
                           International Scientific Journal of Engineering and Management (ISJEM)                                           ISSN: 2583-6129 
                                  Special Edition: Volume: 04 ESEH – 2025                                                                           DOI: 10.55041/ISJEM.ESEH009                                                                                                                                         

                                  An International Scholarly || Multidisciplinary || Open Access || Indexing in all major Database & Metadata        

 

© 2025, ISJEM (All Rights Reserved)     | www.isjem.com                                                                                                     |        Page 51 
 

Integrating Human Capital into ESG Reporting: A Pathway to Sustainable 

Value Creation 
 

 

Anandhi. S1, A.R.Jahnvi2, Akhila.N3 

1. Assistant Professor, Faculty of Management, SRM Institute of Science and Technology, Ramapuram, 

anandhi.krishnan85@gmail.com. 

2. Student, II BBA , Faculty of Management, SRM Institute of science and  Technology , Ramapuram , 

jahn68330@gmail.com 

3. Student,  II BBA , Faculty of Management,  SRM Institute of Science and Technology , Ramapuram , 

akhilavinod10104@gmail.com 

 

Abstract 

Environmental, Social, and Governance (ESG) reporting has become a critical framework for organizations seeking to 

align profitability with long-term sustainability. While traditional ESG practices often emphasize environmental 

responsibility and corporate governance, the social dimension—particularly human capital—remains underexplored 

despite its pivotal role in creating sustainable value. This paper examines the intersection of ESG reporting and human 

capital management, analyzing how investments in employee well-being, diversity, skill development, and 

organizational culture contribute to resilience and competitive advantage. By integrating human capital metrics into 

ESG disclosures, companies not only enhance transparency but also strengthen stakeholder trust and long-term value 

creation. Drawing on global reporting standards, case studies, and empirical evidence, this study highlights the 

strategic importance of human capital as both a driver and indicator of sustainability performance. The findings 

reinforce the argument that meaningful ESG reporting must extend beyond compliance to encompass the intangible yet 

transformative role of people in shaping sustainable futures. 

Keywords: Environmental, Social and Governance (ESG), Environmental responsibility, Corporate governance, ESG 

disclosures, Sustainable futures 

 

Introduction: 

 

In today’s dynamic business environment, the pursuit of sustainability has moved beyond being a voluntary corporate 

initiative to becoming an essential driver of long-term competitiveness and stakeholder trust. Environmental, Social, 

and Governance (ESG) reporting serves as a critical mechanism through which organizations communicate their 

commitments, practices, and impacts related to sustainable growth. Among the three pillars of ESG, the “social” 

component—particularly human capital—has increasingly gained attention as organizations recognize that people are 

not just a cost to manage but a strategic asset to nurture. 

Human capital encompasses the knowledge, skills, creativity, health, and values that employees bring to an 

organization. It plays a central role in shaping innovation, productivity, and resilience. When integrated into ESG 

reporting, human capital considerations provide stakeholders with valuable insights into how organizations attract, 

develop, and retain talent, promote diversity and inclusion, ensure employee well-being, and foster ethical workplace 

cultures. Transparent disclosure of such factors allows investors, regulators, and society at large to assess not only 

financial performance but also the long-term sustainability and social responsibility of a business. 

In today’s dynamic business environment, the pursuit of sustainability has moved beyond being a voluntary corporate 

initiative to becoming an essential driver of long-term competitiveness and stakeholder trust. Environmental, Social, 

and Governance (ESG) reporting serves as a critical mechanism through which organizations communicate their 

commitments, practices, and impacts related to sustainable growth. Among the three pillars of ESG, the “social” 

component—particularly human capital—has increasingly gained attention as organizations recognize that people are 

not just a cost to manage but a strategic asset to nurture. Scholars such as Lev (2016), Kochan (2019), and Serafeim 

(2020) emphasize that effective human capital disclosure is crucial for shaping innovation, productivity, and long-term 

value creation. 
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Statement of the Problem: 

 

While ESG reporting has gained global traction as a tool for promoting corporate accountability and sustainable 

growth, its application has been largely skewed toward environmental and governance dimensions. Metrics such as 

carbon emissions, waste management, board diversity, and compliance frameworks are widely standardized and 

reported. In contrast, the role of human capital—though central to organizational resilience and long-term value 

creation—remains underrepresented, inconsistently measured, and often treated as a qualitative narrative rather than a 

quantifiable performance indicator. 

