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Abstract

:

The paper aimed at assessing and identifying in a comparative way the potentiality and suitability of the Integrated Reporting (IR)’s definition of human capital (HC) within a selection of companies and social cooperatives. Employing in-depth interviews, the qualitative study analyzed the points of view of a selection of human resources managers to firstly check and test the connection between human capital, value creation, and social impact. The contribution of human capital to value creation is not easily recognized, especially by smaller-sized companies. The results suggested that the HC definition of the IR in the for-profit sector seems to be more applicable to the top management than to the whole workforce, while it appears as “fitting” for the managers of social cooperatives because of its explicit focus on ethical values, loyalty, and motivation. This allowed opening possible channels of dialogue between the profit and not-for-profit sectors. The paper proposed practical recommendations to operationalize the IR’s HC definition.
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1. Introduction


The paper focused on human capital (HC) and value creation dynamics in a selection of Italian conventional firms and social cooperatives. The paper intended to clarify whether the Integrated Reporting (IR) definition of the HC defines a model that could be applicable in order to better manage the value creation process and indirectly influence the potential social impact. To achieve such a goal, researchers interviewed a purposive selection of HR managers from conventional firms and social cooperatives active in the Northwest of Italy.



The IR framework foresees six capitals: financial, manufactured, intellectual, human, social and relationship, and natural. Such capitals are defined as ‘stock of value that are increased, decreased, or transformed through the activities and outputs of the organization. This represents one of the main key concepts of the IR and also one of the most criticized’ [1,2], mainly because of the difficulties in comprehension and adoption by firms.



One of the main theoretical references followed in the research is the critical accounting approach [3,4]. The critical accounting approach [5] insists on the role of accounting as a catalyst between organizations and companies to make accountability a wider, inclusive, and democratic process focused on their social impact. The paper contributed to the debate on the limits of the conventional accounting/non-financial reporting and accountability models [6,7], especially if applied to the social entrepreneurship sector [8]. This difficulty of adaptation and application of traditional models increases exponentially in measuring, evaluating, and reporting the most intangible elements of organizations, such as HC [9]. The same standard-setters highlight how the HC is one of the most difficult capitals to be measured and disclosed.



The literature [10,11] has shown that, up to date, the implementation of the IR model is still limited; however, the IR is recognized as a tool for transparency and accountability. Research based on a sample of IR prepared by a sample of 18 European State-owned enterprises between 2013 and 2017 shows an increasing level of disclosure during the observed period [12].



Some emerging studies [13,14] are highlighting the potentials and limits [15] of the IR model. This paper can be included in this recent branch of research. In this sense, the purposive sample of Italian companies and social cooperatives can constitute an interesting and challenging field of analysis not sufficiently explored. Additionally, the study intends to practically contribute to the call launched by several authors [10,16,17] to critically stress and explore benefits and constraints related to the IR application and directly contributing to the active debate promoted by the IIRC.



The definition provided by the IIRC states that the HC is related to ‘people’s competencies, capabilities and experience, and their motivations to innovate, including their:




	-

	
alignment with and support for an organization’s governance framework, risk management approach, and ethical values →




	-

	
ability to understand, develop and implement an organization’s strategy →




	-

	
loyalties and motivations for improving processes, goods and services, including their ability to lead, manage and collaborate’. This definition is closely linked to value creation [18], goes beyond economic performance, and is an extensive and wide concept involving different scales also external to the organizations.









The dynamics between HC and value creation represent a quite challenging topic to be in-depth studied both from the academics and the practitioners’ point of view. The IIRC itself highlighted the difficulties to adequately explore the connections between HC and value the creation process, in which reporting can play a crucial role for communication and measurement issues. Despite the fact that human capital is increasingly recognized as a relevant driver of corporate competitiveness and sustainability, the limits of financial measurement systems, which cannot fully evaluate intangible resources and are inadequate to deal with the difficulties inherent to managing the development of new emerging assets, are clear [19]. As stated by Beretta et al. [20], intellectual capital disclosure, in fact, is mainly with a backward-looking orientation and with a limited focus on human capital. In order to try to overcome this issue, few studies proposed frameworks for integrating tangible and intangible aspects of HC to comprehensively measure the overall level of human capital, as that by Mubarik et al. [21].



The peculiarity of the present paper is related to its effort to include the HR manager’s point of view in the whole analysis, jointly with a more financial-oriented perspective. The same IIRC highlighted that the HR managers were one of the least involved categories in the IR redaction phases. Starting from such challenging aspects, the paper focused on the analysis of the human capital and value creation process within two different types of organizations: conventional firms and social cooperatives. Conventional firms represent a quite well explored scope of analysis for research around IR issues, on the other side, the social cooperatives have been less analyzed. It has been noted that the debate in the social sector around the measurement of social innovation outcomes and impacts mainly reflects the perspective of private social finance that increases the demand for consistent measures to account for the intended social impacts of capital allocation. In response to these demands, a number of organizations have developed methodologies for measuring the success and impact of innovation, attempting to incorporate social and environmental ‘bottom lines’ [22]. This area of research constitutes an interesting and challenging perspective for a series of reasons. First, the IR appears to be an appropriate framework for combining both qualitative and quantitative elements and is adaptable to structures with entrepreneurial characteristics used to manage multiple capitals and seems to be compatible with multiple objectives and stakeholders’ claims as social cooperatives [23,24]. Second, the IR approach appears consistent with nature strongly oriented on mission and commitment typical of some types of social cooperatives focused on disadvantaged people, quite low trained/educated and normally kept outside from the “traditional” job market. Third, the social cooperatives, despite being “quite” formally ignorant of the IR model, are already applying such an approach in practice more than conventional firms with a less holistic vision.



