activities, outputs, outcomes and impact of performance information were identified 

in the annual reports of all municipalities. From a stakeholder perspective, this gives 
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the impression that the municipalities are knowledgeable about the activities of the 

business at a quantitative level. Similarly to other studies, the low percentage of Q3 

and Q4 may indicate that the municipalities may find it difficult and costly to produce 

high quality IC information (Rahman, 2013:185; Low et al., 2015:803). 

 

Figure 4.9 below shows the patterns of quality for IC disclosures across all three 

years.  

 

 

 

Figure 4.9: Patterns of quality for IC disclosures across the three years  

Source: Appendix F 

 

The Q2 shows a slight increase from 2016 to 2017, rising from 58% to 61%. This 

improvement resulted in a corresponding decreasing trend for Q1 from 2016 to 

2017, which dropped from 33% to 27%. Q3 and Q4 remained relatively constant 

over the three years, at or below 10% of the IC disclosure. Overall, the quality of IC 

disclosure did not fluctuate significantly from year to year. This may indicate that 

metropolitan municipalities recycle the format of how they report information in their 

annual reports. 
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Figure 4.10 below presents the quality of IC disclosures of each main IC category 

for all three years.  

 

 

Figure 4.10: Quality of IC disclosures per IC category (all years) 

Source: Appendix H 

 

The IC category with the highest disclosure quality was HC, indicated by a high Q2 

percentage of 71.3%. This was followed by RC, with a Q2 percentage of 61.8%. 

The IC category with the lowest disclosure quality was SC, indicated by a high Q1 

percentage of 57.7%. These findings are consistent with the results of a study which 

examined 20 companies listed on the India and Shanghai stock exchanges. The 

study reported that the quality of IC information was highest for the HC category 

and lowest for the SC category in the Indian and Chinese companies in question 

(Wang et al., 2016:520). These findings suggest that the HC category is more easily 

quantifiable compared to other IC categories.  

 

4.3.2 Analysis of the quality of IC disclosure per metropolitan municipality  

This section presents the results of the quality of IC disclosure for each metropolitan 

municipality, as shown in Figure 4.11 below. 
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Figure 4.11: Quality of IC disclosure per metropolitan municipality (all 

years)  

Source: Appendix G 

 

Figure 4.11 indicates that IC disclosure for all eight municipalities was 

predominantly disclosed in Q2 form, followed by Q1, Q4 and then Q3. The City of 

Mangaung had the highest incidence of IC disclosures in Q2 form at 77% (Appendix 

G). Cape Town had the highest percentage of Q1 disclosures at 38% (Appendix G). 

The percentage of coded items for the Q3 and Q4 was very similar except for the 

Q4 percentage for the Nelson Mandela Bay, which was above average at 13% 

(Appendix G). The findings indicate that the quality IC disclosures varied from 

municipality to municipality. 

 

 4.3.3. Analysis of the quality of IC disclosures for each IC item 

4.3.3.1   Human capital 

Error! Reference source not found.Figure 4.12 below presents the quality of 

disclosure for the five HC items using data collected for all three years.  
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Figure 4.12: Quality of IC disclosure in the HC category (all three years) 

Source: Appendix H 

 

The Q2 form was predominant, as shown in 80% of the HC items (4/5). Overall, Q2 

represented 71.3% of the disclosures in this category (Appendix H). This was 

followed by Q1, at 23.2%. The Q3 and Q4 forms were the least used quality criteria, 

at a percentage of 0.4% and 5.2% respectively. The Q4 form was used 

predominantly to recognise executive compensation plans.  

 

4.3.3.2   Relational capital 

Error! Reference source not found.Figure 4.13 below presents the quality of 

disclosure of the 12 RC items using data collected for all three years.  
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Figure 4.13: Quality of IC disclosure in the RC category (all years) 

Source: Appendix H 

 

The Q2 form was predominant, as reflected in 75% of the HC items (9/12). Overall, 

Q2 represents 61.8% of disclosures in this category (Appendix H)). This was 

followed by Q1 at 22%. The Q3 and Q4 forms were the least used quality criteria, 

at a percentage of 3.6% and 12.6% respectively.  

 

4.3.3.3   Structural capital 

Figure 4.14Error! Reference source not found. below presents the quality of 

disclosure for the five SC items using data collected for all three years. 

 



 
 

76 
 

0%

20%

40%

60%

80%

100%

120%

Corporate
culture

Information
systems

Intellectual
property

Managenemt
philosophy

Mangement
processes

Fr
eq

ue
n
cy

Narrative includes numerical & moneraty ‐ Q4

Narrative includes moneraty ‐ Q3

Narrative includes numerical ‐ Q2

Purely narrative ‐ Q1
 

Figure 4.14: Quality of IC disclosure in the SC category (all years) 

Source: Appendix H 

 

The Q1 form was predominant, as shown in all the SC items (5/5). Overall, Q1 

represents 57.7% of disclosures identified in the HC category (Appendix H). This 

was followed by Q2 at 39.9%. The Q3 and Q4 forms were the least used quality 

characteristics, at a percentage of 0.7% and 1.8% respectively. The majority of the 

SC items (80%) were disclosed using more than one form of quality, with the 

exception of the intellectual property item, which was only disclosed in Q1 form. The 

majority of the SC items was disclosed in Q1 form. This is may reflect the difficulty 

of quantifying IC information in this category. This finding is consistent with those of 

previous studies on SC categories, which were largely recoded in Q1 form (De Silva 

et al., 2014:163). 

