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Abstract: Debates regarding human capital disclosure (HCD) emphasise the usefulness of people-related
information in stimulating investor confidence and building stakeholder trust. Despite this, human capital
(HC) information is interwoven in most international sustainability reporting standards such as the global
reporting initiative (GRI), thereby concealing the impact of human resource (HR) practices in shareholder value
creation. The aim of this study is to develop a taxonomy to assess HCD in the sustainability reports to capture
the true value of HC distinctively. A content analysis-based study with a deductive approach was followed by
utilising the GRI standards to isolate and classify people-related information into an HCD sustainability
taxonomy. 40% HC metrics were extracted from the GRI standards and subsequently classified into 7
dimensions, namely, human capital allocation, human capital wellbeing, human capital investment, human
capital network, human capital governance, human capital risk and human capital earnings. Furthermore, 40
GRI content indexes of the companies listed in the Johannesburg Stock Exchange (JSE) revealed that most
disclosures are covered in the human capital governance and human capital earnings categories. HCD
sustainability provides investors and HR professionals with a useful tool to assess people-related information
from the sustainability reports for isolating the true value of HC.

Keywords: Sustainability reporting; human capital disclosure; GRI reporting standard; taxonomy
development

1. Introduction

Human capital (HC) is a significant element of corporate reporting that builds investor
confidence and creates shareholder value, yet the disclosure of this intangible asset is erratic, thereby
leads to information asymmetry. In terms of HC theory, improved people’s skills, knowledge,
abilities or collectively referred to as competencies, enable them to perform optimally towards
business growth [13,31,50], hence the disclosure of this information is considered essential for
investor decision-making. [22] applied attribution theory in behavioural finance to confirm that
investors use HC information to draw market inferences when buying, holding or selling stocks.
Moreover, HC information must clearly be isolated in sustainability reporting instead of being
camouflaged in the other disclosure elements. Concealed human capital value (HCV) contributes to
increased gap between market to-book-value of the organisation [2,4,23] and denies investors
essential information to make profitable decisions.

Human capital disclosure (HCD) is underpinned by stakeholder theory in that information
about human resource (HR) practices builds trust between the organisation and interested parties
[48]. To address the lack of standardised reporting practices, researchers and business professionals
continue to grapple with determining the value HC and disclosing this in a manner that maximises
investor returns [6,10-12,14,15,37,41,45,47,49]. HCD requirements are interwoven in the global
reporting initiative (GRI) and the International Sustainability Standards Board (ISSB) recently
undertook a research project aimed at standardising HCD. These standards often create confusion
and anxiety on the preparers of the corporate reports, leading to duplicate HCD in integrated and
sustainability reports. In fact, the proliferation of standards results in the concealment of HCV, which
is often accounted as part of the social (S) and governance (G) elements of sustainability reporting
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[1,6,12,13,16,23,26,32,34,36]. The standard setters emphasise the disclosure of credible, comparable,
and consistent environmental, social and governance [ESG] information [1,6]. To reduce the
overlapping effect in sustainability reporting and build investor confidence, it is important to
reconcile standards for ensuring that the preparers of corporate reports have uniform guidelines that
lead to credible non-financial information disclosure [3,7,35,38,43,52].

Despite the ongoing efforts, there are still no clear HCD guidelines in sustainability reporting
demonstrating how the HRM solutions specifically optimise people’s intangible asset in the
organisations. For this reason, it is imperative to dissect HC value-relevant information from the “S”
and “G” indicators through systematic taxonomy development classifying HR reporting elements
into specific domains. Taxonomy development is an evidence-based thematic analysis technique
applied to classify and measure the extent of sustainability information in the corporate reports. This
approach allows the researcher to identify and code information into specific categories by means of
either a deductive or inductive approach taking into consideration the literature survey as well as the
regulatory requirements in sustainability reporting [9,17,19,20,27,40]. Currently, no study provides
scientific evidence on the development and application of a taxonomy to assess HCD in sustainability
reporting using the foundation, general, economic, and social dimensions of the GRI framework. The
taxonomy can guide a structured approach for identifying, tracking, and scoring HC disclosures in
sustainability reporting.