Starting from the assessment of the HC definition provided by the IIRC, the paper analyzed the links between HC and Intellectual Capital (IC), compared HC and value creation dynamics between conventional and social entrepreneurship, and built some possible bridges and exchange of best practices between them. In particular, the paper addressed the following research questions:




	
RQ1: Is the IR’s HC definition effective and applicable to both conventional companies (including SMEs) and social cooperatives?



	
RQ2: Are the components of the IR’s HC definition useful to articulate a clear picture of the value generated by the HC management of conventional companies (including SMEs) and social cooperatives?



	
RQ3: Could the IR be a possible and useful driving force to improve the HC valorization within both conventional companies (including SMEs) and social cooperatives towards the goal of improving social impact?








The paper is organized as follows: first, we introduce the theoretical framework; then we detail the methodology applied in the research; afterward, we explore and discuss the main findings; finally, we expose the final conclusions of the study.




2. Materials and Methods


The search for greater accountability, the need for valuable and context-oriented HC information (not merely quantitative), and the establishment of proper and specific non-financial reporting models constitute some key issues for the whole social economy sector [25,26]. Previous research as that by Tejedo-Romero and Araujo (2021) showed that companies are adapting to new regulations and voluntarily disclosing information on human capital, a trend that signals their commitment to responsible attitudes towards employees and stakeholders [27]. For such reasons, the paper can be inserted within the stakeholder theory framework, which analyses the value creation at the firm level and considers the implications of stakeholders’ expectations on the information disclosure process 6/16/21 7:46:00 PMp.m. At the same time, the behavioral decision-making theory, more focused on the individual level and on the firm attributes and stakeholder perceptions, also represents a valuable theoretical framework for the analysis [28] mainly because of its greater attention to the increased IR quality and not only on its implementation process.



While the greater part of the academic literature on IR is mostly focused on the studies of the Intellectual Capital (IC) [16,29,30,31,32,33,34], looking at the HC as a subcomponent of the IC together with the relational and organizational capitals, only a few works directly addressed HC in a stand-alone perspective [35,36].



In the last decades, many definitions and interpretations of HC have been proposed related to the human resources field and around the IC perspective [37,38,39]. Despite HC and HR (human resources) could be often interchangeably used, HC includes a whole range of factors such as people’s knowledge, competencies, experiences, and the full contribution of these to the firm’s performance [40]. According to a managerial point of view, HC is composed by staff know-how, staff formal qualifications or aptitude, union relationships with management, and staff relations [41]. Human capital is captured of ‘know-how, education, vocational qualification, work-related knowledge, work-related competencies, entrepreneurial spirit’ [20].



At a general level, findings from a cross-country analysis emphasized the role of human capital in enhancing the awareness of and compliance with environmental regulations, thus leading to an improvement in environmental performance [42].



However, the measurement and the impact of the specific human capital is a challenging activity. An example is that of Ortega-Lapiedra et al. [19] that defines a human capital specific index (HCSI) to analyze the influence of firms’ human capital in their activities devoted to environmental improvements through innovations to produce new ecological products or to introduce eco-innovative processes based on more sustainable resources and the reduction of waste. The study evidenced empirically that human capital is responsible for creating a sustainable competitive advantage in the eco-innovative activities of the business.



Another study has evidenced that both the human capital development and employees’ commitment were found to have a partial mediation in the strategic HR management practices and sustainable competitive advantage [43].



These intangible resources are embedded in the context in which they work and can be presented “in action”, showing their contribution to value creation [44]. In order to cover the lack of information in regard to the long-term value creation process [45], the IR framework-based disclosures are characterized by a greater variety of items and more emphasis on human capital [46]. Moreover, as stated by Passetti and Cinquini [47], developing an integrated approach to reporting could provide a more complete overview of the companies’ characteristics and performance, with the aim to reduce information asymmetry.



Despite its several criticisms and challenges [15,18,48,49], some emerging research has shown that the IR could be a suitable model to be applied also to hybrid and not-for-profit organizations [12].



The general definition given is that hybrid organizations are organizations created in order to address public needs and to produce services that are public in character, at the same time resembling private corporations in the way they are organized and managed [50].



It has been shown that the combination of public and private characteristics in one organization generates ambiguity that manifests itself in the strategic objectives as well as in the structure of the organization. As stated by Cornforth [51], organizational governance is important in helping to manage competing pressures in order not to degenerate into being no different from capitalist forms of businesses. In fact, one of the challenges facing hybrid organizations, such as social enterprises, is how to combine different logics: commercial logic necessary for operating in the market with a ‘charitable’ logic of pursuing a social mission [52,53].



The ambiguity imposes specific abilities of the management especially, in driving the human capital [50]: research suggested that organizational membership decisions and socialization policies contribute to imbuing members with organizational values and associated working practices so that they may act based on moral reasoning and commitment to organizational goals [52]. It was found that human capital affects social capital [54] and that experience and cognitive ability influence personal relations and complicity. In other terms, the organizational performance also in terms of social impact is strongly influenced by human capital.