 

4.4 CONCLUSION 

Overall the findings indicate that there is evidence of IC disclosure in the annual 

reports, even though in South Africa there is no regulatory framework on the 

disclosure of IC information. This indicates that metropolitan municipalities have 

identified the value of disclosing such information to their stakeholders. The majority 

of the performance information reported by the municipalities was informed by the 
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annual performance plan and the annual report guidelines issued by National 

Treasury. 

 

The most frequently reported IC category was RC, followed by HC and then SC. 

The most frequently reported IC item was distribution channels, followed by 

management processes. The least frequently reported IC items were licensing 

agreements, community databases, executive compensation plans, corporate 

culture and intellectual property.  

 

The majority of IC items in the RC and HC category were of high quality, in form of 

narrative and numerical information (Q2). The IC category with the lowest disclosure 

quality was SC, where most of the items were disclosed in the narrative form (Q1).  

 

The findings suggest that the relationship between the frequency and quality of IC 

disclosure in metropolitan municipalities is not clear. Although IC items identified in 

the RC category had the highest frequency of disclosure, items in the HC category 

were of the highest quality. 

 

The frequency counts of IC disclosure across the three years from 2015 to 2017 

showed a convex pattern. This pattern indicates that there was an increase from 

2015 to 2016 and then a decline from 2016 to 2017. This result is in contrast to the 

findings of most previous studies on the topic, which indicate that IC disclosures 

increase over time. However, the majority of the studies used longer periods, 

exceeding three years. The trends in quality analysis indicate that the quality IC 

disclosures in the narrative including numerical form (Q2) remained constant from 

2016 to 2017 and slightly increased from 2016 to 2017. The quality of IC disclosures 

in the narrative form (Q1) remained constant from 2015 to 2016 and slightly 

decreased from 2016 to 2017. The quality of IC disclosures in the narrative including 

monetary form (Q3) and narrative including numerical and monetary form (Q4) 

remained constant over all three years. 

 

The next chapter provides a summary of the study, draws conclusions and makes 

recommendations for future research.  
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CHAPTER 5: Summary, Conclusions and 
Recommendations for Future Research 
 

5.1 INTRODUCTION 

This chapter summarises the study, draws conclusions and makes 

recommendations for future research. The objectives of this study sought to 

examine the frequency and quality of IC disclosed by metropolitan municipalities 

over a three-year period (2015-2017). In order to address these objectives, an IC 

disclosure index was adopted and applied using the content analysis method to 

measure the voluntary IC disclosed in the annual reports of the municipalities. The 

index was adapted from a New Zealand study by Schneider and Samkin (2008), 

tailoring it to the South African context.  

 

The introduction to the study (Chapter 1), the literature review (Chapter 2), the 

research methodology (Chapter 3) and the results (Chapter 4) are summarised in 

the following section. Conclusions are presented in section 5.3. and 

recommendations for future research are presented in section 5.4.  

 

5.2 SUMMARY OF THE STUDY 

In Chapter 1, the background to the research problem and the objectives of the 

study were explained. The importance of IC in the new knowledge economy was 

highlighted. In the knowledge economy, the value of managing an organisation 

depends more on its intellectual assets rather than its physical assets. In order to 

gain strategic advantage in this competitive environment, organisations need to 

demonstrate that they can efficiently and effectively use all their resources, including 

IC. This shift prompted researchers as early as the 1990s to investigate the practice 

of IC disclosure. The study identified that even though the occurrence of IC 

disclosure research in corporate and developed countries had increased, IC 

research focusing on the public sector, especially in developing countries, was still 

very limited. A gap was thus identified to investigate the IC disclosure of 

municipalities in South Africa. In Chapter 1, the limitations of the study were also 
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indicated as well as the significance of the study. The chapter concluded with an 

overview of the structure of the study. 

 

In Chapter 2, the concept of IC was introduced and various definitions and 

classification criteria were identified. IC was classified into three categories, namely, 

human capital (HC), structural capital (SC) and relational capital (RC). This is a 

common classification which is widely used in the field of IC research. The chapter 

then provided a brief background on the new public management reforms intended 

to improve accountable reporting in metropolitan municipalities. It was explained 

that reporting to stakeholders was not just limited to financial statements but also 

incorporated governance reports, performance information and human resource 

information to improve accountability. A literature review then examined 

international studies on IC with a specific focus on the local government sector since 

the early 2000s. Overall, the existing research suggests that IC disclosure does not 

occurring within a consistent framework, resulting in varied levels of IC disclosure 

(Schneider & Samkin, 2008:480), inconsistent disclosure (Sciulli, Wise, Demediuk 

& Sims, 2002:56) and low levels of disclosure (Rossi et al., 2016:708). The chapter 

further explored the limitations of recognising IC using the current criteria required 

by accounting standards. The last section of the chapter discussed the relevance of 

agency theory, stakeholder theory and legitimacy theory in explaining IC disclosures 

in municipalities. 