2. Problem Statement

HCD requirements are integrated in different sustainability reporting standards and treated as
part of the “S” and “G” disclosure, leading to the true value of people’s intangible assets being
concealed. Also, the HC metrics in most ESG standards are similar, inconsistent, and incomparable,
which results in duplicate and omitted people-related information in sustainability reporting.

3. Research Obijective

The main objective of the study is to develop a taxonomy to assess the extent of HCD in the
sustainability reports by using the GRI standards as a navigation tool. The study was based on the
following research sub-objectives (RSOs):

RSO 1: To identify the people-related information in sustainability reporting through the GRI
framework.

RSO 2: To classify the people-related information derived through the GRI framework into a
taxonomy of key HC reporting categories.

RSO 3: To assess the extent of HC information in sustainability reporting using the HC
sustainability reporting taxonomy.

Next, a detailed literature survey is presented to understand the theoretical underpinnings of
the study, the relationship between sustainability reporting and HCD as well as to unpack the
existing knowledge on the use of taxonomies in corporate disclosure.

4. Literature Review

4.1. Human Capital Disclosure (HCD) Theoretical Perspective

Theoretically, HC is defined as the employees’ quality of competencies that depends on
investment, earnings and wellbeing, and if it is harnessed optimally leads to improved productivity
[13,31,50]. HC is one of the most critical intangible assets that leads to economic growth and
organisational competitive advantage. From a resource-based view (RBV) of the firm, the
heterogeneous nature of employees provides the organisations with different options to leverage HC
for creating shareholder value, build stakeholder trust and improve investor confidence [13,16]. On
the interface between HC and stakeholder theories, the organisations are expected to provide value-
relevant information to key stakeholders on approaches utilised to improve the employees’ level of
competencies. According to [13] HC value-relevant information required by the stakeholders and
investors can cover the employees’ qualification or competence, motivation or commitment, and
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initiatives to attract, develop and retain skills. The increasing demand for this information implies
that the organisations’” HR information systems must be aligned to the markets’ expectations,
particularly the sustainability reporting regulations for providing value-relevant HCD. [15]
confirmed that internal HR systems must incorporate appropriate metrics on HR practices that
contribute towards organisational performance for disclosure in the external market. In terms of
applied attribution theory in behavioural finance, it can be concluded that HC information provides
key people indicators that investors should consider in resource allocations, and the broader
stakeholder fraternity relies on these disclosures to understand the potential economic growth of
companies [22]. [48] combined the agency, legitimacy, stakeholder and resource-based view theories
in HCD analysis and concluded that the board of directors (BoDs) must observe the disclosure
regulations to improve transparent-based relationship with the investment community with focus on
reducing the agency costs.

In fact, the organisation’s institutional knowledge reflected in its employees” and the board’s HC
plays a critical role in improving sustainability reporting practices [7,26,44]. According to [30] the
board’s quality of HC enables the company’s governing body to effectively discharge oversight in
the strategic functioning of the organisation. Knowledge-related HC measured in terms of
educational attainment of the board members and their experience enable the governing body to use
appropriate tone in the disclosure of information in the annual reports [25]. Board composition
should reflect the diversity of skills and knowledge to ensure that key structures or committees are
capacitated with credible individuals with competence to drive the organisation to greater hights.
Board members’ competence improves strategic oversight, effective application of the reporting
standards in corporate disclosure and is reflected in the boards’ transparent ethical behaviour
[24,25,29]. In can be deduced that the institutional knowledge embedded in the board and employees’
HC is essential for organisational success, moreover this information is disclosed in the sustainability
reports through the GRI standard requirements.