One of the starting points of the research lay in the assumption of Gamerschlag and Moeller around the positive cause-effect link between HC reporting and disclosure and the skills [55], motivations, and commitment of the workforce. Producing human “capital” disclosure on the one side allows companies to determine and appreciate the contribution that human resources provide to the overall economy of the company and on the other, to understand how to improve it, through both a qualitative and quantitative assessment done ex ante or ex post as well [56].



The model was based on a relationship between a company’s human capital and its financial performance, taking three factors into consideration (see Figure 1):




	(1)

	
workforce-related factors (human capital), such as the workforce’s capabilities, its motivation, and commitment;




	(2)

	
company-internal factors (structural capital) include a company’s operational performance, its innovation ability, as well as its corporate culture;




	(3)

	
company-external factors (relational capital), parameters outside the company that are relevant to a company’s success.









Our analysis responded to the call launched by Gamerschlag and Moeller to empirically test the veracity of their assumption, focusing in particular on the first factor (the workforce-related or human capital) [55], since it appeared to be the most coherent both with the HC definition of the IR and the core of the paper as well, through semi-structured qualitative interviews addressed to the human resources managers (HR), of ten selected Italian companies and social cooperatives.



The logical process applied in the research was as follows. Starting from the HC definition of the IR, the focus was on three joint levels/points of views of value creation processes: (1) the value creation for/within the HC concept; (2) the value creation for/within the company/cooperative; (3) the value creation towards the external environment (i.e., the social impact).



In order to explore such value creation processes, the following key issues/drivers were checked: (1) how the HC definition of the IR was adapted to the “work scheme” of the selected organizations; (2) how the single HC definition components effectively contributed to the value creation; (3) whether the social cooperatives expressed a greater level of acceptance/sharing of the HC definition; (4) how such potential greater level of acceptance might imply a better HC management and, thus, a greater internal and external value creation.



The main research statement lay around the hypothesis that whether an organization (mainly a hybrid form as the social cooperative) effectively interpreted and applied all components of the HC definition of the IR, might consequently improve its performance and management of HC and, thus, enhance its social impact also outside.



The research approach was qualitative and interventionist [57]. The data collection was based on multiple sources, both primary and secondary data. The primary data were collected from semi-structured interviews addressed to a purposive sample of HR managers coming from companies and social cooperatives active in the Northwest of Italy, while the secondary data (when available) were collected through the content analysis of the NFR (included the companies-integrated reports when available), of their website’s sections related to sustainability and CRS issues, and through the reading of other documents (as the social reporting of the cooperatives when available). The combined use of primary data and secondary data made the research design more convincing and consistent [58] allowing to validate the information collected and to identify further insights [59].



The semi-structured interview method (see Appendix A) allowed a certain level of reciprocity between interviewer and participant, enabling to improvise follow-up questions based on the participants’ responses [60]. The choice of in-depth and semi-structured interviews was in line with the localist perspective in accounting [61] to make it more inclusive and increase its role and social effects. Furthermore, semi-structured interviews allowed understanding ‘the way interviewees perceive the social world under study’ [57].



The interviews were carried out between February and November 2020. The interviews were addressed to 5 HR managers from 5 conventional firms (5 senior) and 4 HRs (3 senior and 1 junior) from 3 social cooperatives. The characteristics of the respondents are disclosed in Table 1. Regarding the saturation issues, 9 interviewees have been considered enough by Francis et al. [62] if considered as an initial analysis sample. Additionally, samples in qualitative research tend to be small in order to support the depth of the case-oriented analysis specific to this methodology [63]. Additionally, purposive qualitative samples provide richly-textured information on the investigated phenomenon [64].



All interviews were recorded, transcribed, and analyzed using qualitative content and discourse analysis techniques [65].



The “twin approach” towards sustainability reporting identified by Stubbs et al. [66] shaped the necessity to include the HR perspectives. According to this author, involving both internal and external stakeholders allows achieving an actual Integrated Reporting, with many organizational units active in collecting information, communicating, and reporting as stakeholders contributing to the value creation process [66], improving the whole quality, scope, and usability of the reporting. Accordingly, purposive sampling was used to select key informants (HR managers) with acknowledged expertise by their experiences in leading HC [67].



The 5 HR managers of the conventional firms were selected through the geographical proximity criteria, the very different average number of employees, and different sectors, while the 4 HR of the social cooperatives work for some of the biggest social cooperatives from the Northwest of Italy active in the field-of-work integration of disadvantaged workers.



The comparative lens between conventional firms and social cooperative, despite already applied by other branches of the economy (see, for instance, the works on performance and productivity of Thompson [68] or that on wage differentials of Bailly et al. [69]), represents in our knowledge a quite emerging and challenging approach in the literature on sustainability and integrated reporting and human capital issues [70,71].



The choice of very different types of respondents (see Table 1) has been influenced by the will to achieve a pluralist and broad point of view (in line with the dialogic polylogic accounting approach—see Dillard and Roslender [72]) and to study the perspectives of organizations with different levels of added value in terms of human capital intensity. Additionally, a peculiar aspect regarding the social cooperatives respondents was that both the organizations expressly asked to involve two different persons (1 senior and 1 junior from the same department) in the research interviews. This request allowed a different and double point of view on the research topics and also to partially deal with the limited number of involved social cooperatives.



An additional important asset of the selected companies regarded the involvement in the study of 2 companies whose core business was respectively HC management (R3) and IC management (R4). This specialization allowed one to achieve a privileged point of view, mainly in the section of the analysis focused on the connection between HC and IC.



