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In recent decades, the practice of presenting not only financial data but also non-
financial information in corporate reporting of organizations has become particu-
larly relevant. This applies to companies of all sectors of the economy, including
enterprises of the textile industry. The preparation of the innovative reporting model
is based on the fundamental concepts presented in the international document reg-
ulating the procedure for its formation — the International Integrated Reporting
Framework (January 2021). This article analyzes the concept of categorizing an or-
ganization’s capital, according to which such types of capital as financial, manu-
factured, intellectual, human, social and reputational as well as natural are distin-
guished. This classification is recommended. The author suggests her own classifi-
cations of a company’s capital by the criteria of its nature and the possibility of con-
trol over it by the organization. The article provides the detailed description of dif-
ferent types of capital and considers their role in the functioning of an enterprise.
The conducted research has allowed to formulate the conclusion that following the
concept of categorizing an organization’s capital makes it possible not only to form
high-quality integrated reporting but also plays a crucial role in the effective man-
agement of a company.

B nocneonue oecamunemusn 0cooyo akmyaibHocms npuodpemaem nPaKmuKa
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0CHO6aX uHmezpuposannou omuemuocmu (aneapv 2021). B oannoit cmamwe npo-
6€0€H aHAaNU3 KOHYEenyuu Kame2opu3zayuu KAnumaia op2anu3ayuu, co21acHo Ko-
mopoii 6vl0enAIom maxKue 6udbl KAnNUmMaia, KaKk QuUHAHCOBblil, NPOU3I600CHEeH-
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poonwtit. /lannaa Knaccugpuxayus Hocum peKomeHoamenvHulii xapakmep. Aemo-
POM npeonoricenvl coOCmeeHHble KNaccupukayuu Kanumaia KOMRAHUU RO Kpu-
mepuam e2o RPUPoOObl U 803MOHCHOCIMU KOHMPOJIA HAO HUM CO CHIOPOHbBL OP2AHU-
3ayuu. B cmamove npugeedena nodpoonas xapaxmepucmuka pasHvlx U008 Kanu-
mana u paccmompena ux posv 6 hynkyuonuposanuu npeonpuamus. Ilpoeeoennoe
uccnedosanue nO360UN0 CHOPMYAUPOBANb 661600 O MOM, YMO C1€008AHUE KOH-
Uenyuu Kamezopuzayuu KAnumaia Op2aHu3ayuu He mojabKo no3eonsem opmu-
posamp KauecmeeHHyio UHMeZPpUupoBanHylo OMUEemHOCHb, HO U UZPAENt GAMCHYIO
Ponb 6 Ihhekmusnom ynpasnenuu Komnanueil.
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In the contemporary world, integrated re-
porting, which combines financial and non-fi-
nancial data on the enterprise’s activities giv-
ing an idea of its ability to create and maintain
value in both the short and long term, is getting
increasingly widespread in Russian and for-
eign accounting practices year after year [1; 2].
This is due to the fact that stakeholders are in-
terested in companies disclosing not only fi-
nancial information in their corporate report-
ing but also extensive non-financial data so
that interested parties could make informed
economic decisions [3].

Currently, integrated reporting is prepared
by organizations of various sectors of the econ-
omy. For instance, the innovative reporting
model is being formed by such foreign enter-
prises of light industry as GHCL Textiles Lim-
ited, an Indian buckle manufacturer; ASICS
Corporation, a Japanese company engaged in
the production of sports clothing and footwear;
Marks & Spencer, the largest British clothing
manufacturer; LPP SA, a Polish clothing ma-
nufacturer.