 

Chapter 3 introduced the research methodology used to examine the IC voluntary 

disclosure practices by South African metropolitan municipalities. A qualitative 

approach under the theoretical paradigm of the interpretivist model was applied 

using the content analysis method. The content analysis involved codifying IC 

information identified in the annual reports in order to identify patterns about the 

frequency and quality of disclosure. The coding process was done using ATLAS.ti 

8™, qualitative data analysis software which read each annual report where IC 

information identified was coded in accordance with an IC disclosure index. This 

study adopted an IC disclosure index from Schneider and Samkin (2008). The index 

originated from Guthrie and Petty (2000) and has been consistently applied over 

time, confirming its validity as a measure of IC information disclosure.Preliminary 

coding was performed resulting in a modified IC disclosure index with 22 IC items 
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across three IC categories, namely HC, RC and SC. Each item was described and 

indicative terms were provided to assist with the coding of the items. The chapter 

gave a detailed account of the coding process to reinforce the trustworthiness 

criteria, as recommended by Lincoln and Guba (1985). The involvement of a 

professional methodologist and ATLAS.ti 8™ facilitator as the qualitative expert also 

strengthened the reliability of the coding process. 

 

Chapter 4 presented the results of the study on the frequency and quality of IC 

disclosure made by the metropolitan municipalities. In analysing the frequency 

results, the following significant findings were observed: 

 

 Overall, RC was the most frequently disclosed category at 52.04% of the 

total frequency of IC disclosures in all the three years (Table 4.1). This was 

followed by the HC category at 24.01% and the SC category at 23.95% 

(Table 4.1). 

 The three-year analysis showed that the total frequency of IC disclosures 

increased from 2015 to 2016 and then decreased in 2017, following a convex 

pattern (Figure 4.1). 

 The highest frequency of IC disclosures for all three years was by Buffalo 

City, which had 974 disclosures or 17% of the total frequency count of IC 

disclosures (Figure 4.2). The lowest frequency for all three years was 

recorded in the City of Johannesburg (447 or 8%) and the City of Mangaung 

(449 or 8%) (Figure 4.2).  

 The patterns of frequency disclosure over three years for each municipality 

reflected varied results. Four metropolitan municipalities showed a convex 

pattern, three municipalities showed an increasing pattern while only one 

municipality showed a decreasing pattern (Figure 4.3). 

 Distribution channels was the most frequently disclosed IC item for all three 

years at 1 394 or 25% of the total of IC disclosures (Figure 4.4). Management 

processes followed, at 1 000 or 18% of the total disclosures. Employee profile 

came third, disclosing a total of 701 or 12% of the total disclosures (Figure 

4.4). The least reported IC items were executive compensation, licensing 

agreements and intellectual property, with each IC item disclosing less than 

1% of total IC disclosures (Figure 4.4). 



 
 

81 
 

 

In analysing the quality of the IC disclosures, the following significant findings were 

observed: 

 The majority of IC disclosures (3 333) were disclosed in the narrative form 

including numerical items (Q2) (Figure 4.8). This was followed by the purely 

narrative form (Q1) with 1 748 of total IC disclosures (Figure 4.8). The 

narrative form including numerical items and monetary items (Q4) was in the 

third position with 465 while narrative form including monetary items (Q3) 

was at 119 (Figure 4.8). 

 The three-year analysis showed that the Q2 form had a slight increase from 

2016 to 2017, rising from 58% to 61% (Figure 4.9). This improvement 

resulted in a corresponding decreasing trend for Q1 from 2016 to 2017 which 

dropped from 33% to 27% (Figure 4.19). Q3 and Q4 remained relatively 

constant over the three years at or below 10% of the total IC disclosures for 

every year (Figure 4.9). 

 Mangaung had the largest percentage of quality IC disclosures at 77% Q2 at 

77% (Figure 4.11). Cape Town had the largest percentage of disclosure of 

IC disclosures coded as Q1 at 38% (Figure 4.11). The percentage of IC 

disclosures in Q3 and Q4 were very similar except for the Q4 percentage for 

the Nelson Mandela Bay, which was above average at 13% (Figure 4.11). 

 The majority of IC items disclosed in the HC and RC categories were in the 

Q2 form (Figure 4:10). The Q1 form was mainly used to disclose IC items in 

the SC category (Figure 4.10). 

 

5.3 CONCLUSIONS  

This study contributes to the understanding of how metropolitan municipalities 

currently report on IC. This is the first study of its kind on the South African public 

sector as other studies in South Africa focused on the private sector. The results 

provide a benchmark for South African municipalities against which to compare 

themselves and launch their IC initiatives to enhance their global competitiveness. 