This gap poses a critical challenge for businesses and stakeholders alike. Investors and regulators increasingly demand 

transparency on how organizations manage their workforce, yet the lack of clear benchmarks and reporting standards 

makes it difficult to compare and evaluate human capital performance across industries. Moreover, companies that fail 

to integrate human capital into ESG disclosures risk overlooking the strategic value of employee well-being, learning 

and development, diversity, and workplace culture in shaping sustainable competitiveness. 

Therefore, the problem lies in the insufficient recognition and integration of human capital within ESG reporting 

frameworks. Without meaningful inclusion of human capital metrics, ESG disclosures risk being incomplete, limiting 

their ability to reflect the true drivers of sustainable value. 

 

 

 

Literature Review: 

 

The growing emphasis on Environmental, Social, and Governance (ESG) reporting reflects a global shift in business 

priorities from short-term financial gains to long-term sustainable value creation. Scholars and practitioners alike 

recognize ESG as an essential framework for evaluating corporate accountability and societal impact (Eccles, 

Ioannou&Serafeim, 2014). While environmental and governance dimensions have historically dominated ESG 

reporting, recent studies highlight the increasing importance of the social pillar, particularly human capital, in driving 

organizational resilience and competitiveness. 

 

ESG Reporting and Sustainability 

 

ESG reporting has evolved from voluntary disclosures into a strategic requirement influenced by regulatory pressures, 

investor expectations, and societal demands. Research indicates that robust ESG performance correlates with reduced 

risks, lower capital costs, and enhanced reputation (Friede, Busch &Bassen, 2015). Frameworks such as the Global 

Reporting Initiative (GRI), the Sustainability Accounting Standards Board (SASB), and the International Sustainability 

Standards Board (ISSB) provide guidance for standardized disclosures. However, most reporting still tends to 

emphasize environmental metrics such as carbon emissions and governance structures, leaving social factors relatively 

underdeveloped (Kotsantonis, Pinney&Serafeim, 2016). 

 

Human Capital as a Strategic Asset 

 

Human capital refers to the collective skills, knowledge, creativity, and well-being of employees that contribute to 

organizational success. The resource-based view (Barney, 1991) positions human capital as a critical source of 

sustainable competitive advantage. Studies show that organizations investing in employee development, diversity, and 

inclusion are better positioned to innovate and adapt in uncertain markets (Becker, 2002; Wright, Dunford& Snell, 

2001). Moreover, the World Economic Forum (2020) emphasizes that companies which prioritize workforce resilience 

and upskilling foster long-term value for both business and society. 

 

 

 

 



                           International Scientific Journal of Engineering and Management (ISJEM)                                           ISSN: 2583-6129 
                                  Special Edition: Volume: 04 ESEH – 2025                                                                           DOI: 10.55041/ISJEM.ESEH009                                                                                                                                         

                                  An International Scholarly || Multidisciplinary || Open Access || Indexing in all major Database & Metadata        

 

© 2025, ISJEM (All Rights Reserved)     | www.isjem.com                                                                                                     |        Page 53 
 

Human Capital in ESG Reporting 

 

Despite its importance, human capital reporting remains inconsistent and fragmented. According to Deloitte (2021), 

many companies provide qualitative narratives on employee engagement, diversity, or training but lack standardized, 

quantifiable metrics. The European Union’s Corporate Sustainability Reporting Directive (CSRD) and the U.S. SEC’s 

human capital disclosure rules mark a step toward greater transparency, yet challenges remain in ensuring 

comparability across industries. Recent literature argues that integrating human capital into ESG reporting enhances 

stakeholder trust, improves risk management, and provides investors with a more comprehensive picture of 

organizational sustainability (Maniora, 2017; Hossain et al., 2022). 

 

Linking Human Capital to Sustainable Value Creation 

 

The integration of human capital within ESG reporting is increasingly recognized as a driver of sustainable value. 