Strictly connected with the willingness to provide a multiple and pluralistic point of view was also the fact that the selected companies provided different types of non-financial reporting. The small and medium conventional firms did not provide any report, 2 social cooperatives provided a social report (which is mandatory for them according to the Italian law), the biggest company of the study was the only which prepared an Integrated Reporting.




3. Results


The findings from the interviews were divided into the following sections:




	
Knowledge and use of the human capital concept,



	
HC and social value creation,



	
Value creation through HC between conventional firms and social cooperatives.








3.1. Knowledge and Use of the Human Capital Concept


Concerning the level of sharing and operability with respect to the IR’s definition of HC, respondents were asked to respond by using a 5-point Likert scale (1 = completely disagree, 5 = completely agree). Almost all respondents answered 3 or 4. Thus, the level of sharing to the contents of the HC definition of the IIRC appears quite high, even if at the same time such definition has still been criticized for its excessive technicality and the too theoretical and less operational approach. At the same time, the representatives of the social cooperatives showed a double attitude about the efficacy of applying such HC definition to the basis of the cooperative, to the less-skilled workers/working members. On the one hand, the HC definition can be more easily applied to the top management level (‘firstly, the motivations to innovate and the ability to understand, develop and implement an organization’s strategy’, R9), whereas some of the HC definition components (‘as the alignment with and support for the organization’s governance and the loyalties and motivations towards the final results’, R8) could be more efficiently expressed by “simple” working members. Indeed, for them, the support and the loyalty towards the social cooperative itself was very important, representing an actual ‘way to take back their destiny’ (R9).



Another point highlighted by some respondents was the possible lack of the HC definition provided by the IR model. Among such identified lacks, one of the most significant ones was the ‘self-awareness of people, of workers to be such, to be part of something very specific’ (R7).



The empirical study was aimed at verifying whether and how widespread the use of the term HC was within the selected companies since previous research had also highlighted a general preference towards other terms such as people, employees, staff [73]. It could be observed that a slight majority of companies did not use this term in their corporate communication, while most of them usually employ it within their own organization. The company size does not seem to be a determining factor regarding the use of the term HC within companies. One of the most senior respondents, HR of social cooperatives, clearly stated: ‘I do not like the use of the word human capital, because (it is) too much connected to the financial capital concept’ (R8), while the younger professionals appeared quite open towards the importance of considering the human and financial capital at the same level within the organization.



It was much more interesting to analyze the personal definitions of HC provided by the HR of the companies. Such definitions could be divided into two main categories:




	(1)

	
on the one hand, those who see the HC as a physical resource of the company, a “fuel that makes it go”, from a perspective mainly oriented to the interest and the point of view of the company;




	(2)

	
then, some look primarily at the more “intangible” components of the HC, those related to the skills inherent or developed by employees primarily on a personal and individual level, and not only and solely in the workplace or the formative framework.









This interpretation tends to conceive a closer connection between the company and its staff that can allow the opening of a quite unusual perspective on the delicate dynamics of human capital and the creation of value. On the one hand, the person who leaves the company represents a loss for both parties, from the point of view of the resource, the commitment, and the skills acquired or provided but also about the social and relational capital developed in the company. On the other hand, people (with wrong or right skills and characteristics) placed in the wrong positions can constitute an inefficient investment both in terms of performance and commitment to the company mission as well.



An aspect emerging from the interviews was a sort of division made by some respondents—mainly from the conventional firms—between the ‘more skilled and R&D employees for which the academic titles count more, and the human capital represented by the less skilled and more operational job positions for which motivation is a greater asset to be considered’ (R1). If the technical competencies of people composing the IC are normally clearly recognized by HR, a controversial issue regards the difficulty of the IC “elite” to relate with the HC people entailing quite rare occasions of sharing and cooperation.



The analysis about the level of operationality and possible measurement of the IR’s HC definition was performed, streamlining and facilitating the responses through the aggregation of the HC indicators into different categories as follows:




	(1)

	
employee involvement, staff satisfaction rate, motivation, commitment;




	(2)

	
corruption, business ethics, respect for human rights;




	(3)

	
diversity of staff, gender equality;




	(4)

	
experience, training, education;




	(5)

	
average age/professional seniority/qualifications, education;




	(6)

	
productivity;




	(7)

	
turnover, staff loyalty/commitment rate.









Then the respondents were asked to order such indicators according to a Likert scale (1 most significant; 7 less significant).



The HR managers confirmed the difficulty of measuring and evaluating the HC, which is usually applied in a limited way by research companies and, in any case, requires large investments of time and resources generally not accessible by smaller companies.



It emerged that the HRs included multiple indicators that hold together employee involvement/staff satisfaction rate/motivation/commitment in the first place. The parameters of average age/professional seniority/qualifications/education were placed in the second position. On the other hand, in third place, there were some fairly different variables: productivity, staff turnover/retention rate, and corruption/business ethics/respect for human rights. Finally, in the “last” position, there was the parameter diversity of the staff/gender equality, a theme that, although it is currently the page for academics and professionals (think also of the growing attention to the issue of diversity and inclusion as an engine for the enhancement of personnel and contribution to the creation of value [74]), from the answers collected it appeared relatively marginal compared to other more “conventional” indicators and macro-themes.




