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Abstract

This study investigates how firms in the Australian property and construction sector
manage their intangibles in order to operationalise sustainable development. Previous
research linking intangibles and corporate sustainability has tended to focus on intangibles
as a phenomenon endeavouring to establish links between intangibles and corporate
financial performance. This thesis makes a unique contribution to knowledge by drawing a
conceptual bridge between the intangibles and corporate sustainability literature using
both the phenomenon and practice based approach to intangibles. The practice based
approach aims to understand how firms manage and mobilise their intangibles towards a
purpose — which for this research is sustainable development. A key outcome of this study
is a framework to manage firms’ intangibles which outlines how firms identify,
measure/value, control, and report their intangibles at various stages of corporate
sustainability.

The research design is a case study methodology, implemented across two phases, using
mixed methods. The first phase focused on the phenomenon of intangibles in the wider
Australian property and construction sector. Data was collected using a questionnaire,
semi-structured interviews and content analysis. In the second phase, four case studies of
individual firms were conducted to study the practice of intangibles.

There were two key findings of this research. The first is that the practice based approach
to intangibles more accurately reflected how firms in the Australian property and
construction sector manage their intangibles. However, tensions still exist between the
more traditional accounting-based phenomenon approach to intangibles and the practice
based approach. This is particularly relevant in the business case for sustainability. The
second main finding is that firms in the case study sector are actively managing their
intangibles to implement organisational change for sustainability. This finding led to the
development of the ‘inside- out’ approach to operationalising sustainable development
which focuses on managing a firm’s intangibles rather than just its environmental and social
performance.
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Most every new idea is going to sound like nonsense to some people
Neale Donald Walsch

1 Introduction and Overview

1.1 Prelude

The original impetus for undertaking this research project was to address a research gap in
the built environment literature, identified by Wasiluk and Horne (2009), regarding the
business case for sustainable buildings. In many Western countries the business case for
sustainability (BCS) has been a common approach used to present to companies the
opportunity or benefits of adopting a sustainable approach to their activities (Salzmann et
al. 2005; Steger 2006; Carroll and Shabana 2010). In the early to mid-part of the twenty-
first century the ‘win-win’ business case as a means to justify the costs and voluntary
uptake sustainability in the built environment sector became a key theme in the academic
(Heerwagen 2002; Morton 2002; Hilderson 2004; Lawther et al. 2005; Revell and Blackburn
2007; Sayce et al. 2007; Wilkinson and Reed 2008) and grey literature (Kats 2003; Lucuik
2005; Building Design+Construction 2006; Fullbrook et al. 2006; Davis Langdon Australia
2007; Wasiluk 2007).

Wasiluk and Horne (2009) argued that while an extensive body of literature exists on the
business case for a sustainable built environment, little empirical work had been conducted
to understand the nonfinancial benefits or value which is attributed to developing, owning,
managing and occupying a sustainable building. Their review of the literature found that
many of these nonfinancial benefits are claimed to accrue to an organisation’s intangibles,
such as its human capital (staff), brand, reputation and organisational knowledge. Wasiluk
and Horne (2009) proposed that a methodology to measure and link the intangible value to
company financial performance was needed in order to improve the BCS in the sector.

As this research project, informed by the earlier research mentioned above, was designed
and implemented the concept of intangibles and contemporary research in this field
became better understood through the literature review (see Chapter Two) and the first
phase of data collection (see Chapter Five). The limitations of popular interpretations of
the intangibles concept and approaches to its investigation in the literature showed
themselves quickly (see Chapter Two). It became clear during the course of this research
that a global or universal tool for companies in a particular sector, which measures
intangible value and links it to corporate financial performance, is not the answer we
should be seeking to improve the BCS. Firstly, from a sustainable development perspective,
this would only work to reinforce the worldview that needs to be overcome in order to



move business beyond the efficiency stage of corporate sustainability (see Chapter Two).
Secondly, there is a small but growing body of researchers in the intangibles literature
calling for a more critical stance to the study of intangibles as the limitations of the
dominant accounting-based or phenomenon based approach to the identification,
measurement and management of intangibles becomes more evident. This phenomenon
based approach, which is primarily driven by the aim of linking intangible value creation to
corporate financial performance, is said to have done little more than raise awareness of
the concept of intangibles and lead to the development of a plethora of competing tools
and frameworks (Mouritsen 2004; Chaharbaghi and Cripps 2006; Mouritsen 2006;
O'Donnell et al. 2006; Dumay 2008; Dumay 2009b; Dumay 2009a). The practice based
approach to intangibles, which is primarily driven by the aim of understanding how
organisation’s manage and mobilise their intangibles towards a purpose, informed the
second phase of the data collection. The phenomenon versus practice approach to the
study of intangibles is outlined in Chapter Two (section 2.2.6). However, key definitions for
intangibles as a phenomenon versus intangibles as a practice are provided below in section
1.6.2.