4.2. Sustainability Reporting

Sustainability reporting is a strategic communication mechanism providing information on the
ESG risks, impacts and opportunities. Companies adopt the GRI standards and align their internal
reporting practices to ensure that internal and external stakeholders receive information that
demonstrates corporate social investment (CSI), responsible business not only prioritising financial
returns, but seeking to improve socio-economic development and preserve the environmental
ecosystem [1,6,8,16,21,26,32,34,36,42]. In recent years, there has been a proliferation of international
standards aimed at regulating sustainability reporting through effective corporate governance to
reduce anxiety to the prepares of the reports, avoid duplication and omission, subsequently provide
comparable ESG information. In 2020, the ISSB acting under the auspices of the International
Financial Reporting Standards (IFRS) foundation undertook stakeholder consultations with
academics, government agencies, practitioners, investors, nongovernmental organizations (NGOs)
and social partners to revise the global sustainability disclosure standards [3,5,38,52].

This led to the establishment of the general requirements for companies to report financial
materiality and non-financial materiality related information, which is already covered by the GRI.
The debate on sustainability standard setting remains contentious and is out of the scope of this
study. Although, it is important to note the contradictions and converges of these standards since
they carry significant implications for HCD. Thus, the focus is now drawn back to the application of
the GRI standards towards the development of a taxonomy to assess HCD in the sustainability
reports.

The GRI reporting framework has been adopted for over two decades by most the companies
listed on the Johannesburg Stock Exchange (JSE) in South Africa and provide a structured approach
to organise sustainability information in the corporate reports, which can seamlessly be located
through the content index. The sustainability or integrated reports include a GRI content index that
serves as a navigation tool for users to locate information easily [8,28]. GRI Disclosure 102-55 provides
the guidelines for compiling a content index to be attached in the corporate reports and this was
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utilised in this study to trace people related information towards compiling the HC sustainability
reporting taxonomy.

4.3. HCD in Sustainability Reporting

A much intriguing question in corporate disclosure is the investigation of the relationship
between sustainability and intellectual capital (IC) reporting to determine synergies, similarities, and
contradictions regarding the type of information disclosed, taking into consideration the
continuously evolving regulatory framework. IC includes HC, structural capital (SC) and relational
capital (RC), collectively considered as the organisational intangibles that create value. SC concerns
the organisation’s configuration of internal structures, systems, processes in a manner that optimises
HC to generate returns, whereas RC is about the company’s corporate image that can be enhanced
through stakeholder management and hence this information is disclosed in the sustainability reports
[7,8,26,32,34,51]. The current study does not focus on SC and RC, and these aspects will not be
explored further. Although, and from an IC synergistic perspective, it must be noted that HCD has
implications for SC disclosure and RC disclosure in sustainability reporting. Few studies have
investigated the relationship between HCD and sustainability reporting with results signifying the
value-relevance of people-related information. Firstly, [34] used the GRI framework to determine the
integration of HC indicators in sustainability reporting.

This study confirmed that employment, labour management relations, health and safety,
training, and education as well as diversity specific HC metrics are disclosed in sustainability
reporting. Later, [8] established that HC information, namely, employees’ characteristics, training,
skills wellbeing, and insurance policy was most disclosed in sustainability reporting. Although, the
study did not apply the GRI framework, but the HC indicators were extracted through a literature
survey and identified in the sustainability reports. Furthermore, [6] utilised the HC items based on
GRI framework to assess the disclosure of this information in the sustainability reports and confirmed
that more of this information is covered as part of on social disclosures. [39] identified fifteen (15)
labour practices and decent work conditions which relate to HCD. Recently, [51] indicated that
improved HCD as a component of IC can be attributed to the ongoing debates on the regulation of
social information transparency in the sustainability reports. HCD is a critical component in
sustainability reporting covered in the governance and social dimensions of the GRI standards.

Therefore, most studies investigated HCD by analysing the social dimension of the GRI
framework only, resulting in the omission of other crucial people-related information such as board’s
HC in the governance dimension. Moreover, a taxonomy incorporating the board and employees’
information from the foundation, general, economic, and social disclosures of the GRI standards can
serve as a useful tool to assess HCD holistically in sustainability reporting.