3.2. HC and Social Value Creation


In the light of the interviewees’ insights, we tried to understand the usefulness of the components of the IR’s HC definition to articulate a clear picture of the value generated by the HC management. We Considered, in fact, that the IR’s definition of HC is based not only on people’s competencies, capabilities, and experience and on motivations to innovate, but it also relies on specific components (such as alignment with and support for an organization’s governance framework; risk management approach; ethical values; ability to understand, develop, and implement an organization’s strategy; loyalties and motivations for improving processes, goods, and services; ability to lead, manage, and collaborate) that can be directly or indirectly linked with the company’s social impact or social value created.



In this second perspective, the HC definition of the IIRC expresses a concept of human capital that is closely linked to the creation of value, and that goes beyond the economic/performance aspects, implying a more extensive concept involving wider areas and scales (as the social, environmental, cultural, etc.) also outside the company [75,76].



Therefore, the research hypothesized that the creation of value (as that described by the IR model) outside the selected organizations might in some way give rise to effects similar to those of the social impact.



The social impact of a company or organization can include social and environmental changes resulting from activities and investments. The impacts on society include issues related to the issues of equality, livelihoods, health, nutrition, poverty, security, and justice [77]. Investments that create social impacts can take various forms and consist of time, skills, material resources, network connections, reputation, and other valuable resources.



Based on the feedback of the HR’s responses, we could identify two main dynamics/attitudes.



Firstly, on the one hand, the realities of SMEs explicitly declared that they do not contribute to either of these two effects/phenomena. If this answer could be partly explained by perhaps a limited knowledge and/or mastery of these concepts, on the other hand, an interesting aspect emerged. That is the fact that, although these companies denied contributing in a positive way to the creation of value and/or social impact, in reality, they did so in practice. This contribution could pass primarily from the economic and social benefits that come directly to the families of their employees, to have shown attention to the times of corporate, social, and environmental sustainability since before it became a sort of moral obligation for all business realities, but also to the fact of using a network of expressly local suppliers and sub-suppliers, thus, helping to keep the reference production district active both in terms of employment and relationships of trust.



Secondly, on the other hand, the larger companies (with more than 100 employees) showed that they know these two concepts well and recognize the contribution of their companies without doubts/hesitation. This different attitude could certainly be attributable to greater marketing and communication skills but also certainly to attentive and well-organized corporate welfare policies that see their contribution in terms of social impact as a mix between the transmission/acquisition of skills, attitudes and positive values, stable employability levels over time, and a combination of different corporate welfare tools. Namely, positive policies that place the ‘social impact generated as the starting point and ultimate goal of these business realities, although sometimes it can mean making more efforts and having slower reactions in terms of performance/reaction on the market’ (R5).



A controversial and unexpected point that emerged during the research is that of how we cannot always talk about HC and the “incremental” creation of value, but how sometimes the opposite can happen: that is, a decrease in value ‘in terms of loss of social/ethical/skills … impoverishment of the HC due to the company … there may be business contexts in which this occurs’ (R3). What emerges is that this negative dynamic/vision, which associates a strong moral/social connotation with the concept of value, that is the cause of this impoverishment and should be sought more from the managerial point of view than from that one of the people who are part of it.




3.3. Value Creation through HC between Conventional Firms and Social Cooperatives


Partially connected with the topic of the loss of human capital was the specific point of view expressed by the implicit nature of the social cooperatives: ‘if you count 1 when you are part of the cooperative when you live it you don’t count 0.5 or other, you count 0’ (R6).



To compare with the for-profit organizations, the interviewed social cooperatives more easily recognized the social impact of their organization. An exhaustive example was offered by R9, who described a quite paradoxical situation where ‘people entering in the buildings to collect waste paper were maybe those who before committed crimes inside the same buildings […]. The same happened with some supermarkets where our former laborers were then employed’. This is to say that quite often, the people/human resources appeared as the first direct witnesses and proof of the social impact generated by the social cooperatives, first, in terms of self-determination, employment, and welfare opportunities. Such employees also expressed a large and shared corporate spirit made of positive and virtuous behaviors to avoid negative effects on the whole organization to which they belong.



Obviously, it is not possible to make a significant comparison between the social impact generated by a social cooperative and a more conventional firm because of their different nature, vision, and mission. However, such findings allow to undermine a series of common key points between these two types of organizations:




	-

	
a quite hidden acknowledgment and awareness of the generated social impact;




	-

	
a quite general lack of shared and effective quantitative metrics to measure and assess the related social impact;




	-

	
a general impression that the external social impact of the organization may, in some cases, appear more easily catchable/caught than the internal social impact.









Some respondents expressed several doubts regarding the efficacy of the social impact concept, which appeared as a quite vague and trend model, rich in quantitative metrics (e.g., increased number of beneficiaries; the scope of the carried-out activities; etc.), not well adapted to be used to assess the actual management of human people and to represent the value creation process inside and outside the organizations.





4. Discussion


The first aspect that clearly emerged from the research is the limited mutual knowledge between these two sectors, which, therefore, entails visions strongly conditioned by the backgrounds or personal/social networks of the interviewees. In some cases, the opposite vision between profit and not-for-profit emerges more: ‘I can say that we are the polar opposite of the not-for-profit, we belong to an investment fund and we have to soak the return in coffee and milk every morning’ (R1).



