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NON-FINANCIAL REPORTING AS A TOOL FOR HUMAN
CAPITAL ASSESSMENT

Mpykola Kharchenko, PhD, As. Prof,
Liudmyla Starchenko, PhD, As. Prof,
Zhanna Oleksich, PhD, As. Prof,
Sumy State University, Ukraine

Introduction. In the contemporary knowledge-based economy, human capital is
increasingly recognized as an important source of organizational value and
competitive advantage. The growing importance of knowledge, skills, competencies,
and experience of employees has changed the perception of people in organizations
from a traditional labor resource toward a strategic source of value creation. Human
capital resources include characteristics embodied in employees that can contribute
to organizational outcomes and therefore require appropriate approaches to their
identification and measurement (Ray et al., 2022; Zhang et al., 2023).

At the same time, traditional financial reporting provides limited information
about the qualitative characteristics of employees. Personnel-related expenditures
are generally reflected as costs, whereas knowledge, competencies, experience,
commitment, and development potential are not directly recognized as
organizational assets. This creates a need for complementary information that
enables stakeholders to understand how organizations develop and utilize their
human potential.

Non-financial reporting provides an opportunity to disclose information about
employees and their development that cannot be adequately represented through
financial indicators alone. Such information can include workforce characteristics,
employee development, training, competencies, commitment, and other
characteristics related to the organization’s human capital. The importance of
employee commitment as a characteristic connected with human capital resources is
also emphasized in recent research (Andersén & Jansson, 2024).

The aim of the study is to substantiate the role of non-financial reporting in
human capital assessment and to identify the main groups of indicators that can be
used to characterize human capital.

Data and Methods. The study is based on a review of recent academic literature
on human capital resources and their measurement. The theoretical basis is formed
by the studies of Ray et al. (2022), Zhang et al. (2023), and Andersén and Jansson
(2024), which examine the conceptualization, measurement, and characteristics of
human capital resources.

A systematic literature review and comparative analysis were used to identify the
main characteristics of human capital and to determine their potential representation
through non-financial reporting. The analysis focused on three dimensions: the
characteristics embodied in employees, approaches to human capital measurement,
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and organizational factors associated with the development and utilization of human
capital.

Results. The analysis demonstrates that human capital should be considered as a
multidimensional concept that cannot be adequately assessed through a single
quantitative indicator. Zhang et al. (2023) emphasize the importance of clearly
defining and measuring human capital resources and demonstrate that the concept
includes a range of employee characteristics relevant to organizational performance.
Ray et al. (2022) similarly conceptualize human capital resources as employee
characteristics that may contribute to organizational outcomes.

Based on these approaches, the information relevant to human capital assessment
through non-financial reporting can be grouped into several dimensions.

Table 1. Main dimensions of human capital assessment through non-financial

reporting

Dimension Examples of indicators Human capital characteristic
Workforce Number and structure of employees, | Human capital base
characteristics occupational composition
Knowledge and | Education level, qualifications, | Knowledge
education professional knowledge
Skills and | Professional and organizational | Productive capabilities
competencies competencies, skill development
Employee Training, professional development, | Human capital accumulation
development career development
Experience Length of service, professional | Accumulated knowledge

experience

Commitment Employee commitment, | Relational and motivational
and engagement | engagement, retention characteristics

Source: developed by the author based on Ray et al. (2022), Zhang et al. (2023), Andersén &
Jansson (2024).

The first important dimension concerns the characteristics of the workforce.
Information about the number and structure of employees provides a basic
description of the organization’s human resources. However, such quantitative
characteristics alone cannot represent human capital. Human capital assessment
requires consideration of the knowledge, skills, competencies, and other
characteristics embodied in employees (Ray et al., 2022; Zhang et al., 2023).

Knowledge and skills represent core components of human capital. The
measurement of these characteristics is important because employees with different
levels and combinations of knowledge and competencies may have substantially
different productive potential. Consequently, non-financial reporting can provide
information about employee education, professional qualifications, competencies,
and opportunities for their further development.

Employee development is another important dimension. Investments in training
and professional development can contribute to the accumulation and renewal of
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human capital. From this perspective, information about employee development is
relevant not only as an indicator of organizational expenditure but also as evidence
of the organization’s efforts to strengthen the productive potential of its workforce.

An additional dimension is employee commitment. Andersén and Jansson (2024)
emphasize the relationship between organizational commitment and human capital
resources and introduce the concept of commitment capital as a way of connecting
these dimensions. This suggests that employee commitment may be considered an
important characteristic when assessing the capacity of human capital to contribute
to organizational outcomes.

The analysis therefore indicates that non-financial reporting can provide
information about both the quantity and quality of human capital. Quantitative
indicators describe the size and structure of the workforce, while qualitative
indicators provide information about knowledge, skills, competencies, experience,
development, and commitment. The combination of these dimensions provides a
more comprehensive understanding of the organization’s human capital.

However, the assessment of human capital through non-financial reporting
remains methodologically challenging. Human capital is multidimensional, and
different organizations may use different indicators and measurement approaches.
Zhang et al. (2023) emphasize the importance of conceptual clarity and appropriate
measurement of human capital resources, which is particularly relevant for ensuring
comparability between organizations.

Another challenge is establishing the relationship between human capital
indicators and organizational outcomes. The presence of highly qualified employees
does not automatically guarantee higher performance. The value of human capital
depends on how employees’ characteristics are utilized within organizational
processes. Therefore, non-financial reporting should ideally provide not only
information about the characteristics of employees but also information that allows
stakeholders to understand how these characteristics are developed and utilized.

Conclusion. The study confirms that non-financial reporting can serve as an
important source of information for human capital assessment. Its main advantage is
the possibility of complementing financial information with qualitative
characteristics of employees that are not directly reflected in traditional financial
statements.

Human capital assessment should combine indicators describing workforce
characteristics with information about knowledge, skills, competencies, experience,
employee development, and commitment. Such an approach corresponds to
contemporary research, which considers human capital resources as employee
characteristics that can contribute to organizational outcomes (Ray et al., 2022;
Zhang et al., 2023).

Therefore, non-financial reporting can contribute to a more comprehensive
understanding of the organization’s human capital and its potential for value
creation. Further research should focus on developing an integrated system of
indicators that would improve the comparability of human capital information and
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strengthen the connection between human capital characteristics and organizational
performance.
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