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Abstract

Purpose –Themain objective of this paper is to analyse the content and extent of human capital disclosure by
Spanish companies. It studies various factors related to the board of directors’ composition and functioning.
These factors can be seen as mechanisms of corporate governance and the moderating role of managerial
ownership, which help predict the behaviour of managers in relation to the human capital disclosure.
Design/methodology/approach – This study develops and applies a more comprehensive framework for
coding information on human capital, integrating the intellectual capital and social responsibility perspectives
in order to explain the content and extent of human capital disclosure. The research was based on a content
analysis of 210 corporate reports from 2007 to 2016. A system-GMM estimator was used to test the hypotheses
in four dynamic linear regression models of balanced panel data in order to address concerns of endogeneity.
Findings – The results show that companies are adapting to new regulations and voluntarily disclosing
information on human capital – a trend which signals their commitment to responsible attitudes towards
employees and stakeholders. The results also show that board composition and functioning are mechanisms of
supervision, control and legitimacy that promote human capital disclosure, with managerial ownership acting
as moderator for aligning interests between managers and stakeholders.
Originality/value – This study contributes to the literature on human capital disclosure by introducing a
broader conception of human capital to coding information. It accomplishes this through considering aspects of
the intellectual capital and social responsibility approaches, which provide a better understanding of
companies’ human capital disclosure. In addition, it seeks to enrich the debate about the effects of corporate
governance mechanisms– such as boards of directors and managerial ownership – on human capital
disclosure.

Keywords Corporate governance, Human capital disclosure, Social responsibility, Intellectual capital,

Corporate reports

Paper type Research paper

1. Introduction
Companies are operating in a competitive global environment characterized by knowledge-
based economies (Bontis and Fitz-enz, 2002; Mariano and Walter, 2015; Olander et al., 2015),
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the growing importance of intangible resources (Guthrie and Petty, 2000; Cuozzo et al., 2017;
Corvino et al., 2019), greater interest in social responsibility (SR) and corporate governance
(CG) (Rodrigues et al., 2017; Barrena-Martinez et al., 2019; Gallardo-V�azquez et al., 2019), and
by the increasing demand formore corporate information frommarkets, organizations, users,
suppliers and other relevant stakeholders (Tejedo and Araujo, 2016).

Authors such asGuthrie and Petty (2000), Edvinsson (2013), Abhayawansa (2014), Cuozzo
et al. (2017) and Corvino et al. (2019), among others, have considered that intellectual capital
(IC) – i.e. an organization’s reputation and image, employeemotivation, as well as its ability to
innovate and launch new products and services in the market, and to establish a stable
relationship with clients and suppliers (Castilla-Polo and Ruiz-Rodriguez, 2017, p. 506) – is a
crucial intangible resource to the success of contemporary organizations. Among the three
categories of IC [human capital (HC), relational capital and structural capital (Stewart, 1997;
Bontis, 1999; Abhayawansa and Abeysekera, 2008; Guthrie et al., 2006; Gamerschlag, 2013;
Dumay, 2016)], HC is recognized as themost important element in terms of creating long-term
competitive advantage (Beattie and Smith, 2010; Cabrilo et al., 2014; Amankwah-Amoah,
2018; Torres et al., 2018). HC refers to factors such as the knowledge, skills, attitudes,
creativity, aptitude and commitment possessed by employees of an organization (Bontis and
Fitz-enz, 2002; Abhayawansa and Abeysekera, 2008; Gamerschlag, 2013; Pisano et al., 2017).

Knowledge management practices can help companies retain employee talent and
improve their competitive advantages (Bontis and Fitz-enz, 2002; Mariano and Walter, 2015;
Torres et al., 2018). Tejedo and Araujo (2016) and Frangieh and Yaacoub (2019) point out that
workplace relationships improve when companies engage in socially responsible human
resourcemanagement practices such as avoiding discrimination and promoting equality, and
encouraging the participation and education of their employees, among others. These
practices help to attract, retain, andmotivate workers, and to improve their engagement with
the company. They are an important aspect of SR in order to be consistent with the ethical,
labour and social requirements demanded by employees and by society in general. According
to Pedrini (2007), corporate responsibility practices aimed at improving intangible resources,
specifically knowledge resources – generate better financial performance and long-term
sustainability (Adams and Larrinaga-Gonz�alez, 2007; Cooper and Owen, 2007; Edvinsson,
2013; Gallardo-V�azquez et al., 2019).

The European Commission (2011) suggests that the disclosure of social information,
including information on HC, can facilitate engagement and build trust between companies
and stakeholders. Consequently, HC disclosure could be a key method for providing
stakeholders with the information they need to assess a company’s actions concerning its
employees. In this context, the desire of companies to meet the needs of employees, other
stakeholders and the general concern to ensure socially responsible behaviour (Tejedo and
Araujo, 2016) provided the impetus for this research to identify the position of companies
concerning the necessity of disclosing information about HC.

