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Abstract

The research aims to evaluate the use of both the quantitative
approach (indicators) and the narrative approach in accounting for
innovation.

The research found that measuring innovation quantitatively is
done through three types of indicators (inputs, intermediates, outputs),
and measuring by combining the three types of innovation indicators is
more appropriate than capturing a single set, as it leads to a broader
understanding of the concept of innovation. This is positively reflected
in the quality of financial reports.

The research also concluded that narrative disclosure of
innovation helps in providing information related to innovation as a
source of value that has not been recognized in the financial
statements, and how the company manages, sustains and develops
these important sources. It also contributes to providing additional
explanations for the numbers related to innovation recognized in the
financial statements and explains the circumstances and events that
formed the information included in the financial statements, which
increases the quality of financial reports.

The study also concluded that combining the financial, narrative
and quantitative approaches in accounting for innovation leads to
improving the quality of companies’ financial reporting; narrative
disclosure in addition to disclosure of indicators adds a complementary
dimension to the abstract numbers in the financial statements. This
contributes to providing a clear and comprehensive picture of this
activity of a special nature, and thus the reports are of higher quality
and more appropriate.

Keywords: Non-financial approaches, accounting, innovation.
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