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ABSTRACT:
This article is concerned with the development of the
theoretical and methodological foundations of the
"goodwill" scientific category, which is formed and
created in the course of functioning and development of
the enterprises. The practical side of the issue,
associated with the sources of formation of the
goodwill, one of which is a set of knowledge, skills and
expertise of the personnel of the enterprise, is also
presented in this article. Based on the materials
outlined in this article, the authors can summarize that:
• goodwill is a product of intellectual activity or an
actual appraisal product of the functioning of the human
capital, acquired by the creative work of the personnel
(other involved people, including stakeholders and
owners/shareholders); • formation of the goodwill
occurs under the influence of a number of factors,
including knowledge, skills and expertise of the
personnel (the said knowledge, skills and expertise can
also be considered as the professional competence of
the personnel) which are one of the most important
sources of human capital and one of the main products
of cognitive human activity; • accordingly, the efficiency
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of the labor activity of the employees largely
determines the success of the enterprise in terms of
creation of the goodwill. In other words, the qualitative
characteristics of the enterprise's personnel largely
determine the value of its goodwill (both as an asset
and as a product of intellectual activity); • the main
aspects and features of formation of the goodwill by the
example of activity of the retailers are considered in this
article; the conclusions obtained are of practical
importance and can be used in the managerial activities
of managers and supervisors of the trade network
structures. 
Keywords: goodwill, intangible asset, personnel,
company image, goodwill value, human capital,
intellectual activity.
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1. Introduction
The goodwill of an economic entity, as an appraisal and management category, has a long
history and, prior to formation of a scientific concept, in a simple form, before the appearance
of manufactories, the goodwill as the intangible asset was associated with the goodwill of an
individual – an honest and productive employee. The goodwill of individuals was of great
importance, since the goodwill of their entrepreneurial activities depended on it. Currently, the
goodwill (as a scientific category, largely identified with such concepts as "image", "popularity",
"business responsibility", etc.) belongs largely to the field of interdisciplinary research (in
particular, jurisprudence, management, marketing, economics and accounting). The
phenomenon of goodwill is investigated by many experts in different industries, and each of
them gives it its own definition. In many ways, these definitions resonate, but one thing
remains unchanged: the main source for the formation of the goodwill of the enterprise is its
ability to conduct the intellectual activity and to accumulate the human capital (through the
effective and intensive use of the quality labor resources "grown" either by the firm itself or
brought in from the labor market).
In the modern scientific literature on the issues, related to the personnel, there are many
different approaches and characteristics of the efficiency of its use. Thus, the researchers are
proposed to distinguish at least three approaches to the efficiency (Fazlollahtabar, Shirazi &
Porramezan Ganji 2015; Lewis & Lee 2015):

as to the cumulative evaluation of all the personnel of the enterprise, the efficiency of which is
determined by the end result;
as to the result of the quality and quantity of living labor expended for the performance of a task of
a certain type;
as to the result of the activity of the enterprise in the field of personnel management.

In other sources, in particular (Quinn 1992; Cherkasov & Smigel 2016; Alleyne & Lavine 2013),
the personnel is assessed based on the individual evaluation, depending on the purpose of
evaluation. Among the main trends in evaluation the following ones, are outlined: the
evaluation of the potential of the employee, the evaluation of the individual contribution, and
the certification of the personnel of the enterprise (the combination of the two previous
methods). Russian scientist V.R. Vesnin expresses the opinion that all methods of evaluation
can be divided into traditional (in which the degree of individual results of an employee is
estimated) and non-traditional (according to which the employee is considered in the context of
his group interaction) (Vesnin 2001).
At the same time, the bulk of scientific and scientific-publicistic sources consider mainly the
short-term results of the work of the personnel of the enterprise, while it is advisable to switch
to a two-level analysis of the results of the labor activity of the personnel. So it is proposed to
consider separately the results of labor and its consequences. The results of labor should be
understood as the currently popular performance indicators, that is, either the amount of works