One of the priority aspects that emerged from the analysis is the vision of a not-for-profit/social enterprise sector more attentive to the ethical dimension of work, in which people are valued more for their level of sharing the mission and values of the organization rather than their skills and performance. About the skill topics, indeed an interesting aspect to be co-opted by the conventional firms should be the skills enhancement process, sometimes “sacrificed” by the social cooperative because ‘once you enter there, you adapt yourself, […] we don’t make treasure of those who are innovative’ (R8). Another aspect that could be by the for-profit sector is a more organized and structured process of staff selection. Social cooperatives indeed would tend to privilege the empathic concept than the performance or the attitude of people. Conversely, an interesting insight that social cooperatives could bring is the ability and experience related with fragile and marginalized people, those, which normally would be excluded by the conventional labor market.



Closely linked to the theme of the performance was how, among the points in the profit sector that could constitute a virtuous example to export/apply to the non-profit sector, there was a better company organization, respect for deadlines, and deadlines. While, on the one hand, this interpretation could be partially confirmed by the literature on the subject, which describes the difficulties of the not-for-profit sector to approach the issue of the corporate organization more efficiently, on the other, it reflected a vision of the non-profit sector as a sector almost aside; it must not work willy-nilly within the market dynamics of large companies.



Secondly, another relevant aspect of the interviews was the importance of the company size. That is, if at a qualitative level the social impact of the non-profit sector is often seen as greater, at a quantitative level, according to some respondents, larger profit companies would seem to be able to count on a greater reach in terms of social impact. From certain points of view, this vision could find partial confirmation in the past industrial reality of the Italian north-west (see for example how some large historic companies such as FIAT, Olivetti, etc. have in the past largely influenced the human, social, and entire cities through an intense loyalty-building action of its employees, through ad hoc services, and benefits), on the other hand, two possible objections could be outlined. First of all, it was necessary to be careful not to confuse the social impact with the positive effects linked to economies of scale and production districts; furthermore, it could be observed how these large industrial realities have radically changed over time and currently have a territorial presence and an economic (and social) impact, not comparable to the past. The attention that more and more SMEs and social enterprises are showing towards the need to be accountable to the more social and environmental aspects of their activities, despite not representing a legal obligation for them, made us understand how much human capital and value creation, even outside companies, is becoming an increasingly transversal aspect, regardless of company size. Another contact point between the SME and the social cooperative was the existence of less hierarchical relations to compare with the large conventional firms, for instance, ‘the HRs know all (employees) by name and surname, … we are as a big family’ (R8).



Despite their different approaches towards human capital and value creation dynamics, both conventional firms and social cooperatives expressed similar points of view about a series of common topics (Figure 2).



In another perspective, the results showed HC and IC as two different but complementary concepts (in line with the IR vision of capitals) and both difficult to be measured and assessed. Strongly connected to the link between HC and IC was also the common topic of the intergenerationality, namely the challenge of balancing innovation and creativity of the younger with the expertise and the usual and “traditional” organizational way of the most senior human resources. In this sense, it may appear significant that both the social cooperatives included in the study decided to involve also some younger colleagues in the interviews, in a general view of skills and duties handover. In Addition, the importance of transferring the knowledge to the new generation is a core value of social enterprises in general.



In this context, the contribution to value creation (whose definition largely varies among the different respondents) and social impact was not easily recognized, especially by the smaller-sized conventional firms. It was quite largely recognized as the mission of the organizations to provide ‘thought the job, opportunities of growth, and development of capabilities within a company that partially can be yours’ (R6). Conversely, the social cooperatives appeared more conscious of the internal and external value created by its activities because ‘the social cooperative must respond to the needs of the local community in terms of fragility and social disease, but also the need for job opportunities’ (R6).



Regarding the truthfulness of the paper’s initial assumptions, which state a similar effect between the HC and value creation process and the social impact, at this stage of the research, partial veracity could be observed. Indeed, for the social cooperatives, this assumption appears more easily confirmed since they highlighted a mission strictly connected to dealing with people’s diseases, increasing at the same time their wellness; for the conventional firms, such a link diverged according to the type of sector, organization, etc. In this sense, the most conscious of their social impacts (‘we generate value because people live experiences together, exchange, grow together, confront each other’, R3) were the companies that, by nature, employ the most qualified people (i.e., as the intellectual capital property consultancy or the human resources management company). Conversely, the most “traditional” and manufactured companies showed more limited awareness and knowledge about the concept and the scope of their social impact (‘we cannot speak of a contribution to the creation of value, [here] there is too much gratuitous malice … everyone looks only at their own reality’, R2). A separated discussion should be done with the unique family and SME company (see R5), where the limited number of employees could be translated into an in-depth knowledge and attention both to people’s needs, characteristics, and to the local value chain and the environmental and socio-economic milieu as well.



Both the categories (conventional firms and social cooperatives) showed quite diffused HC biases, firstly related to the different levels of commitment and engagement and the organizational management and performance. The IR appeared a quite suitable option of NFR also for the social cooperatives, firstly because of its “flexibility”. The main challenge relied on how to equilibrate value creation and social effects granting more comprehensive accountability, including both private and social entrepreneurship needs and perspectives. One possible solution could be to overcome the traditional distinction between social and conventional enterprises, focusing mainly on ‘good enterprises which means good and accurate management, leaving to the sons a healthy enterprise, valuing its human capital and future generation as well’ (R6).