The study also provides a perspective on the IC practices of municipalities in a 

developing economy. The handful of studies identified in the literature review on IC 

practices in municipalities focused on developed countries. The focus on 
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metropolitan municipalities also narrowed the gap in empirical research where the 

focus was primarily of corporate entities (Table 1.1). These findings can be used by 

management, regulators, standard-setting bodies and academics to improve the 

reporting of IC by metropolitan municipalities 

 

The high percentage of IC disclosures in the RC category demonstrates that 

metropolitan municipalities have embraced stakeholder theory and are aware of the 

information needs of their stakeholders. This finding is consistent with the results of 

similar studies such as those of Rahman (2013), Wang et al. (2016) and Slack and 

Munz (2016). Overall, the trend of the total IC disclosure over the three years 

indicated a convex pattern. The choice of a three-year longitudinal period could be 

a limitation and perhaps a longer period of analysis would indicate an increasing 

trend, in line with the results of previous studies (Rahman, 2013; Wagicengo & 

Belal, 2012; Slack & Munz, 2016; Low et al., 2015). 

 

A high Q2 (narrative and numerical items) percentage indicates that the majority of 

information disclosed in the annual reports of the metropolitan municipalities was 

quantitative. The predominance of the Q2 form was in contrast to international 

findings where the Q1 form (only narrative) was predominant, namely, in the UK 

(Rahman, 2013), Romania (Ienciu & Matiș, 2014), New Zealand (De Silva et al., 

2014) and Bangladesh (Abhayawansa & Azim, 2014). Overall, the trends of 

disclosure in respect of all the quality criteria did not fluctuate significantly from year 

to year. This may indicate that metropolitan municipalities recycle the format of how 

they report IC information. 

 

Overall, the results show evidence of IC disclosure in the metropolitan 

municipalities, however, the disclosure varies in terms of the frequency and quality. 

This variance can be attributed to the lack of a universally accepted IC framework, 

a key finding identified in previous studies (Low et al., 2015:803, Abhayawansa & 

Azim, 2014:112). The levels of IC disclosure may also suggest South African 

metropolitan municipalities have an awareness and commitment to disclose IC, a 

finding similar to other studies performed in developing economies (Abhayawansa 

& Azim, 2014; Mulyadi & Panggabean, 2017; Wang et al., 2016). Generally, the 

results indicate there is evidence that the metropolitan municipalities adhere to a 
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prescribed format of reporting, as outlined in the annual report guidelines issued by 

National Treasury. Perhaps an approach to incorporate IC disclosure in the existing 

annual report guidelines may further enhance accountability to stakeholders. 

 

5.4 RECOMMENDATIONS FOR FUTURE RESEARCH 

The main recommendations emanating from this research study are outlined below.  

 

Firstly, the study can be replicated to examine other South African municipalities 

not included in the scope of this study. Researchers can also conduct a comparative 

study of the practice of IC disclosure by metropolitan municipalities with other 

developing countries. Studying longitudinal IC disclosure practices in other 

developing countries could facilitate a comparative analysis in identifying possible 

trends, similarities or differences in the patterns and quality of IC disclosure 

practices. The longitudinal period can also be extended. 

 

Secondly, future research could improve the results of this study by gathering further 

evidence on how managers in metropolitan municipalities perceive the importance 

and value of IC disclosure. This could reveal insights about the about the perception 

of IC and whether municipalities should disclose IC. 

 

Thirdly, future research may develop an IC disclosure index that incorporates the 

perspectives of the user i.e. how and what IC information should be reported by 

municipalities. This could improve the quality of IC disclosures which are used to 

make informed and useful decisions.  

 

Lastly, study identified that the frequency and quality of IC disclosure made by each 

municipality varied and therefore future research could identify factors that influence 

the amount of IC disclosed in metropolitan municipalities. 
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Appendix B: IC disclosure index in other studies 

Authors Relational Capital Structural Capital Human Capital 

Mulyadi & 

Panggabean (2017:4) 

 

 Brands  

 Customers  

 Customer satisfaction  

 Company names  

 Distribution channels  

 Financial relations  

 Business collaborations 

 Licensing agreements 

 

 Intellectual property  

 Management philosophy 

 Corporate culture 

 Management processes 

 Information/networking systems 

 

 Employee 

 Education 

 Training 

 Work-related knowledge 

 Entrepreneurial spirit 

 Slack & Munz (2016:83)  Brands   

 Customers  

 Financial relations  

 Business collaboration  

 Firm reputation 

 

 Intellectual property  

 Firm infrastructure and 

Information 

 Management philosophy 

 Corporate culture and 

management 

 Employee 

 Education 

 Training development 

 Work-related knowledge 

 Innovativeness 
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 Management processes 

De Silva, Stratford & Clark 
(2014:162) 

 