spent on the production of goods (provision of services) or the number of goods (services)
produced for a certain period of time. The consequences should be understood as the intangible
results of the works performed, which will become apparent later (the image of the enterprise,
its goodwill).
Such interpretation coincides with the definition of goodwill as a conditional value of image,
reputation, business relations, which is defined as the difference between fair (market)
evaluation of the enterprise (for example, taking into account the real value of its shares
circulating on the exchange) and the amount of net assets of such an enterprise, reflected in
the balance sheet in accordance with the generally accepted methodology of financial
accounting (Didenko 2015).
Some of the authors, despite their recognition of the goodwill as the intangible asset, still
believe that it is the ordinary overpayment for the assets of the acquired company. In this
regard, goodwill has only some characteristics of an intangible asset. The impossibility of its
alternative use, the immanence to other assets of the enterprise and the uncertainty of
profitability, in their opinion, call into question the expediency of its presentation by the balance
method (Alleyne & Lavine 2013). A number of European and American scientists have a similar
opinion, considering that the goodwill is not subject to purchase and sales, and therefore
cannot be a property object (Mazzi, Andre, Dionisiou, & Tsalavoutas 2017; Matemilola & Ahmad
2015).
 According to other scientists, it is advisable to amend the theoretical basis of such a concept as
"goodwill" and to distinguish between the goodwill and other intangible assets and to reflect it
in the financial accounting and reporting separately. This will allow to determine the advantages
of the enterprise against the competitors and to estimate the size of the future economic
benefits from its use (Chen & Shroff 2014; Mueller & Supina 2002).
The elements of the goodwill created within the enterprise include: the repute, the business
relations, the reputation, the customer base, the loyalty of the shareholders, the advanced
management, the popularity of the brand name, the monopolistic advantages, the innovative
technologies, the qualification of the personnel, the corporate strategy, the intellectual assets,
the managerial qualities, the dominant market positions, the development strategy, high quality
products, regular customers, reliable suppliers, the licenses, the influence, the information
communications, the promotional events, professional retraining, the intellectual, technological
and client capital, know-how, etc.
Methods. In the course of the analysis of the goodwill by the example of the trading enterprise,
the general approach to the indicators, allowing to evaluate or to measure the asset should be
determined. In our opinion, such indicators can be: the coefficient for the retailer's profit
contingency over the average market indicator, or the alternative cost of the retail premises
(the possible rental costs of the enterprise, assuming that all available premises are leased).
In the modern literature, the possibility of evaluation of the goodwill and the intellectual assets
in general, created using the knowledge, skills and expertise of the employees, are considered
in terms of application of a unit, generating a cash flow (Dudin, Sepiashvili, Smirnova, Frolova,
& Voykova 2015; Nonaka & Takeuchi 1995). Whereas a unit, generating cash flow, can be only
the sources of cash assets that directly create their inflows relatively separately from other
assets. It is proposed to consider a department of a trading enterprise to be a unit within such
an enterprise. Accordingly, the employee of the department is a factor in the implementation
and creation of the goodwill. Depending on the efficiency of the activity of both the individual
employee and the collective as a whole, the value of the goodwill that the enterprise gets will
change.
The calculation of the effective cost of the goodwill (at the internal level) is proposed to be
carried out by comparing the current value of the unit of the retail premises, occupied by the
department (while maintaining its specialization), with the profit, obtained by the retailer as a
whole from the activities of this department. The calculation should be carried on using the



following formula:

Where:

Gl is the price level of the goodwill of the retailer;

Id is the profit received from the activity of the department included in the business of
the retailer;

MP is the market price of the retail premises of the department, included in the
business of the retailer;

k is the coefficient of seasonal demand.
The criteria for the evaluation of the effectiveness of use of the existing goodwill must be
measured continuously, which allows to diagnose the deviations of the existing level from the
value taken for the base. The main reason for the reduction in the price of the goodwill in the
short term, in our opinion, (exclusively of the wave of seasonal fluctuations in demand) is the
efficiency of human resources. In this case, the concept of basic level of goodwill return should
be introduced, and the changes in the level of efficiency of use of the goodwill of the trading
enterprise should be monitored based on comparison of the current and basic levels:

where Gl0 and Gl1 are, respectively, the level of use of the goodwill of the enterprise in the
base year and in the current year.
The main problem, when using these approaches, is as follows. It is almost impossible to
determine the change in the goodwill level in the case of a simultaneous reduction in sales and
in the price of the retail premises. Besides, these two indicators are interrelated to some
extent. In our opinion, it is also advisable to use the measurement of the factor of growth of
each indicator, as well as the determination of the aggregate of the growth factor to diagnose
the possible deviations. The specified calculation becomes possible at use of the economic
return factor:

Proceeding from the expression (3), the indicator of the reduction in the price level of the
goodwill can be the value of the economic return factor, since if the value of this factor is less
than unity, one can speak of a reduction in goodwill price of the enterprise. If the reduction is
observed under the influence of a decrease in the sales or income of the enterprise, the
reduction in the cost of using of the goodwill can be considered seasonal, but if the enterprise
does not take certain actions to maintain the attractive image in order to increase the sales,
this process may lead to a constant downward trend in goodwill price. If the reduction in
goodwill price is observed due to a reduction in the market price of the retail premises, one can
talk about the strategic problems of the enterprise (Dudin & Ivashchenko 2016; Grichnik,



Brinckmann, Singh, & Manigart 2014).