4.4. Classification of HC-Based Sustainability Information

As outlined in the preceding sections, HCV is obscured, camouflaged, and largely concealed in
the sustainability reports. This can be overcome by the development of an HCD taxonomy with
clearly describes HR technical domains and related metrics derived from the GRI standards to guide
the seamless retrieval of information about HC decision-making. Several taxonomies have been
developed and tested in corporate disclosure studies including sustainability reporting. To reflect,
[40] constructed a taxonomy to assess social and environmental disclosures in the annual reports
through schema of classifications to improve understandability and comparability of this
information. The study derived key indicators, namely, profile, policies, external relations,
management performance, occupational health and safety, product performance and sustainability
as the main categories of the taxonomy. The taxonomy can be used by the stakeholders to navigate
and retrieve customised information in the integrated reports. Also, [9] conducted a systematic
literature review and supplemented it with thematic content analysis of 300 web pages of the
companies’ websites to construct a taxonomy classifying the sustainability communication topics into
four dimensions, namely, planet, people, profit and governance for enabling key stakeholders to
source related information optimally. To address the lack of agreed methodology to assess integrated
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reporting, [20] developed a taxonomy for assessing integrated reports by analysing the sustainability
narratives and classified this information into form and content constructs. [19] validated these
constructs using capital market data and the multivariate statistics confirmed that the form of
sustainability reporting contributes more explanatory information than the content. Lastly, [39]
classified fifteen (15) GRI standards related to labour practices and decent work into a designated
framework to assess the adoption of the EU Directive 2014/95. The preceding literature survey
indicate that sustainable finance taxonomies are implemented to provide the stakeholders and
investors with ESG performance information reflecting the company’s assets and economic activities
[27]. Based on this, this study applied the GRI standards to develop a HC sustainability reporting
taxonomy.

5. Research Method

A content analysis-based deductive approach was followed using the GRI content index
containing approximately 163 sustainability standards to identify and describe HC information. The
adoption of this bottom—up procedure with predefined categories can guide the subsequent
classification of emerging themes and organise related items of measurement into a taxonomy [6, 9,
34, 46). Objectivity and consistency are important for classifying information into emerging themes
based on predefined categories [6].

Furthermore, a descriptive data analysis was conducted from a sample of 40 GRI content indexes
of the JSE listed companies to assess the extent of HC information in sustainability reporting based
on taxonomy. Therefore, the HC metrics and people-related information were extracted from the
foundation, general, economic, and social dimensions of the GRI standards. This information focused
specially on employee-related and boards’ HC disclosures. Five themes from the employee and board
specific disclosures emerged and these provides a theoretical framework for assessing HC in the
sustainability reports. In terms of ethical considerations and before secondary data was extracted
from the sustainability reports, the study was approved by the university’s ethics committee with
project number IPSY-2022-26066.

6. Results

After carefully reviewing the GRI standards using the bottom—up procedure, HC information of
the BoDs and employees was identified. As shown in table 1, this information was coded BHCD if it
relates to the board’s HC, EHCD for employee specific information and N/A is it was not found
applicable to either the BoDs or employees:

Table 1. Sustainability reporting-based on HC metrics and people-related information.

Linked HCD
GRI
N Human capital metrics and people-related information Codes
o.
BHCD | EHCD
102-7 Total number of employees based on business operations. N/A EHCD-1

Total of employees per employment contract e, gender, geographic
102-8 ploy p ploy type, g geograp N/A EHCD-2
location and fulltime employees perform a significant portion of activities.

Regular training provided to the board members and employees on values, | BHCD-

102-16 EHCD-3
principles, standards, and norms of behaviour. 3

102-17 | Communication and training provided to employees regarding ethics. N/A EHCD-4
Structuring of the board and related committees, and roles are allocated for | BHCD-