 Brands 

 Customer 

 Training and development 

 Business partnering 

 Financial relations 

 Distribution channels 

 Market share 

 Corporate image building  

 Processes 

 Systems 

 Philosophy and culture 

 Intellectual property 

 Financial relations 

 Work-related knowledge 

 Entrepreneurial skills 

 Equity issues 

 Employee safety 

 Employee relations 

 Employee welfare 

 Employee related 

measurements 

 Training and development 

 

Rahman (2013:120)  Financial relationship 

 Brands 

 Market presence 

 Customers 

 Distribution channels 

 Business partners/alliances 

 Suppliers 

 Licence/contract/agreement 

 Communities 

 Environmental 

 Other stakeholders 

 Corporate 

 Intellectual property 

 Corporate culture 

 Management philosophy 

  Management process 

 Technology 

 Product innovation 

 Information systems 

 Knowledge-based 

infrastructure 

 Research and Development 

(R&D) 

 Employees 

 Training and development 

 Work related 

 knowledge and 

competences 

 Entrepreneurship 
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 reputation/images 

 



 
 

99 
 

Appendix C: Intellectual capital codebook  
 

 IC item Description  Examples of disclosure: 

Provides singular examples to 

show the logic of the 

researcher 

Human Capital 

1 Employee 
profile 

Demographic information of 

employees 

 

Indicative items: 

 Employee equity 

 Employee featured 

 Employee demographics 

 Organogram 

 Cultural diversity 

 Vacancy statistics 

 Recruitment/placement 

 All committee members 

 

Table of employee numbers and 

their job levels in the city 

planning services department 

(Ekurhuleni City Annual Report, 

2016:72) 

 

2 Employee 

relations 

 

Details of employment programmes / 

initiatives. 

 

Indicative items: 

 Employee representation (union 

activity) 

 Employee welfare 

 Employee absenteeism 

 Employee health and safety 

 Employee recognition (salary 

upgrades, performance awards) 

 Employee loyalty and retention 

(talent management, succession 

plan) 

 HR policies 

 Disclosure of financial interests 

 

Table of performance rewards  

(Ekurhuleni City Annual Report, 

2016:223). 
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3 Executive 
compensation 
plan 

 

Details of executive remuneration 

of municipal managers and 

Councillors. 

Remuneration of Municipal 

Manager (City of Tshwane 

Annual Report, 2016:246). 

 

 

4 Training 

programmes 

Training undertaken / provided by the 

metropolitan municipalities 

 

Indicative items: 

 Vocational development 

 Career development 

 Induction programme 

 In house training 

 Employee assistance programme 

 Continuing education scheme 

 Leadership development 

 

The City continues to offer a 

wide range of training 

opportunities to unemployed 

youth. These include  

apprenticeships and 

learnerships in various 

disciplines, in-service training to 

students, postgraduate 

internships and external 

bursaries (Cape Town Annual 

Report, 2016:89). 

5 Work-related 
knowledge of 
employees 

 

Know-how of employees gained “on 

the job” or as part of ongoing training 

 

Indicative items: 

 Skill and capabilities 

 Knowledge 

 Specialisation work 

 Expertise 

 Project management 

 Special method 

 Advanced quality control 

 Special operation and procedures 

 

The prevention of mother-to-

child-transmission (PMTCT) 

service, which includes 

monotherapy and dual  

prophylaxis, was implemented in 

April 2008. Implementation of 

the PMTCT initiative in South 

Africa has been  

scaled up rapidly since 2008 

(City of Tshwane Annual Report, 

2016:130). 

Relational Capital 

1 Backlog work  Relating to unfinished/un-started 

projects. 

 

All of the planned phase 1A 

routes  

have been implemented and are 

currently operational, with the 

exception of route 238, Wits and 

to  

Atlantis, which was put on hold 

due to  
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industry transitional challenges. 

(Cape Town Annual Report, 

2016:82) 

  

2 Brands  Details of brands associated with the 

metropolitan municipalities. 

 

Indicative items: 

 Brand awards 

 Brand image 

 Brand equity 

 Brand awareness 

 Brand building 

 

EMM landfill sites won 

accolades for the best managed 

landfill sites in Gauteng 

(Ekurhuleni City Annual Report, 

2016:182).  

3 Business 

collaborations 

Business collaborations Involving the 

metropolitan municipalities. 

Indicative items: 

 Strategic partners 

 Inter-governmental relations 

(national and or provisional 

programmes) 

 Collaborations  

 Outsourcing/Supply chain 

 (excluding entities owned by the 

municipality) 

 

The early childhood programme 

is a collaborative approach 

between parents, early 

childhood programme 

practitioners, NGOs, community 

groups, the corporate sector and 

local and national government 

(City of Tshwane Annual Report, 

2016:144). 

4 Community 

demographics  

Database of all community members 

and information relating to community  

 

Indicative items: 

 Population demographics 

 Education demographics 

 Employment demographics 

 

At the time of Census 2011, the 

Cape Town population 

comprised 3,7 million people 

and was made up of 1,07 million 

household units. Cape Town’s 

total population grew by almost 

30% between 2001 and 2011, 

and by 46% from 1996 to 2011 

(Cape Town Annual Report, 

2016:16). 