Studies suggest that workforce well-being, inclusivity, and talent development not only improve employee productivity 

but also strengthen corporate reputation and stakeholder loyalty (Edmans, 2011). Furthermore, empirical evidence 

indicates that firms with strong human capital practices outperform peers in innovation and long-term financial 

performance (Bloom & Van Reenen, 2010). This aligns with the stakeholder theory (Freeman, 1984), which 

emphasizes the role of employees as key stakeholders in shaping sustainable outcomes. 

Tabular Summary of Literature Review 

 

Theme 
Key Insights 

Key Authors / 

Sources 

Implications / 

Contributions 

Evolution of ESG 

Reporting 

ESG has shifted from voluntary to 

strategic, driven by regulatory, investor, 

and societal demands. 

Eccles, 

Ioannou&Serafeim 

(2014); Friede, 

Busch &Bassen 

(2015) 

ESG reporting 

is now essential 

for assessing 

corporate 

sustainability, 

risk, and value 

creation. 

Dominance of 

Environmental & 

Governance Factors 

ESG reporting has traditionally 

emphasized environmental and 

governance metrics, while social factors 

remain underdeveloped. 

Kotsantonis, 

Pinney&Serafeim 

(2016) 

There is a need 

for more 

balanced and 

comprehensive 

ESG reporting, 

especially 

around 

social/human 

capital metrics. 

Human Capital as 

Strategic Asset 

Human capital—skills, knowledge, 

well-being—is a source of sustainable 

competitive advantage. 

Barney (1991); 

Becker (2002); 

Wright et al. (2001) 

Investment in 

employees 

enhances 

innovation, 

adaptability, and 

long-term 

performance. 

Importance of Human 

Capital in ESG 

Human capital remains inconsistently 

reported, often lacking standardized 

metrics. 

Deloitte (2021); 

WEF (2020); 

Hossain et al. (2022) 

Inconsistent 

reporting limits 

comparability 

and 

transparency; 
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Theme 
Key Insights 

Key Authors / 

Sources 

Implications / 

Contributions 

regulations like 

CSRD and SEC 

disclosure rules 

are improving 

accountability. 

Link to Sustainable 

Value Creation 

Strong human capital practices improve 

productivity, reputation, and financial 

performance. 

Edmans (2011); 

Bloom & Van 

Reenen (2010) 

Aligns with 

stakeholder 

theory; suggests 

social 

responsibility 

enhances both 

economic and 

societal 

outcomes. 

Theoretical 

Foundations 

The resource-based view and 

stakeholder theory justify human 

capital’s role in sustainability. 

Barney (1991); 

Freeman (1984) 

Theories 

provide a 

conceptual 

framework for 

integrating 

human capital 

into ESG 

strategies. 

 

Research Gap: 

Although existing literature acknowledges the role of human capital in sustainability, there is limited empirical 

research exploring its systematic integration into ESG reporting frameworks. Most studies treat human capital as an 

isolated HR function rather than a strategic dimension of ESG performance. This highlights the need for further 

investigation into how organizations can align human capital disclosures with ESG practices to drive sustainable value. 

 

Objectives of the Study: 

To examine the role of ESG reporting and human capital in driving sustainable value creation in the development of 

organization 

 

Research Methodology: 

This study adopts a qualitative and descriptive research design based on secondary data sources, as no primary 

data collection was undertaken. The methodology is structured as follows: 

1. Research Design 

The study employs a descriptive and exploratory approach to analyze the relationship between ESG 

reporting, human capital, and sustainable value creation. The aim is to synthesize existing academic literature, 

corporate reports, and industry frameworks to identify patterns, gaps, and insights. 

2. Data Collection 

Secondary data was collected from a variety of credible sources, including: 

o Peer-reviewed journal articles and academic publications on ESG and human capital. 

o Global ESG reporting frameworks such as the Global Reporting Initiative (GRI), 

Sustainability Accounting Standards Board (SASB), and the Corporate Sustainability Reporting 

Directive (CSRD). 
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o Reports and surveys published by consulting firms (e.g., Deloitte, PwC, McKinsey) and 

international organizations (e.g., World Economic Forum, OECD, UN Global Compact). 

o Case studies and sustainability reports of companies recognized for their ESG practices. 