102-18 N/A
decision-making on ESG. 5

Delegation of authority for ESG topics from the board to senior executives | BHCD-
102-19 N/A
and other employees. 6
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6
BHCD-
102-20 | Appointment of the executive team members to perform the ESG roles. ; N/A
BHCD-
102-21 Board stakeholder consultation on ESG matters. g N/A
Structuring of the board and related committees in respect of gender | BHCD-
102-22 N/A
independence, tenure, other commitments, ESG competencies. 9
Role of the chairperson of the board and distinction of whether he / she | BHCD-
102-23 N/A
functions within the organisation. 10
Selection process and criteria for the appointment of the board and its | BHCD-
102-24 N/A
committees, diversity consideration, independence ESG expertise. 11
10025 Board responsibility regarding conflicts of interest and measures for | BHCD- | EHCD-
employees to consider. 12 12
Board and executive leadership responsibility in developing, approving, and | BHCD- A
102-26 N,
updating the strategic direction, and goals related to ESG. 13
Measures taken to develop and enhance the board’s collective knowledge of | BHCD-
102-27 N/A
ESG. 14
Board’s performance evaluation processes in respect of ESG and actions in | BHCD-
102-28 N/A
response of the feedback. 15
Board’s role in identifying and managing ESG material impacts, risks and BHCD
102-29 | opportunities, and if there are stakeholder consultation processes on these 1 N/A
issues.
Board’s role in reviewing the effectiveness of the organisation’s risk | BHCD-
102-30 N/A
management processes for ESG. 17
Frequency of the board engaging on the review of ESG matters and their | BHCD-
102-31 N/A
impacts, risks, and opportunities. 18
Review and approval of sustainability report by the appropriate committees | BHCD-
102-32 PP y rep y pprop N/A
ensuring that ESG material topics are covered. 19
BHCD- | EHCD-

102-33 | Communication process regarding critical concerns to the board.
20 20

Remuneration policies for the board and senior executives in terms of fixed | BHCD-

102-35 N/A
pay and variable pay criteria for achieving the ESG. 21
BHCD-
102-36 | Consultative processes in determining remuneration. ” N/A
L0037 Stakeholder engagement on determining remuneration as well as voting | BHCD- | EHCD-
procedures regarding the remuneration policies and proposals. 23 23
EHCD-
102-38 | Ratio of the annual total compensation for the organisation’s employees. N/A
24
Ratio of the % increase in annual total compensation for the organisation’s EHCD-
102-39 N/A
employees. 25
A list of stakeholder groups including employees and trade unions EHCD-
102-40 N/A
engaged by the organisation. 26
EHCD-
102-41 | % of total employees covered by collective the bargaining agreements. N/A