 

5 Community 

participation 

Indication of community participation: 

 

Communities were consulted 

during the review of the IDP and 
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Indicative items: 

 Consultation  

 Meetings 

 

budget, as well as on the 

adjusted SDBIP and the  

annual report (City of Tshwane 

Annual Report, 2016:53). 

 

6 Community 

satisfaction  

Indication of community satisfaction This is confirmed by the recent 

survey conducted by the 

Gauteng City Region 

Observatory which puts EMM at 

the forefront of customer service 

in the province (Ekurhuleni City 

Annual Report, 2016:10). 

 

7 Distribution 

channels  

Distribution channels refers to the 

access to services products by the 

community. Included infrastructure 

assets owned and/or used by the local 

authority to provide products and 

services 

. 

Indicative items:  

 Project implementation  

 Infrastructure development 

 Access to products/services 

 E-commerce/online 

communication 

 Liaison offices 

 

The upgrade of the Sanddrift 

bulk sewer has commenced. 

This sewer serves about 200 

000 residents in the Sanddrift, 

Koeberg, Ysterplaat, Brooklyn 

and Century City areas. 

Completion is set for early in 

2017 at a total cost of 

approximately R64 million (Cape 

Town Annual Report, 2016:63). 

8 Entrepreneurial 

innovativeness 

Development of the economy in the 

form of creating business or supporting 

entrepreneurs. 

 

In terms of the policy, the City’s 

data are available to all, free of 

charge and in a usable format. 

This will enable  

innovation, as entrepreneurs will 

be empowered to use the data 

to create new products and 

services (Cape Town Annual 

Report, 2016:51). 
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9 Financial 

relations 

Relationships between the 

metropolitan municipalities and finance 

providers or details of loans and grants 

made by metropolitan municipalities to 

other entities. 

 

TEDA managed to raise R4 

million for infrastructure through 

the Gauteng  

Infrastructure Funding Agency 

(City of Tshwane Annual Report, 

2016:108). 

10 Licensing 

agreements  

Held by the metropolitan 

municipalities. 

 

The recent issuance of new 

licensing requirements by the 

department of water Affairs and 

Sanitation (dwS) means that a 

number of these will require 

upgrades (Cape Town Annual 

Report, 2016:55). 

 

11 Promotional 

tools 

Advertising the metropolitan 

municipalities do to promote their 

services or region. 

 

Forty-five disaster awareness 

sessions were conducted which 

included convening public 

education and awareness 

sessions in various areas. 

(Ekurhuleni City Annual Report, 

2016:179). 

 

12 Quality 

standards  

Adherence to quality assurance 

programs/standards. 

 

The blue flag is an international 

accreditation awarded to 

beaches that display excellence 

by meeting 33 rigorous criteria. 

Blue flag status 

indicates that the beaches have 

their own environmental 

education programmes, have 

bathing water of the highest 

standard, are clean, have 

adequate ablution facilities and 

parking, are environmentally 

sound, are safe and secure to 

visit, and adhere to international 

safety and tourism standards 

(Cape Town Annual Report, 

2016:155). 
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Structural capital 

1 Culture/values Comprises the attitudes, experiences, 

beliefs and values of the metropolitan 

municipalities. 

 

Indicative items: 

 Code of ethic 

 Code of conduct 

 Code of practice 

 Work culture 

 Sharing value 

 Managerial style 

 

(Attitudes towards integrity, honesty, 

leadership, accountability, teamwork) 

 

The Board of Directors provides 

effective leadership based on a 

principled foundation and the 

entity  

subscribes to high ethical 

standards. Responsible 

leadership, characterised by the 

values of responsibility,  

accountability, fairness and 

transparency (City of Tshwane 

Annual Report, 2016:208). 

2 Information / 

networking 

systems  

Details on the development, use 

application and influence of information 

systems 

 

The successful roll-out of the 

Electronic Bill Presentment and 

Payment (EBPP) system. There 

are currently 41 718 registered 

users and 72 729 accounts from 

1 July 2015 until 30 June 2016 

(City of Tshwane Annual Report, 

2016:164). 

 

3 Intellectual 

property 

Detail of patents, copyrights, 

trademarks held by metropolitan 

municipalities. 

The City retains copyright of the 

website and all current and 

future content that is displayed 

on the website, which is not 

owned by third parties (City of 

Johannesburg annual report, 

2015:51). 

 

 4 Management 

philosophy 

As evidenced by vision/mission 

statements that communicate 

commitment to change or improve 

communities, the environment and the 

economy of the city. 

 

Indicative terms: 

The long-term vision of the City 

of Tshwane is in 2055, Tshwane 

is to be a liveable, resilient and 

inclusive city whose citizens 

enjoy a high quality of life, have 

access to social, economic and 

enhanced political freedoms, 
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 Creating value for communities 

 Protecting the environment 

 Caring for the community  

 Responsibility towards the 

community 

 

(The indicative terms should not refer 

to actual activities) 

 

and are partners in the 

development of the African 

capital city of excellence (City of 

Tshwane Annual Report, 

2016:33). 