In Russia, integrated reporting has not yet
become widespread in the accounting practice
of light industry enterprises. This is largely due
to the fact that these organizations do not have
a wide presence in foreign markets. As to Rus-
sian textile enterprises, fabrics they produce
are exported primarily to the Commonwealth
of Independent States and Eastern Europe, alt-
hough sales markets in Asia and Europe are
gradually expanding. Other characteristic fea-
tures of the textile industry of the Russian Fed-
eration include the dependence on imported
raw materials and the regional concentration of
production. Despite the presence of domestic
raw material potential (for instance, flax), a
significant share of materials is imported from
abroad, which increases the dependence on ex-
ternal factors. The main production sites are
concentrated in the Central Federal District
(the lvanovo Region, the Moscow Region) and
the Volga Federal District (the Republic of Ta-
tarstan).

In view of the above, the following tasks
for the development of the textile industry are
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set in a number of adopted regulatory docu-
ments of the Russian Federation:

* increasing the competitiveness of Russian
products through the introduction of innova-
tions and the modernization of production ca-
pacities;

 enhancing infrastructure by creating lo-
gistics centers, improving the transport acces-
sibility of regions, creating conditions for at-
tracting investments;

* increasing energy efficiency through en-
hancing production technologies, reducing en-
ergy costs and environmental impact.

The preparation of integrated reporting is
based on the fundamental concepts specified in
the International Integrated Reporting Frame-
work (January 2021) [4]. One of them is the
concept of categorizing a company’s capital.

The success of an organization and the
amount of its market capitalization depend on
the capital possessed by the company. This
postulate fully applies to enterprises of the tex-
tile industry. In accordance with the Interna-
tional Integrated Reporting Framework (Janu-
ary 2021), the following six types of capital are
distinguished in the composition of an organi-
zation’s capital: ‘financial, manufactured, in-
tellectual, human, social and relationship, and
natural’. This classification of a company’s
capital is recommended. An organization can
categorize its capital in a different way. The
main thing is that the integrated reporting,
which is being generated, covers all types of
capital that the company uses in its activities
and that it influences.

An organization’s capital constitutes a
stock of value which, depending on the com-
pany’s performance, could either increase or
decrease. For example, profit leads to a rise in
financial capital and personnel training con-
tribute to an increase in human capital.

In the author’s opinion, globally, an enter-
prise’s capital can be divided into financial and
non-financial. This classification underlies the
idea of integrated reporting which discloses in-
formation related to both types of capital. Non-
financial capital, in turn, is divided into tangi-
ble (manufactured and natural capitals) and in-
tangible (intellectual, human as well as social
and relationship capitals) (Fig. 1).
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Not all types of capital are fully controlled
by an organization. A company could directly
influence the amount and structure of financial
and manufactured capitals, but it can manage
intangible (intellectual, human, social and re-
lationship) and natural capitals only to a cer-
tain extent. The author proposes a classifica-
tion of an organization’s capital by the crite-
rion of the possibility of control over it by a
company (Fig. 2).
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Each type of capital has its own peculiari-
ties. Financial capital is a resource for creating
other types of capital [5]. The part of financial
capital that is not used to form tangible and in-
tangible capitals is converted into financial as-
sets. According to the International Integrated
Reporting Framework (January 2021), finan-
cial capital is ‘the pool of funds that is availa-
ble to an organization for use in the production
of goods or the provision of services’. These
funds come to an enterprise as a result of re-
ceiving grants, attracting debt or equity financ-
ing and as a result of conducting business and
making investments.
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The assessment of all elements of financial
capital is carried out on the basis of financial
statements, namely on the basis of the state-
ment of financial position. The structure of the
sources of the company’s financial capital af-
fects its financial position and stability as well
as the weighted average cost of the organiza-
tion’s capital.

Manufactured capital is the most important
type of capital for companies operating in the
industrial economy. However, in the modern
world, where information and knowledge play
a major role, the competitive advantages of an
enterprise in the long run cannot be ensured
solely by manufactured capital.

Manufactured capital is tangible objects
owned by the organization and used by it in the
process of producing certain goods and ser-
vices [6]. This capital includes equipment,
buildings, various infrastructure facilities such
as waste recycling plants, ports, roads, water
treatment plants, bridges, etc. In other words,
manufactured capital is fixed assets possessed
by the company and its unfinished construc-
tion.