27
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1002 The basis for identifying and selecting stakeholders such as trade unions | BHCD- | EHCD-
engaged by the organisation. 28 28
10043 Stakeholder engagement approach specifically with the trade union, | BHCD- N/A
including frequency of engagement. 29
10244 Employee-related issues, concerns raised through stakeholder engagement N/A EHCD-
with the trade union. 30
1032 The total number of employee grievances, the number of grievances that N/A EHCD-
were addressed (or reviewed) and resolved during the reporting period. 31
011 Direct economic value generated and distributed (EVG&D) in terms of N/A EHCD
employee wages and benefits. 32
20123 Defined benefit plan, liabilities and how these are met, and the estimated | BHCD- EHCD-
value of those liabilities. Pension contributions and employee participation. 33 33
Relevant ratio of the entry level wage by gender at significant locations of EHCD-
202-1 N/A
operation to the minimum wage. 34
202-2 Appointment of senior management from the local community. BI_;(;D_ N/A
Communication of anti-corruption policies and procedures to the board | BHCD- | EHCD-
members by region, and employees per category and region. 36 36
2052 Training of anti-corruption policies and procedures to the board members | BHCD- | EHCD-
by region, and employees per category and region. 37 37
Number of legal actions pending or completed regarding anti-competitive
206-1 behaviour and violations of anti-trust by the board, executive and BHCD- | BHCD-
employees. % %
2071 The role of board and executive leadership team in formally reviewing and | BHCD- N/A
approving the tax strategy, and the frequency of this review. 39
Accountability of the board and executive leadership team on tax strategy | BHCD- | EHCD-
2072 and measures taken about unethical or unlawful behaviour. 40 40
Tax calculation for employees based on remuneration and taxes withheld | BHCD- | EHCD-
2074 and paid on behalf of employees. 41 41
Sourcing and rate of recruitment of new number and rate of new employee N/A EHCD-
age group, gender, and region. 42
i Total number and rate of employee turnover by age group, gender and N/A EHCD-
region. 43
1012 Benefits which are standard for full-time employees but are not provided to N/A EHCD-
temporary or part-time employees, by significant locations of operation. 44
1013 Total number of employees that were entitled to parental leave, by gender, N/A EHCD-
leave provision by gender, leave returnees by gender 45
Weeks’ notice provided to employees and their representatives in respect of N/A EHCD-
1021 organisation restructuring. 46
Specific provisions of notice period in the collective agreements following N/A EHCD-
the consultation and negotiation process. 47
1031 Implementation of the occupational health and safety system including the | BHCD- | EHCD-
scope of workers covered. 48 48
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1030 Processes used to identify work-related hazards and assess risks on a routine | BHCD- | EHCD-
and non-routine basis. 49 49
1033 A description of the occupational health services” functions that contribute | BHCD- | EHCD-
to the identification and elimination of hazards and minimization of risks. 50 50
034 Processes for worker participation and consultation in the on occupational | BHCD- | EHCD-
403-
health and safety management system. 51 51
1035 Occupational health and safety training provided to workers, including N/A EHCD-
training on specific work-related hazards, hazardous activities / situations. 52
Workers’ access to non-occupational medical and healthcare services, and EHCD-
403-6 N/A
the scope of access provided. 53
1038 Number and % of all employees and workers who are not employees but N/A EHCD-
covered by the health and safety management system. 54
EHCD-
403-9 Work-related injuries including fatalities and hours worked. N/A
55
EHCD-
403-10 Work-related ill heath including fatalities. N/A .
5
Average hours of training that the organisation’s employees by gender and EHCD-
404-1 & & & ploy! y & N/A
employee category. 57
Type and scope of programmes implemented, and assistance provided to EHCD-
404-2 yp p prog p p N/A
upgrade employee skills and facilitate continued employability. 58
1043 Percentage of total employees by gender and by employee category who N/A EHCD-
received a regular performance and career development review. 59
1051 Diversity statistics of individuals board and employees per category in terms | BHCD- | EHCD-
of gender; age group, other indicators of diversity 60 60
Ratio of the basic salary and remuneration of women to men for each EHCD-
405-2 N/A
employee category, by significant locations of operation. 61
Total number of incidents of discrimination and remediation plans being EHCD-
406-1 N/A
implemented. 62
- Operations and suppliers in which workers’ rights to exercise freedom of N/A EHCD-
407-
association or collective bargaining may be violated or at significant risk. 63
Risk for incidents of child labour, young workers exposed to hazardous EHCD-
408-1 N/A
work. 64
EHCD-
409-1 Risk for incidents of forced or compulsory labour. N/A .
4101 Percentage of security personnel who have received formal training in the N/A EHCD-
organisation’s human rights policies or specific procedures. 66
Total number of identified incidents of violations involving the rights of A EHCD-
411-1 N,
indigenous peoples where workers performed the organisation’s activities 67
Training on human rights policies or procedures concerning aspects of EHCD
412-2 N/A
human rights that are relevant to operations. 68

BHCD = Board human capital disclosure, EHCD = Employee human capital disclosure, N/A = Not applicable.
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It was found that approximately 40% HC metrics and people-related disclosures are accounted
in sustainability reporting, of which moderate represents the boards HC, whereas more pertain to
employee-related information while less represents both cohorts. Secondly, and after determining a
number of the GRI-based HC metrics as presented in Table 1, the next step was to classify these
measures into the HR dimensions related to the attraction, sourcing, development, wellbeing,
engagement and retention of employees. This top-down approach allows the researcher to identify
items related to predefined categories and subsequently construct these into a new classification
[9,46]. The use of the GRI standards including the description and metrics made the identification of
HC related items seamless. Therefore, the following themes and subthemes in Table 2 were
generated:

Table 2. Emerging HC sustainability disclosure themes.