 

  

5  Management 

processes  

Relating to processes within 

metropolitan municipalities. Processes 

refer to a series of actions, changes, 

operations or functions to bring about a 

result. 

 

Indicative items: 

 Management procedures 

 Business process 

 Management/strategy plan 

 Productivity enhancement 

 Budget system  

 Adoption of policy/(cies) 

 Review/approval of By-laws 

 

The City of Ekurhuleni will 

continue to stimulate economic 

growth through, inter alia, the 

implementation of the 

Aerotropolis Master Plan, 

improved transport infrastructure 

and by  

attracting investors through a 

land availing program, viz., 

Strategic Land Parcel 

(Ekurhuleni City Annual Report, 

2016:13). 
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Appendix D: Frequency of IC disclosure per 
metropolitan municipality  
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Appendix E: Frequency of disclosure per IC item 

(all years)  
 

 

 

*Average per annual report (Total frequency per municipality divided by 3) 

** Overall average per annual report (Total frequency for all municipalities divided 

by 24) 

 

  

IC sub-category
Buffalo 

City Ave*
Cape 
Town  Ave*

 
Ekurhule

ni  Ave *
eThekwi

ni  Ave*

 City of 
Johannes

burg  Ave*

 
Mangau

ng  Ave*

 Nelson 
Mandela 

Bay  Ave*
 City of 

Tshwane  Ave* Total
% 

Overall

**Average 
per 

annual 
report

Employee profile 129   43.00 56 18.67 99 33.00 52 17.33 68 22.67 80 26.67 130 43.33 87 29.00 701 12.37% 29.21
Employee relations 28     9.33 16 5.33 28 9.33 27 9.00 17 5.67 15 5.00 16 5.33 9 3.00 156 2.75% 6.50

Executive compensation plans 0        -   0 0.00 0 0.00 0 0.00 0 0.00 0 0.00 0 0.00 7 2.33 7 0.12% 0.29
Training programs 23     7.67 39 13.00 22 7.33 28 9.33 14 4.67 14 4.67 18 6.00 19 6.33 177 3.12% 7.38
Work related knowledge 38   12.67 49 16.33 12 4.00 74 24.67 14 4.67 47 15.67 26 8.67 59 19.67 319 5.63% 13.29
Total 218   72.67 160 53.33 161 53.67 181 60.33 113 37.67 156 52.00 190 63.33 181 60.33 1360 24.01% 56.67

Backlog work 58   19.33 12 4.00 17 5.67 30 10.00 16 5.33 6 2.00 22 7.33 26 8.67 187 3.30% 7.79
Brands 8     2.67 44 14.67 7 2.33 39 13.00 4 1.33 2 0.67 4 1.33 8 2.67 116 2.05% 4.83
Business collaborations 64   21.33 103 34.33 47 15.67 77 25.67 17 5.67 15 5.00 40 13.33 72 24.00 435 7.68% 18.13
Communitiy participation 21     7.00 8 2.67 28 9.33 11 3.67 5 1.67 9 3.00 13 4.33 15 5.00

110 1.94% 4.58
Community database 16     5.33 5 1.67 4 1.33 3 1.00 6 2.00 8 2.67 6 2.00 7 2.33 55 0.97% 2.29
Community satisfaction 4     1.33 12 4.00 9 3.00 3 1.00 4 1.33 6 2.00 15 5.00 5 1.67 58 1.02% 2.42
Distribution channels 260   86.67 174 58.00 220 73.33 126 42.00 133 44.33 123 41.00 191 63.67 167 55.67 1394 24.61% 58.08
Entreprenurial lnnovativeness 16     5.33 34 11.33 18 6.00 56 18.67 7 2.33 6 2.00 14 4.67 20 6.67 171 3.02% 7.13
Financial relations 20     6.67 8 2.67 4 1.33 5 1.67 3 1.00 3 1.00 26 8.67 5 1.67 74 1.31% 3.08
Licensing agreement 6     2.00 5 1.67 3 1.00 1 0.33 1 0.33 0 0.00 2 0.67 1 0.33 19 0.34% 0.79
Promotional tools 36   12.00 14 4.67 20 6.67 41 13.67 6 2.00 24 8.00 24 8.00 34 11.33 199 3.51% 8.29
Quality standards 25     8.33 23 7.67 18 6.00 8 2.67 7 2.33 8 2.67 19 6.33 22 7.33 130 2.29% 5.42
Total 534  178.00 442 147.33 395 131.67 400 133.33 209 69.67 210 70.00 376 125.33 382 127.33 2 948 52.04% 122.83