Integrated reporting might reflect data on
the composition, condition and movement of
fixed assets (pledging, getting a lease or trans-
ferring into lease, transferring to conservation)
as well as information on their current market
value, production capacity and the level of its
use, the operating mode of equipment and its
downtime, the amount of investments in man-
ufactured capital. Apart from that, integrated
reporting should present coefficients of capital
intensity, labor intensity and energy intensity
of production, indicators of the degree of labor
mechanization and automation.

The condition and efficiency of the use of
fixed assets owned by the organization affect
its competitiveness, profitability and capital
turnover as well as the company’s ability to
create value. This statement is particularly rel-
evant for enterprises of the textile industry.

Intellectual capital comprises both identifi-
able and unidentifiable intangible assets that
could be controlled by the organization par-
tially or fully. This capital includes intellectual
property objects such as patents, copyrights,
software, rights and licenses, etc., as well as
organizational capital which comprises data-

bases, corporate culture, business mission and
strategy, the company’s organizational and fi-
nancial structures, information systems, man-
agement processes, internal control and man-
agement accounting systems, and so on.

Data on intellectual property is currently
presented in financial statements to a limited
extent. In particular, the relevant information
might be obtained from the enterprise’s state-
ment of financial position by analyzing the
item called ‘Intangible assets’.

Intellectual property has a number of char-
acteristic features. Crucially, it is unique for
each individual company, extremely difficult
to identify and correctly evaluate (as a result,
one of the most serious problems of contempo-
rary financial reporting is the lack of infor-
mation on internally created intangible assets
in organizations’ statements of financial posi-
tion). Thus, data on intellectual property in
corporate reporting is not fully disclosed by
companies.

Intellectual capital also includes organiza-
tional capital which consists of the knowledge
of the staff, the enterprise’s organizational
structure, its system and principles of corpo-
rate governance, applied decision-making pro-
cedures. The assessment of organizational cap-
ital is usually carried out by experts who take
into account the impact of organizational capi-
tal on the parameters of the riskiness and effec-
tiveness of the company’s activities as well as
on the process of creating and implementing
innovations.

When evaluating intellectual capital, such
analytical indicators as the share of intangible
assets in the final indicator of the statement of
financial position, their increment rate and the
qualitative characteristics of the components
of organizational capital are used. The main in-
dicator for assessing intellectual capital is the
creation of technological, product, organiza-
tional and marketing innovations.

Intellectual capital is a source of competi-
tive advantages in the long term. It promotes to
the organization’s development and growth,
the creation and preservation of value in the fu-
ture [7]. Intellectual capital contributes to en-
hancing technologies, increasing the enter-
prise’s efficiency, sustainability and growth
rates, improving business processes as well as
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allows for more economical use of financial,
material and labor resources.

Human capital is skills and abilities of em-
ployees, their professional experience and de-
sire to implement innovations. This capital in-
cludes motivation to perform their work duties,
orientation toward the organization’s manage-
ment structure, loyalty to the company, com-
pliance with its ethical standards, the ability to
lead and collaborate as well as the ability to act
in accordance with the enterprise’s strategy
and contribute to its development [8].

An organization’s human capital might be
increased by hiring creative and highly moti-
vated staff, creating and implementing a cor-
porate culture, investing in enhancing profes-
sional skills of employees and maintaining
their health.

Integrated reporting should present data on
the average number of workers, the number of
employees working under civil law contracts,
the number of external part-timers and the
number of workers engaged under outsourcing
agreements. In addition, integrated reporting
should reflect information on employee cate-
gories (managerial staff, key employees, spe-
cialists, support staff), their work experience
and age, education level, average salary level
at the enterprise and its differentiation as well
as employee movement indicators (turnover
rates based on the admission and departure of
employees). No less important are such indica-
tors as creativity, motivation, satisfaction and
professionalism of the staff. The aggregate in-
dicator for assessing human capital is the level
of labor productivity.