Themes and definitions Sub-themes

Human capital allocation (HCA): Information ¢ Employee and board demographics.

regarding the programmes and initiatives to secure the

health and safety of employees.

regarding the methods and initiatives taken to attract ¢ Appointment of employees and the board.
and source talent into the organisation. ¢ Diversity, equity, and inclusion (DEI)
Human capital wellbeing (HCW): Information ¢ Health and safety management system.

Non-occupational health services.

Monitoring and evaluation of work practices.

Human capital investment (HCI): Information
regarding the financial and non-financial resources
utilised to optimise people’s skills for improving

performance.

Training and development.
Leadership development.

Performance optimisation.

Human capital network (HCN): Companies’
engagement with internal, and external stakeholders

through its employees.

Communication.
Information sharing

Stakeholder engagement.

Human capital governance (HCG): Information
regarding the organisations’ structure, key roles, and

processes to improve corporate governance.

Organisational structure.
Role clarity and delegation of duty.

Responsibility and accountability.

Human capital risk (HCR): Information regarding the
organisations’ events or occurrences negatively
affecting employees, and the employees’ unethical

behaviour negatively affecting the organisation.

Employee grievances.

Anti-competitive behaviour.

Accidents, injuries and fatalities.
Discrimination and restriction of freedom of
association.

Forced and child labour.

Human capital earnings (HCE): Information regarding

paid remuneration, benefits and incentives to

employees and the board.

Wages and salaries.
Incentive schemes.

Employee benefits.

The themes represent HC information in the GRI standards focusing on the boards and
employee disclosures. Finally, Table 3 below provides the association of the emergent themes with
EHCD and BHCD linked to the GRI standard numbers as indicated in Table 1.
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Table 3. Human capital disclosure taxonomy for assessing sustainability reporting.

Emergent HC sustainability disclosure
" HCD disclosure codes linked to the GRI Standards
themes

BHCD- | BHCD- | EHCD-
7 35 42

EHCD-1 EHCD-2 | EHCD-4

Human capital allocation (HCA)
EHCD- EHCD- BHCD- | EHC-

45 46 60 60

EHCD-43

EHCD- EHCD- EHCD- | EHCD-

Human capital wellbeing (HCW) EHCD-48
49 50 53 54

BHCD- BHCD- | EHCD- | EHCD-
14 37 37 52

EHCD-3 BHCD-3

Human capital investment (HCI)
EHCD- EHCD- EHCD- | EHCD-

EHCD-57
58 59 66 68
BHCD- EHCD- BHCD- | BHCD- | EHCD-
BHCD-8
20 20 22 23 23
EHCD- EHCD- EHCD- | EHCD- | BHCD-
Human capital network (HCN) EHCD-26
27 28 29 30 36
EHCD- BHCD- EHCD-
EHCD-36

47 51 51

BHCD- | BHCD- | BHCD-
BHCD-5 BHCD-6 | BHCD-9

10 11 12
BHCD- BHCD- BHCD- | BHCD- | BHCD-
Human capital governance (HCG) BHCD-13
15 16 17 18 19
BHCD- BHCD- BHCD- | BHCD-
BHCD-39
40 48 49 50
BHCD- EHCD- EHCD- | EHCD- | EHCD-
EHCD-31

38 38 40 55 56

Human capital risk (HCR)
EHCD- EHCD- EHCD- | EHCD-

EHCD-62

63 64 65 67

EHCD- EHCD- EHCD- | EHCD- | BHCD-
BHCD-21

24 25 32 33 33

Human capital earnings (HCE)

EHCD- EHCD- EHCD-

EHCD-34

41 44 61

BHCD = Board human capital disclosure, EHCD = Employee human capital disclosure.