Concerning the initial research questions on the basis of the main findings, we can say that the IR definition of HC can be applicable to both the organizations (RQ1), despite many respondents highlighting its better application to the management level and less to the basis of the workforce, while about RQ2 we can state that the social cooperatives appeared more conscious of the social value creation process generated through their HC management. The same happened in relation to the bigger conventional firms, which presented a more confident attitude, knowledge, and awareness around such topics to compare with the SMEs.



Findings showed that the issue of integrated thinking is still a controversial and quite complex topic to be clearly and effectively explored (in line with Dumay and Day [16]). In some ways, the social cooperatives stressed more the strict connection between financial performance and attention to the environment and the social aspects of their organizations, first, the employee’s welfare and commitment. The same happened in relation to their quite strong attention to the relationship with the main stakeholders, suppliers of the territory. Conversely, the bigger conventional firms are more used to operate in an integrated way because of their complex and interrelated structure.



Finally, it could be observed that the IR model (and its definition of HC) has undoubtedly some potentialities for both types of organizations (RQ3), firstly, because of its flexibility ‘that in practice seems designed to fit all organizations into the same framework’ [78]. Nonetheless, the IR model still presents some limits of application and diffusion.




5. Conclusions


The qualitative study analyzed the points of view of a selection of human resources managers to test the connection between human capital, value creation, and social impact.



It seemed that the IR definition of HC is able to define a link between human capital, value creation, and social impact. It is not only based on people’s competencies, capabilities, and experience. It is focused on motivation to innovate and on an explicit focus on ethical values, loyalty, and motivation. Even if the contribution of human capital to value creation is not easily recognized, especially by smaller-sized companies, the results suggested that the HC definition of the IR in the for-profit sector seems to be more applicable to the top management than to the whole workforce, while it appears as “fitting” for the managers of social cooperatives.



The research contributed to the theoretical debate on value creation [79,80] and to the more technical discussion on the difficulty of valuing the intangible aspects of organizations [81]. The value creation, its social effects, and its link with HC and IC [82] allow opening possible channels of dialogue between profit and not-for-profit organizations. In this sense, the research responded to the call launched by Girella and Dameri to apply the IR model to the third sector, social enterprises [83]. The research produced practical recommendations to make the IR’s HC definition more operational and understandable and has made it possible to outline some steps that can be used to set up a sequential and circular model based on:




	(1)

	
recognizing that HC is an asset for the company (i.e., all respondents speak about HC but no one looks at it as capital, preferring the use of other concepts such as value, skill, etc.);




	(2)

	
evaluating the stock of HC based on personal skills, education-training-attitudes (a phase that normally occurs during the staff selection and hiring);




	(3)

	
acting in order to implement policies aimed at HC stock growth in order to improve the company’s performance (in practice, it seems that some larger companies make this operational effort more evident/concrete than others);




	(4)

	
assessing the results/impacts of the company actions and policies in terms of increasing the individual sub-components of the HC definition. This is a phase very rarely carried out by organizations, primarily for reasons of excessive complexity and difficulty in measuring intangibles or partly also due to a mismatch between costs and benefits. Further investigations are needed to provide a more complete picture of such critical points.









Considering that most of the analyses have mainly considered the IR preparers’ point of view [84], this analysis proposed the inclusion of the non-experts’ opinions (like HR managers) around the IR. The positive effects of involving external staff (not normally included in the sustainability and non-financial reporting tasks) to enhance the institutionalization of IR and the integrated thinking in practice has been stressed by scholars (as Guthrie et al. [81]; Dumay et al. [75]), who highlighted the limited research related to the IR practice (instead mostly focused on the normative level) and the lack of the practitioners’ contribution to the IR debate. The paper intended to contribute to filling such gaps.



An interesting insight offered by the research was the attempt to propose some categories of KPIs for measuring/evaluating the link between HC and value creation. The orientation of most of the HR managers towards the importance of commitment and the level of involvement of their HC was shown to be consistent with the definition of HC of the IIRC, which revolves around the key concepts of sharing and support of the governance, loyalty, and commitment. The results of the semi-structured interviews showed that the definition of HC provided by the IIRC represents a good level of completeness and recognition by the HC professionals. However, from an improvement perspective, such a definition should also include the most personal and emotional components of people and be integrated to become less abstract and complex.



The main final aim was indeed to make the non-financial reporting process more transparent, shared, and accessible (and consistent with a logic of dialogic polylogic accounting, see De Villiers et al. [18]; Brown and Dillard [82]), and get it out of the usual circuits of experts and large companies accustomed to dealing with the issue. On the other hand, the attention that SMEs are recently showing towards the choice of the IR model justifies the inclusion of SMEs within the research reference target [13,14].



A limitation of the research was represented by the non-inclusion in the respondents of representatives of SMEs, a category of companies which, despite being increasingly attentive to the issue of enhancing the HC and narrating its sustainability, is less used to dealing with the metrics of non-financial reporting.



In this context, an interesting starting point for future investigations concerns the inclusion of specific parameters on HC health issues within the KPIs proposed for measuring/evaluating the link between value creation and human capital. An innovative contribution, which could enhance the current IR definition of HC, mostly focused on the “traditional” aspects of human capital (i.e., skills, sharing of values, experience, etc.).



The next step of the research could be to analyze how much the management and protection of people during a period of global emergency can make a difference, both to make companies more performing but also more accountable and appreciated by customers, investors, and lenders. In this sense, it seems necessary that the internal debate within the IIRC also considers the need to include a reference to the healthier aspects and the protection of workers’ health, along the lines of what has already been done by the 403 (Occupational Health and Safety) standard of the Global Reporting Initiative (GRI).