In the contemporary world, the role of hu-
man capital is growing every year. This is due
to the instability of the external environment,
increased competition, accelerated scientific
and technological progress and a decrease in
the life cycle of goods. Under these conditions,
employees are required not only to have a high
level of qualification but also to be loyal to the
organization, creative, dynamic and able to
adapt quickly to changes.

Social and relationship capital is the busi-
ness reputation of the company, its relations
with stakeholders as well as the willingness to
share information in order to improve both in-
dividual and collective well-being [9]. The

main elements of social and relationship capi-
tal are shown in the figure below (Fig. 3).
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The presented figure demonstrates that so-
cial and relationship capital comprises values
recognized at the enterprise and accepted pat-
terns of employee behavior both within the or-
ganization and in the external environment.
This type of capital includes the nature of rela-
tions with various stakeholders, their level of
trust in the company and their desire to estab-
lish a partnership. Intangible values associated
with the organization’s reputation and brand as
well as a social license for the company’s ac-
tivities is also elements of social and relation-
ship capital.

The key component of social and relation-
ship capital is trust which indicates that the ex-
pectations of stakeholders have been met. The
trust of interested parties gives the enterprise
competitive advantages.

Integrity and responsibility in interaction
with suppliers, clients and employees consid-
erably contributes to creating an organization’s
social and relationship capital. This type of
capital increases if the company participates in
the implementation of various social projects
conducts large-scale advertising campaigns as
well as actively works to enhance relations
with counterparties, expand and improve its
customer base.

Integrated reporting should disclose infor-
mation on the stability of the staff, the reputa-
tion of the enterprise, its key partners and the
duration of cooperation with them, social in-
vestments (for instance, investments aimed at
supporting culture and sports or investments in
projects for the construction of social infra-
structure facilities) [10].

Currently, the assessment of social and re-
lationship capital takes on particular im-
portance since this type of capital largely de-
termines a company’s value and development
prospects. Social and relationship capital is
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formed due to stable business contacts with
stakeholders. It facilitates the transition from
control over the production process to manag-
ing relations with stakeholders. Social and re-
lationship capital contributes to creating and
maintaining the enterprise’s value by minimiz-
ing the level of uncertainty in matters of coop-
eration with counterparties, establishing trust-
ing relations, reducing transaction costs when
interacting with them and exchanging infor-
mation with suppliers and customers.

Natural capital has been the object of spe-
cial attention since the 1970s. This is due to the
fact that the overuse of natural resources and
environmental pollution has significantly re-
duced development opportunities for future
generations. The pursuit of profit maximiza-
tion in the short run has led to the depletion of
mineral resources and a slowdown in eco-
nomic growth. The long-term perspective ap-
proach considers the accounting of natural cap-
ital and its effective use.

According to the International Integrated
Reporting Framework (January 2021), natural
capital is ‘all renewable and non-renewable en-
vironmental resources and processes that pro-
vide goods or services that support the past,
current or future prosperity of an organization.
It includes air, water, land, minerals and for-
ests; biodiversity and eco-system health’.

Integrated reporting should disclose data
on the enterprise’s land resources, information
on total, probable and possible reserves of min-
eral resources (metal, fuel, non-metallic). It is
also necessary to provide data on the cost of
natural capital and the number of years for
which the company’s natural resources are ex-
pected to last. Analytical indicators might in-
clude such metrics as the depth of occurrence
of natural resources, the volume of their extrac-
tion, location, composition and properties [11].

The importance of natural capital in the
modern economy is extremely high as numer-
ous manufacturing enterprises cannot operate
without using natural resources. It should be
noted that a large number of Russian organiza-
tions function and create value precisely due to
natural capital.