The codes can facilitate traceability of HC information in sustainability reports and can be useful
in assessing quality disclosure. The table shows that HCN and HCG cover most people related GRI
standards, whereas HCA, HCL, and HCR contain the second highest. Boards” HC is covered more in
HCG where the governing body provides information reflecting how their collective knowledge,
skills and abilities translate into effective corporate governance. HCG has significant implications for
employee behaviour and performance although no specific standards relate to this dimension. HCN
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reflects the role of the board in terms of promoting internal and external stakeholder engagement,
while at the same time encourage upward communication from employees to management. HCA,
HCW, HCI, HCR and HCE cover more GRI standards for employee HCD implying that the internal
HR information system must be well configured to provide timely and accurate information for
sustainability reporting. It can be concluded that the isolated GRI-people related standards into this
taxonomy provide a useful tool for the investment community and HR professionals to assess HC
sustainability reporting. Therefore, to illustrate the use of this taxonomy, Figure 1 shows the results
of HC sustainability disclosure based on a sample of 40 GRI content indexes of the JSE listed

companies.
25% 25%
20%
13%

0

i 5% 5%
Human Human Human Human Human Human Human
capital capital capital capital capital risk capital Capital
earnings network  governance allocation wellbeing  investment

Figure 1. Human capital disclosure taxonomy for assessing sustainability reporting.

According to the results, information about HCD was mostly disclosed in respect of policies and
processes used to determine remuneration, incentive pay and employee benefits. HCN was also
mostly disclosed with information regarding the companies’ efforts to improve internal stakeholder
engagement. Information on HCG was disclosed on the governance structure and committees
responsible for decision-making as well as performance evaluation of the boards. This was followed
by HCA with information on employee and board demographics including diversity statistics. The
most highly disclosed information relates to mandatory or regulatory requirements. Least disclosures
in HCR, HCW and HCI are concerning in that this creates information asymmetry. Perhaps the lack
of disclosure in these dimensions can be attributed to the sensitivity of some information in the
market and hence it is withheld. Also, some of this information is considered voluntary disclosures
and the board is not compelled to make such information available in the public. These results
substantiate that isolating HR information from the GRI standards can enable the investment
community and HR Professionals to evaluate the people management initiatives that add
shareholder value and improve HC sustainability reporting.

7. Discussion

HC information is duplicated and scattered in the sustainability and integrated reports. This
unstandardised reporting leads to lack of transparency, preferential voluntary disclosure and creates
imbalanced information that negatively affects the investment process. The development of the HC
sustainability disclosure taxonomy followed a rigorous process where the people related GRI
standards were isolated and classified into key 7 HR dimensions. This top-down procedure enables
researchers to apply the existing framework in identifying the appropriate categories and associated
items. The HCD taxonomy can serve as useful blueprint to decide on the disclosure of people-related
information to improve sustainability report taking into consideration the GRI standards. Through
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this taxonomy, researchers can efficiently locate HC information in corporate reports using the GRI
content index. This information can be help in statistical analysis, benchmarking and improving the
quality of reporting. The study confirms that isolating HR information from the GRI standards can
enable the investment community and HR Professionals to evaluate the impact of HC on the business
using the sustainability reports.

8. Conclusions

The study sought to develop a taxonomy for assessing HC information in the sustainability
reports. The GRI standards were utilised to isolate people-related information which were
subsequently classified into 7 dimensions, namely, human capital allocation, human capital
wellbeing, human capital investment, human capital network, human capital governance, human
capital risk and human capital earnings. These dimensions represent 40% HC metrics in the GRI
standards, and the results revealed that most disclosures are covered in the HCG and HCE categories.
This taxonomy provides practical guidelines on how to identify, track, and score people-related
information in the sustainability reports to isolate the value of HC. The taxonomy is based on the
existing GRI standards and may nullify the ongoing attempts to implement the international HR
reporting guidelines. While this point serves a significant implication, the taxonomy did not consider
a comparative analysis of the GRI standards with the other international HR reporting guidelines to
identify similarities and inconsistencies for building an integrated classification. Further research can
be conducted with the application of the taxonomy to assess HC sustainability disclosure through
cross-sectional and panel data analysis using a larger sample of listed companies.
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