Corporate culture 6     2.00 4 1.33 9 3.00 6 2.00 11 3.67 1 0.33 4 1.33 10 3.33 51 0.90% 2.13
Information systems 25     8.33 71 23.67 14 4.67 28 9.33 9 3.00 15 5.00 10 3.33 19 6.33 191 3.37% 7.96
Intellectual property 0        -   0 0.00 0 0.00 0 0.00 1 0.33 0 0.00 0 0.00 0 0.00 1 0.02% 0.04
Managenemt philosophy 11     3.67 31 10.33 17 5.67 6 2.00 24 8.00 0 0.00 5 1.67 20 6.67 114 2.01% 4.75
Mangement processes 180   60.00 192 64.00 151 50.33 107 35.67 80 26.67 67 22.33 103 34.33 120 40.00 1000 17.65% 41.67
Total 222   74.00 298 99.33 191 63.67 147 49.00 125 41.67 83 27.67 122 40.67 169 56.33 1357 23.95% 56.54
Grand total 974 900 747 728 447 449 688 732 5 665 100%

Human capital

Relational capital

Structural capital
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Appendix F: Quality of IC disclosures for each 

year  
 

 

(section 4.3.1) 

  

2015 2016 2017 Total 2015 2016 2017 Total

Purely narrative -  Q1 587 678 483 1 748 32% 33% 27% 31%

Narrative includes numerical - Q2 1 063 1 202 1 068 3 333 59% 58% 61% 59%

Narrative includes moneraty - Q3 35 37 47 119 2% 2% 3% 2%

Narrative includes numerical & moneraty - Q4 132 168 165 465 7% 8% 9% 8%

Total 1 817 2 085 1 763 5 665 100% 100% 100% 100%

Number if IC themes
Qualitative charteristics

Percentage of disclosure
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Appendix G: Quality of IC disclosures per 

metropolitan municipality (each year)  
 

 

 

  

Q1 Q2 Q3 Q4 Total Q1 Q2 Q3 Q4 Total

Buffalo city 346 494 46 88 974 36% 51% 5% 9% 100%

Cape town 339 482 12 67 900 38% 54% 1% 7% 100%

City of Johannesbug 150 236 18 43 447 34% 53% 4% 10% 100%

City of tshwane 238 444 9 41 732 33% 61% 1% 6% 100%

Ekhuruleni 266 414 7 60 747 36% 55% 1% 8% 100%

eThikwini 212 459 9 48 728 29% 63% 1% 7% 100%

Mangaung 71 346 6 26 449 16% 77% 1% 6% 100%

Nelson Mandela Bay 126 458 12 92 688 18% 67% 2% 13% 100%

Total 1 748 3 333 119 465 5 665

Frequency of disclosure Percentage of disclosureQualitative 

charteristics
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Appendix H: Quality of IC disclosure per IC item 

(all years) 

 

 

 

 

 

Q1 Q2 Q3 Q4 Total Q1 Q2 Q3 Q4 Total

Employee profile 120 575 0 6 701 17% 82% 0% 1% 100%
Employee relations 33 105 0 18 156 21% 67% 0% 12% 100%
Executive compensation 
plans 0 0 1 6 7 0% 0% 14% 86% 100%
Training programs 40 120 2 15 177 23% 68% 1% 8% 100%
Work related knowledge 122 169 2 26 319 38% 53% 1% 8% 100%
Total 315 969 5 71 1 360 23.2% 71.3% 0.4% 5.2% 100.0%

Backlog work 75 81 15 16 187 40% 43% 8% 9% 100%
Brands 47 64 0 5 116 41% 55% 0% 4% 100%
Business collaborations 177 219 6 33 435 41% 50% 1% 8% 100%
Communitiy participation 56 54 0 0 110 51% 49% 0% 0% 100%
Community database 0 55 0 0 55 0% 100% 0% 0% 100%
Community satisfaction 6 52 0 0 58 10% 90% 0% 0% 100%
Distribution channels 100 966 72 256 1 394 7% 69% 5% 18% 100%
Entreprenurial lnnovativeness 24 123 2 22 171 14% 72% 1% 13% 100%
Financial relation 25 6 8 35 74 34% 8% 11% 47% 100%
Licensing agreement 19 0 0 0 19 100% 0% 0% 0% 100%
Promotional tools 88 107 1 3 199 44% 54% 1% 2% 100%
Quality standards 33 96 1 0 130 25% 74% 1% 0% 100%
Total 650 1 823 105 370 2 948 22.0% 61.8% 3.6% 12.6% 100.0%

Corporate culture 44 7 0 0 51 86% 14% 0% 0% 100%

Information systems 92 85 3 11 191 48% 45% 2% 6% 100%

Intellectual property 1 0 0 0 1 100% 0% 0% 0% 100%

Managenemt philosophy 76 38 0 0 114 67% 33% 0% 0% 100%

Mangement processes 570 411 6 13 1000 57% 41% 1% 1% 100%
Total 783 541 9 24 1 357 57.7% 39.9% 0.7% 1.8% 100%
Grand total 1 748 3 333 119 465 5 665

Structural capital

IC sub-category
Frequency of disclosure Percentage of disclosure

Human capital

Relational capital