In the context of implementing the tasks of
developing the textile industry of the Russian
Federation, the concept of categorizing a com-

pany’s capital, applied in the formation of in-
tegrated reporting, is of particular importance.

Manufactured capital is used to modernize
the production process and introduce new tech-
nologies in order to increase the competitive-
ness of products in domestic and foreign mar-
kets.

Intellectual capital is formed as a result of
the development of innovative materials and
production methods that contribute to the cre-
ation of unique products and improve the qual-
ity of manufactured products.

Social and reputational capital is mani-
fested in the enhancement of working condi-
tions, personnel training and the support of lo-
cal communities, which leads to an increase in
the enterprise’s image among consumers and
partners.

The rational management of natural capital
involves a responsible attitude towards natural
resources and environmental protection, which
helps to reduce the negative impact of produc-
tion on ecosystems.

Financial capital makes it possible to attract
investments and receive government subsidies,
which ensures the stable financing of moderniza-
tion and production expansion projects.

Human capital includes qualified special-
ists who carry out the effective management of
the production process, introduce new technol-
ogies, improve product quality and reduce
costs.

All of the above types of capital have dif-
ferent significance for the company and their
importance could change from one reporting
period to another. Those types of capital that
the organization possesses in very small
amounts in a specific reporting period or that
have only an indirect impact on its activities
may not be reflected in integrated reporting.
For instance, for enterprises of the textile in-
dustry, such types of capital as manufactured
and natural are of priority importance. Manu-
factured capital provides the basis for the effi-
cient manufacture of products while natural
capital guarantees the availability of materials
from which products are made (cotton, wool,
linen, etc.). Thus, manufactured and natural
capitals create conditions for the sustainable
and competitive development of a company
operating in the textile industry.
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Based on the analysis of the practice of the
functioning of Russian textile enterprises, we
can conclude that their capital structure is
about as follows: manufactured capital — 30—
40%, natural capital — 20-25%, financial capi-
tal — 15-20%, human capital — 10-15%, intel-
lectual capital — 8-12%, social and reputa-
tional capital — 5-7%. These estimates are ap-
proximate and depend on specific organiza-
tions and regional characteristics. It is crucial
to take into account that successful enterprises
frequently integrate several types of capital at
once, achieving a synergistic effect and the sta-
bility of their position in the market.

Over time, stocks of certain types of capital
might change. There is a relationship between
all types of capital. For example, as a result of
spending on training, an organization increases
human capital and decreases financial capital.
In this way, financial capital is transformed
into human capital.

A company’s center is its business model
which is based on different types of capital
constituting a set of various resources. In the
course of economic activities, these resources
are transformed into goods, services or waste
[12]. These provisions fully correspond to the
realities of enterprises of the textile industry.
The relationship between resources and all
types of an organization’s capital is shown in
the figure below (Fig. 4).
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o
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Fig. 4

Using all types of capital in the course of
its activities, the company produces particular
goods or services and obtains certain results.
The ability of the business model to adapt to
changes in the quality and availability of re-
sources determines the viability of an enter-
prise in the long term. The regular monitoring

of the external environment, taking into ac-
count the mission and strategic vision of the
organization, helps to identify the company’s
opportunities and risks related to its business
model [13].

CONCLUSIONS

The concept of categorizing an enterprise’s
capital, which underlies the preparation of in-
tegrated reporting, makes it possible to get a
comprehensive view of the organization’s ac-
tivities. The analysis of the state and amount of
all types of the enterprise’s capital as well as
the disclosure of information on them in inte-
grated reporting allow the company to define
its strengths and weaknesses as well as take
measures aimed at enhancing its performance
and market position. The regulation of the
amount of different types of capital and the im-
provement of their qualitative characteristics
ensure a company’s competitiveness in the
long run. Following the concept of categoriz-
ing an organization’s capital implies a multi-
aspect approach to the management of a com-
pany, which contributes to its sustainable
growth and development. This is fully applica-
ble to enterprises of the textile industry.
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