2. Results
To determine the possibility of improvement of the goodwill price within a specific unit of its
measurement (the department of the trading enterprise "Tekhnika dlya doma" (“Equipment for
home”)), a practical study was carried out, consisting of three consecutive stages, at the first of
which the level of goodwill and the factor of economic return of the department under study
were determined; at the second stage, the work was carried out with the staff of this
department to increase the level of knowledge, skills and expertise in customer-centered
service; at the third stage, the level of goodwill and the factor of economic return were re-
determined to identify the significant differences in the measured goodwill performance.
Let us consider the personnel development more detailed. The simplicity of the model of work
lies in determining one key competence (loyalty of the personnel) and formulation of the
values, determining the direction of personnel development. In addition to key competencies,
the training in the trade management standards and training in product knowledge were also
conducted. These three elements can describe the entire system of development of the
personnel of the trading enterprise. In this case, the "mystery shopping" approach was applied;
for this purpose, a well-known approach to evaluation of the work of sales consultants and
other categories of personnel directly in contact with the client, was reoriented from the
evaluation tool to the development tool.
Previously, the service profile was developed – the norms and standards of service were
described. Each employee of the department studied these norms and took the exam at the
end of a two-week course of studying of goods and the standards of service. Only after the
successful passing of the exam, the employee was admitted to the customer service and after
that the employee was evaluated, according to the "mystery shopping" program. The evaluation
of the personnel was performed according to two indicators: the evaluation of the level of
knowledge of goods; the results of the "mystery shopping" (the ability to sell/serve the
customer).
The results of the re-measurement of the goodwill level and the economic return factor upon
the completion of the development work showed the presence of significant differences in the
value of these indicators at the first and third stages of the study. It is also worth noting that
the competencies that have been identified as the key ones for the employees of the enterprise,
and correlate completely with the values declared by the management of the trading enterprise.
That is, it can be said that the structure of the training itself is determined by the values of the
enterprise and it is possible to make a direct link between the successful practices and
observance of all values. As a result, the observance of the values of the enterprise strengthens
the system of training and development, which in turn affects positively the sales results, and
this thesis is confirmed by the results of other studies (Tokuhama-Espinosa 2015).
It should be emphasized that the price of retail premises can be significantly influenced by the
personnel of the enterprise, which creates the image of a commercial facility, and, ultimately,
determines the additional cost of the retail premises. Proceeding from this, in the absence of
the response of the management of the trading enterprise to the deviation of the indicators of
the efficiency of tactical use of the goodwill (or in the case of an ineffective response), its
strategic effectiveness and the actual value of its goodwill are inevitably reduced.
In this context, it is of interest to ensure the prospects for the development of the goodwill. In
our opinion, advertising activities alone are incapable of forming the goodwill of a trading
enterprise. Moreover, the value of advertising in the process of formation of the goodwill is
reduced under the influence of the period of operation of the enterprise. In this case, the
factors of service quality, assortment policy and marketing activity come to the fore in the
formation of the goodwill. These indicators create the basic price of the goodwill in the process
of functioning. The improvement of the effectiveness of the implementation of these indicators



certainly faces the problem of labor potential and involvement of the personnel. That is, in fact,
the goodwill of a trading enterprise, as it was mentioned above, first of all, depends on the
personnel of the enterprise.