 

 

3. Data Analysis 

A thematic analysis approach was applied to review and categorize findings from the literature and reports. 

Key themes such as ESG disclosure practices, human capital management, employee well-being, diversity and 

inclusion, and sustainable value creation were systematically examined. Comparative analysis was also 

undertaken to highlight best practices and common gaps in ESG reporting related to human capital. 

4. Scope and Limitations 

The study is limited to secondary data, which may restrict the depth of empirical validation. However, by 

synthesizing multiple sources, the research provides a comprehensive understanding of how ESG reporting 

and human capital interact in driving sustainable value. Future studies may incorporate primary data through 

surveys or interviews for more empirical insights. 

  

Findings: 

The analysis of secondary data on ESG reporting and human capital yielded the following key findings: 

1. ESG Reporting is Expanding but Skewed Toward Environment and Governance 

While ESG reporting has become increasingly widespread, most disclosures emphasize environmental 

performance (e.g., carbon footprint, energy use) and governance factors (e.g., board independence, 

compliance). The social dimension, particularly human capital, is often underreported and lacks standardized 

metrics. 

2. Human Capital is a Critical Driver of Sustainable Value 

Evidence suggests that companies that invest in employee well-being, diversity, inclusion, and continuous skill 

development show higher levels of innovation, productivity, and long-term competitiveness. This confirms the 

strategic importance of human capital as a key asset rather than a cost center. 

3. Lack of Standardization in Human Capital Disclosures 

Current ESG frameworks such as GRI, SASB, and CSRD provide guidelines for human capital reporting, but 

variations in adoption and implementation make cross-company comparisons difficult. Many organizations 

rely on qualitative descriptions (e.g., employee engagement initiatives) rather than quantifiable metrics (e.g., 

training hours, retention rates). 

4. Stakeholders Increasingly Value Human Capital Transparency 

Investors, regulators, and employees are demanding greater clarity on how companies manage their workforce. 

Transparency in areas such as workplace safety, diversity ratios, and employee development has been shown 

to improve stakeholder trust and brand reputation. 

5. Integration of Human Capital in ESG Strengthens Business Resilience 

Companies that align ESG reporting with human capital strategies demonstrate stronger resilience during 

crises (e.g., the COVID-19 pandemic). Human-centered sustainability practices enable organizations to adapt 

to disruptions, retain talent, and maintain stakeholder confidence. 

6. Best Practices Emerging in Global Leaders 

Leading companies increasingly disclose detailed human capital metrics, including employee turnover, gender 

diversity, training investment, and health and safety performance. These practices provide a roadmap for 

organizations aiming to achieve sustainable value through ESG integration. 
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Conclusion: 

This study highlights the vital role of ESG reporting and human capital in driving sustainable value creation for 

organizations. While ESG reporting has evolved as a global standard for transparency and accountability, its current 

focus remains heavily weighted toward environmental and governance issues, leaving the social dimension—

particularly human capital—less developed and inconsistently reported. 

The findings emphasize that human capital is not merely a support function but a strategic driver of long-term 

organizational success. Companies that invest in employee well-being, diversity, inclusion, and skill development 

build stronger resilience, foster innovation, and enhance competitiveness. Moreover, stakeholders increasingly demand 

greater transparency in how organizations manage their workforce, recognizing it as a key indicator of sustainability 

and ethical responsibility. 

The integration of human capital metrics into ESG reporting can bridge the current gaps by offering a more holistic 

and accurate representation of an organization’s sustainability performance. By adopting global reporting frameworks, 

applying standardized metrics, and embedding workforce-related disclosures into their ESG strategies, businesses can 

strengthen stakeholder trust, improve comparability, and achieve long-term sustainable growth. 

In conclusion, the alignment of ESG reporting with human capital management is essential for creating sustainable 

value. Organizations that recognize people as their most valuable asset, and report transparently on how they nurture 

this asset, will be better positioned to thrive in an increasingly competitive, responsible, and sustainability-driven 

global economy. 
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