The research conducted lay the foundations for investigating, in more detail, the role that marginal actors can play in the debate on the degree of accountability and affordability of Integrated Reporting in companies such as SMEs and social enterprises, both in terms of the definition of contents and metrics that are closer to reality and more inclusive of their potential as possible users of this non-financial reporting tool.
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Appendix A


TRACK FOR INTERVIEWS—ENTERPRISES AND SOCIAL COOPERATIVES








	
BRIEF INTRO WITH OBJECTIVES AND PRACTICAL IMPLICATIONS OF THE RESEARCH: Focus on the non-monetary value of “human capital” in order to reach a common/shared model but also adapted to the needs of social cooperatives to improve personnel management, decrease turnover, enhance the role of conventional enterprises and social cooperatives in the creation of value for society, and social impact through the enhancement of the HC.



	
PRELIMINARY INFO




	
Company/cooperative name



	
Typology



	
Position held



	
Years of seniority in the company



	
Number of employees








	
HC AND INTEGRATED REPORT




	1.

	
Do you use the term “human capital” (HC) in your organization?




	
yes (1)



	
no (2)



	
in part (3)









	2.

	
If you don’t use it, why?




	3.

	
Alternatively, which term do you prefer to use?




	4.

	
Based on your experience, could you give us a personal definition of “human capital” (HC)?




	5.

	
For your work, have you ever heard of the Global Reporting Initiative (GRI) or Integrated Reporting (IR)?




	
yes (1)



	
no (2)



	
in part (3)









	6.

	
The IR defines HC as “People’s competencies, capabilities and experience, and their motivations to innovate, including their:




	-

	
Alignment with and support for an organization’s governance framework, risk management approach, and ethical values




	-

	
Ability to understand, develop and implement an organization’s strategy




	-

	
Loyalties and motivations for improving processes, goods and services, including their ability to lead, manage and collaborate “.









What do you think of this definition? Do you find it suitable for your organization?




	7.

	
Based on this definition of HC, in your opinion what are the best indicators to measure/evaluate the impact of HC on the creation of value for your organization (in order: 1 = most important, 7 = least important)?




	
______ employee involvement/staff satisfaction rate/motivation/commitment



	
______ corruption/business ethics/respect for human rights



	
______ staff diversity/gender equality



	
______ average age/seniority/qualifications/education



	
______ productivity



	
______ experience/training/education



	
______ staff turnover/retention rate









	8.

	
In your company/cooperative, the social report or another form of a non-financial report:




	
is required



	
you prepare it even if it is not mandatory



	
if you do, which standard do you use?









	9.

	
In your opinion, why is it (or not) important to prepare a non-financial report?




	10.

	
If you prepare it, what is the most difficult aspect to measure/value/tell when you talk about your HC?




	
Measure/evaluate



	
Valuing/telling














	
HC AND SOCIAL IMPACT




	11.

	
If you refer to the “social capital” of your organization, what comes to your mind?




	12.

	
How does the human capital of your company/cooperative influence its social impact?




	13.

	
How could the connection between HC and the social impact of your company/cooperative be measured?









	
HC BETWEEN NO PROFIT AND PROFIT




	14.

	
In your opinion, what are the main differences of HC between profit and non-profit?




	15.

	
Please indicate a positive aspect of the profit sector that should be co-opted for the management and enhancement of HC in the not-for-profit/world of social cooperatives.




	16.

	
Indicate a negative aspect of the profit sector in your opinion that should be avoided or in which the not-for-profit can instead set a good example for imitation.




	17.

	
In your opinion, is the social impact generated by the not-for-profit sector greater/lesser/equal to that of the profit sector, or it is not possible to answer this?




	18.

	
How can the world of research/university help you to improve your work of valorization, measurement, description of the HC?
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Figure 1. The cause–effect link model. 
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Figure 2. Similarities between conventional firms and social cooperatives. Legend: x = not very evident; xx = evident; xxx = very evident. 
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Table 1. Overview of the main respondents’ characteristics.
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	ID RESPONDENT
	GENDER (M/F)
	SENIORITY (Years in the Company)
	INDUSTRY/SECTOR
	CONVENTIONAL FIRM OR SOCIAL COOPERATIVE
	N. OF EMPLOYEES
	TYPE OF NFR REPORTING PROVIDED (If Any)





	R1
	M
	8
	Pharmaceutical
	Conventional firm
	560
	n.a.



	R2
	F
	
	Taps and fitting
	Conventional firm
	87
	n.a.



	R3
	F
	
	Human resources
	Conventional firm
	2293
	IR



	R4
	M
	
	Intellectual property consultancy
	Conventional firm
	100
	n.a.



	R5
	M
	
	Textile
	Conventional firm
	13
	n.a.



	R6
	F
	30
	Welfare, socio-health and educational services
	Social cooperative
	743
	SOCIAL REPORT



	R7
	F
	34
	Cleaning and Environmental Services
	Social cooperative
	459
	SOCIAL REPORT



	R8
	F
	5
	Cleaning and Environmental Services
	Social cooperative
	459
	SOCIAL REPORT



	R9
	M
	22
	Circular economy/waste collection and disposal
	Social cooperative
	250
	n.a.
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