1.2 Overview of the study

This thesis is an empirical investigation of the phenomenon and practice of intangibles and
their role in operationalising sustainable development in business organisations. In order
to achieve this aim a mixed methods research design was developed (see Chapter Four) and
a case study of the Australian property and construction sector was conducted.

This research is built on the proposition that all business organisations have three vital
resources: financial capital, physical assets and intangible resources (see Figure 1.1). This
proposition is supported by across a number of disciplines in the literature including the
intellectual capital literature (Marr 2008), the economics literature (Neef 1998; Edvinsson
2000; Petty and Guthrie 2000; Powell and Snellman 2004), the strategic management
literature (Wernerfelt 1984; Peteraf 1993; Hamel and Prahalad 1994; Barney et al. 2001;
Galbreath 2005; Arend 2006; Armstrong and Shimizu 2007; Newbert 2007; Wills-Johnson
2008) and the accounting literature (Canibano et al. 2000).

The scope of this project is focused primarily on the intangible resources of firms (see
Figure 1.1). The scope of this study is also limited by the existing socio-economic system in
which businesses currently operate. It was determined that the intellectual capital (IC)
literature was best suited to define the concept of intangibles for this research. The IC
literature is broader in its identification of the non-monetary, non-tangible resources in a
business organisation than the more accounting based concepts of intangible assets and



goodwill. A more detailed discussion of the concept of intangibles and its definition for this
research is found in Chapter Two.

Scope of research
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Figure 1.1: Key resources of a business organisation

Acknowledgement is given that all of a company’s resources are necessary and important
to achieve its intended commercial proposition. However, as will be discussed in this
Chapter and the next, improving knowledge about the role of intangibles in a business
organisation is an important gap to be filled in the literature on the development and
implementation of more sustainable business models. Often conceptual models of
sustainable enterprises are based on the notion that a business organisation needs to not
only grow and manage its financial capital but also its intangible resources such as human
capital, social capital, cultural capital, and natural capital (see, for example, Elkington
2001). Empirical research on firms that are leaders in operationalising sustainable
development has concluded that managing and mobilising intangible resources is key in
order to not only progress towards a more sustainable business model but to overcome
some of the structural barriers in the system in which they operate (see Stubbs and Cocklin
2008b). Additionally many phase models of corporate sustainability require organisations to
manage both their tangible and intangible resources in order to drive organisational change
for sustainability (see, for example, Dunphy et al. 2007).

The first phase of the data collection focused on investigating the phenomenon of
intangibles in the case study sector and data was collected through a web-based
questionnaire, 11 semi-structured interviews and a content analysis of 41 annual reports.
The results and analysis of the first phase are primarily presented in Chapter Five. The



second phase of the research, informed by the first, shifts its focus to investigate the
practice of intangibles in the sector, particularly in the context of operationalising
sustainable development into practice. It consists of four company case studies: three case
studies of publicly-listed companies that are identified sustainability leaders in the sector;
and, one privately owned company for contrast and comparison. Data was collected at
each firm through a series of interviews (two to five each) and document sources such as
the Annual Reports, Sustainability Reports and the company webpage. The results and
analysis of the second phase is primarily presented in Chapter Six and Seven.

A second key proposition of this thesis is that intangibles, as mentioned above, play a key
role in operationalising sustainable development in a business organisation. The existing
literature on sustainable business models and corporate sustainability supports this
proposition (see Chapter Two). To this end a framework has been developed and is
presented in Chapter Eight. The framework outlines approaches to managing intangibles at
the various stages of corporate sustainability, as depicted by Dunphy et al. (2007),
companies progress through as they evolve to a more sustainable business model.

This thesis is also framed within the proposition that existing business organisations have
the potential to make a positive contribution to sustainable development. As discussed
above improving knowledge about the role of intangibles in a business organisation is an
important gap to be filled in the literature on the development and implementation of
more sustainable business models. This thesis makes a contribution to knowledge by
addressing this research gap. To date the corporate sustainability and intangibles/IC
literature has tended to focus on intangibles/IC as a phenomenon. By stu