3. Discussion
According to the results of the theoretical analysis and practical research, one of the main
indicators, characterizing the effectiveness of the development of a trading or service
enterprise, is the indicator of its goodwill price. This is especially due to the fact that, as a rule,
the value of the gross assets of such enterprises is much lower than their market value, or the
value of the retail premises that can be leased out. However, this difference is precisely the
financial value of the goodwill. The intangible nature of the goodwill is extremely sensitive to
various external factors. As is known, the main goodwill growth factors are: the increase in the
value of the company's name, the development of the consumer base, the positive morale of
the personnel and other similar factors that can generate profit.
According to the performed analysis of the theoretical views of the researchers on the
interpretation of the "goodwill" concept, there are three main approaches (Mazzi, Andre,
Dionisiou & Tsalavoutas 2017; Mueller & Supina 2002; Filip, Jeanjean & Paugam 2015; Knauer
& Wohrmann 2016).
Legal approach. In this approach, the goodwill is considered in terms of certain rights to the
objects of non-material nature that can be separable or inseparable from an individual physical
or legal entity. According to one group of scientists, such assets are inseparable from the
enterprise, while other researchers believe that they can be identified and classified. The
objective component of the goodwill as a legal category is the non-property benefit, which is
understood as the results of the intellectual activity, the personal non-property benefits, and
the subjective component, which is the goodwill forming information, that is, the information
provided directly by the legal entity and the results of evaluation of the goodwill performed by
the other subjects of law. It should be noted that in the literature there are almost no
interpretations of the goodwill in terms of a personal non-property benefit, and the public one
or the public evaluation are emphasized; thus, only the subjective side of this concept is
considered as a legal category.
If we consider the goodwill based on this point of view, then we should also note the sources of
external information, that is, those who carry out the evaluation. On the one hand, the
information is submitted directly by a legal entity. At the same time, the advertising as well as
the various actions and PR campaigns will be used to attract the attention of the consumers and
the counterparties and positively influence the own goodwill. On the other hand, the
information can also be provided by other legal entities, namely by the independent rating
companies, the subjects of valuation activity and the consumers in general. However, it should
be remembered that the ratings and other estimates are not always objective; in particular,
they can be formed by the means of unfair competition, that is, the legal entity, so to speak,
can get the goodwill instead of developing it.
Given the above, it can be concluded that the goodwill of the legal entity is a personal
immaterial benefit of a legal entity, formed on the basis of existing information, the prestige of
its trademark, corporate (commercial) denomination, business qualities of a legal entity as a
counterparty in the civil legal relations, the evaluation by the consumers and other subjects of
civil law, which is materially expressed in the form of a goodwill (non-property asset) of a legal
entity.
Two important conclusions can be made from the above definition. First, the basis for the
formation of the goodwill is undoubtedly the information that can exist in the form of an
external evaluation of a legal entity and its internal evaluation. At the same time, as a result,
the non-property asset of the enterprise can also be formed – the goodwill, that can vary
depending on the information available (both positive and negative). Secondly, the information



is considered truthful, unless otherwise proven in the established order. The external expression
of the goodwill is a public evaluation of both the goodwill and the legal entity in general. This
can be called a "visible part" of the goodwill, on the basis of which the counterparties make a
decision on possibility of entering into legal relations with this entity, and the consumers make
a decision on the possibility of acquiring its goods or services.
Unfortunately, not all legal entities conscientiously form their goodwill, discrediting the goodwill
of other legal entities, and thereby trying to occupy, if not dominant, then a higher position in
the market. Therefore, the consumers and counterparts should be aware of the possibility of
"buying" of the goodwill by the individual legal entities via obtaining the first places in the
ratings and "independent" estimates. A legal approach to understanding of the goodwill makes
it possible to create the prerequisites allowing to express it as the asset of the enterprise, since
it ensures the possibility to correlate an understanding of the goodwill in a legal aspect with the
criteria for recognition of the assets in the accounting.
Accounting approach. It assumes the understanding of the goodwill only in the course of
acquisition or privatization (corporatization). From the accounting point of view, the goodwill is
the intangible asset, in fact, in value terms, the amount that the buyer of the enterprise is
willing to pay in excess of the book value of its assets. The existence of such a difference is due
to emergence – the characteristic of the enterprise as a system, i.e. due to the irreducibility of
the properties of the system to the sum of the properties of its elements. Any positive or
negative circumstances associated with the image of the company are the elements, forming
the price of the goodwill. Thus, the accounting represents the most conservative attitude to the
goodwill, arguing that it is possible to identify the goodwill only in case of a reliable evaluation
of the business of the enterprise.
Economic approach. According to this approach, the goodwill is broadly understood as a
collection of certain non-material assets and resources that have not yet been identified and
evaluated. This approach allows to create the prerequisites to express the goodwill as a set of
certain identifiable assets, not only in the course of merger of the businesses, but also during
the current activity of the enterprise.
Based on this understanding, the goodwill of the enterprise exists during the whole period of
existence of a specific subject, and not only during its association with another entity. As a
result, the internal goodwill, that is, the aggregate of the intangible assets, generating the
opportunities for the enterprise to receive future benefits, may occur in the current activity of
the enterprise. The internally created goodwill is a composite category, formed from a set of all
intangible attributes of economic activity. The goodwill of the enterprise arises inside the
enterprise and is immanent to it; it exists at every point in time of the organization's activities
and affects its financial results.
Returning to the information component of the goodwill (as a source of generation of the
revenue and profits of the enterprise), it is necessary to note the relationship between the
information and the goodwill. This component also requires a definite study. In particular, all the
information available at the enterprise can be divided into three parts:

the information created and used within the enterprise;
the information created in the enterprise to be disclosed to the third parties;
the information provided by the third parties and used either inside the enterprise or disclosed to the
third parties.

In accordance with the proposed classification, most of the information flows are created or
carried out with the help of the personnel. That is, there is a close relationship between this
component and the skill level of the personnel. As it is known, the main components that
ensure the normal functioning and development of the enterprise are: the objects of labor, the
means of labor, the land, the labor and the information. However, the last three ones – the
land, the labor and the information – will obviously be the main factors of revenue and profit
generation for the trading enterprise. Moreover, if the image of a land plot is not fundamentally



dependent on the activities of the enterprise, the information component and the personnel are
largely under the regulatory impact of the enterprise. However, the personnel as a center for
creation of the added value can be a threat to its receipt. So, in the case of engagement of the
employees, whose loyalty to the enterprise was not fully determined, in the service or trading
activities, the enterprise faces the threat of losing of the part of the profits, or the price of the
goodwill through the undesirable actions of the employees.
At the same time, the reason for the partial loss of the goodwill may be not only the disloyalty
of a certain employee (or a group of employees) towards the enterprise. The reason for the
threat may also be a confluence of circumstances or lack of competence of a certain employee,
or group incompatibility of the team.
Undoubtedly, the managers of all levels try to improve the control over the effectiveness of
employees' activities, but this control does not always allow to assess all the components of the
threats to the goodwill of the enterprise due to the absence (reduction) of the loyalty of an
employee (or the group). For a commercial enterprise, the personnel-related threats can
include three main groups of various adverse (undesirable) consequences:

the threats related to the immediate loss of income and profits (theft and other unlawful actions,
violation of labor discipline, etc.);
the threats related to loss of goodwill price, or goodwill return (customer loyalty, image of the shop);
the threats associated with the loss of income and profit (reduction in the attractiveness of the
leased premises, negative information in the media).

 In fact, in this context the enterprise deals with three kinds of social risks. Undoubtedly, each
component of social risks deserves the attention to be paid by the of managers of the
enterprise, but the subject of our study is precisely the mechanism for evaluation of the threats
to the goodwill on the part of the employees, as the least studied in modern business practices.
On the basis of such an evaluation, it becomes possible to propose the methods aimed at
counteracting the reduction of the goodwill price. In our opinion, the efficiency of the personnel,
in addition to training and development of the personnel of the enterprise, depends on such
components as:

the efficiency of staff selection;
the efficiency of the activities aimed at the adaptation of the young employees;
the efficiency of the employee incentives;
the efficiency of the organization of the labor incentives;
the efficiency of labor standards, etc.

Each of the above components in case of inefficient implementation can lead to a decrease in
the efficiency of the use of labor resources, a decrease in the quality of human capital and a
reduction in the goodwill price.
Thus, the modern economic practice requires a personnel development program. Such a
program can create the conditions for improvement of the efficiency of the business unit. In our
opinion, the efficient personnel, especially in conditions of the sufficient level of professional
training, creates the prerequisites for the formation of the positive image of the enterprise, i.e.
the efficiency of the personnel development is directly related to the indicators of the goodwill
of the enterprise. The higher is the personnel potential of the enterprise as a whole, the more
perfect is its goodwill, which is capable of generating the revenue, because: 1) the process of
improvement of the goodwill is continuous; 2) the return of the goodwill from its use occurs in
the form of creation of the added value.

4. Conclusions
From the point of view of the influence of the personnel on the creation of the goodwill, the
latter can be characterized as a product of the intellectual activity of the enterprise or the
actual evaluation product of the functioning of the human capital acquired by the creative work
of the persons present in it (the enterprise). Thus, the goodwill in the modern sense



characterizes in an integrated manner the activities of the enterprise and is based on a
combination of the economic and non-economic components, which causes the emergence of
the synergistic effects, as well as the growth of the innovative activity of the business entity,
which is extremely important in the transition from the industrialization to the post-industrial
economy (Freeman 1987; Kong & Stevens 2011).
In our opinion, it should also be noted that the main prospects for the development of the
increase in the price of the goodwill of the enterprise are created not by the entire collective,
but by its individual elements, designated herein as the centers of generation (formation) of the
income and profit. Accordingly, the management of enterprises should most actively develop
the knowledge, the skills and expertise (professional competencies) precisely among the
employees of such cents, as this will allow to maximize the added value of the business, as well
as to increase the cost of the goodwill of the enterprise, which will positively influence the level
of its value for the personnel, management, stakeholders, as well as for the owners (founders
or shareholders).
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