Researchers have typically used the content analysismethodology to study the nature and
the extent of companies’HC disclosure. Regarding the content of the information on HC, prior
studies have generally investigated HC disclosure from either an IC perspective or a SR
perspective in isolation. As discussed above, an IC perspective takes into consideration
aspects related to employees’ cumulative knowledge and capabilities, which influence a
company’s value and competitive advantage (Abhayawansa and Abeysekera, 2008; Bontis
and Fitz-enz, 2002; Jindal andKumar, 2012; Edvinsson, 2013; Cabrilo et al., 2014; Corvino et al.,
2019). Likewise, other researchers have also studied HC in relation to SR, considering the
“triple-bottom line” concept of sustainable development (Gray et al., 1996; Hackston and
Milne, 1996; Adams and Larrinaga-Gonz�alez, 2007; Gallardo-V�azquez et al., 2019). This
approach focuses on social and ethical issues surrounding the relationships betweenworkers
and companies (Muttakin and Khan, 2014; Wang, 2017; Yu et al., 2017; Cui et al., 2018).
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Previous studies using content analysis have endeavoured to understand the content and
level of HC disclosed by companies, but the findings of these studies provide mixed results.
Some studies suggest that differences between the various components and categories of the
HC, as well as overall levels of HC disclosure reflect the relative importance given by
companies to these issues (see, Abhayawansa andAbeysekera, 2008; Jindal andKumar, 2012;
Muttakin and Khan, 2014; Yu et al., 2017). Additionally, the lack of a consistent method to
define, measure and report HC makes it difficult to set a common coding framework and to
study HC disclosure (Castilla-Polo and Ruiz-Rodriguez, 2017; Pisano et al., 2017). Given this
context, Abhayawansa and Abeysekera (2008) argue that a gap arises from the different
conceptualizations of HC, and that future studies not only need to conceptualize HC as the
stock of knowledge but also to take into account the specificity of that knowledge to the firm,
the idiosyncratic human resource management practices as well as the social fabric
embedded in the organization (Abhayawansa and Abeysekera, 2008). To address these
limitations, this study begins to bridge the gap in the HC disclosure literature with the
intention of proposing, developing and applying a more comprehensive and complete
framework for coding information on HC. Based on the literature review, it enhances the
conceptualization of HC by integrating both the IC and SR perspectives, which had
previously been studied in isolation.

HC disclosure has the potential to play a fundamental role in stakeholders’ decision-
making processes. However, issues regarding the access of information can occur. For
example, information asymmetries can arise between various parties, inside or outside the
company, i.e. between managers and owners, or between managers and stakeholders.
The existence of information asymmetries can lead to opportunistic behaviour on behalf of
the management (Li et al., 2008; Wang, 2017). A high level of HC disclosure provides a more
intensive monitoring mechanism for a company to reduce opportunistic behaviour and
information asymmetry between a company’s management and its stakeholders (Hill and
Jones, 1992;Michelon and Parbonetti, 2012). As suggested by Caputo et al. (2016), it is possible
to assert that voluntary disclosure about HC could, if correctly managed, be a useful
instrument for reducing relevant information gaps. Given these findings, it seemsworthwhile
to studywhether theway companies are governed can influence the information policy onHC
disclosure.

In this regard, and according to the literature (Cerbioni and Parbonetti, 2007; Li et al., 2008),
an effective monitoring mechanism has been CG, which plays an important role in reducing
information asymmetries and solving agency conflicts (Abeysekera, 2010; Frias-Aceituno
et al., 2013; Rodrigues et al., 2017). According to the agency-stakeholders and resource-based
theories, the Board of Directors (BD) is one mechanism of CG for supervising and monitoring
managerial actions (Dienes andVelte, 2016; Fuente et al., 2017), not only to reduce agency cost
but also to uphold companies’ public image and reputation before the stakeholders (Tejedo
and Araujo, 2016). Michelon and Parbonetti (2012) argue that voluntary disclosure policies
emanate from the BD, which is the “apex of the decision-making process” (Kassinis and
Vafeas, 2002, p. 400) and is responsible for social strategy (Bear et al., 2010; Amran et al., 2014;
Fuente et al., 2017). Legitimacy theory suggests that the BD can be seen as a mechanism of
legitimacy, because its role is to ensure that the company is managed efficiently, with top
managers overseeing operations and ensuring that stakeholders’ interests are taken into
account at the highest levels of the decision-making process (Michelon and Parbonetti, 2012;
Frias-Aceituno et al., 2013).

Some papers have analysed the link between specific characteristics of the BD and IC
disclosure or SR disclosure (e.g. Cerbioni and Parbonetti, 2007; Li et al., 2008; Abeysekera,
2010; Rodrigues et al., 2017; Cucari et al., 2018). As reported byMichelon and Parbonetti (2012)
when it comes to the relationship between different board characteristics and sustainability
disclosures, voluntary disclosure can be conditioned by certain attributes of the BD, such as
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independence, gender diversity or board activity (Bear et al., 2010). However, there is still
much to learn about the impact of board composition on HC disclosure. Thus, there is a gap in
the literature that this paper proposes to fill, by exploring the content and extent of HC
information and its relationship with characteristics of the BD. Furthermore, the extant
literature in the field of CG area has usually focused on the BD without considering the
moderating role that can be played by other CG mechanisms, such as ownership structure,
and managerial ownership in particular. Managerial ownership acts as a control mechanism
by aligning the interests of managers and shareholders/stakeholders. Managers are expected
to make decisions that increase the company’s value and its shareholders’ wealth,
consequently increasing their own wealth. As far as is known, this research seems to be
the first to provide original evidence that managerial ownership plays a major role as a
moderating variable that influences board’s motives toward HC disclosure practices.

Taking into consideration the prior reasoning and drawing from theoretical arguments
that encompass the stakeholder-agency, legitimacy and resource-based theories (Barney,
1991; Hill and Jones, 1992; Deegan, 2002), this study addresses the following research
questions: What is the content and extent of HC disclosure as studied through a codification
framework that encompasses the IC and SR perspectives? How does a BD’s composition and
functioning impact HC disclosure? Does managerial ownership moderate the influence of a
BD’s composition and functioning on HC disclosure? In order to address these questions, an
empirical research was conducted using a mix of qualitative and quantitative approaches.
These approaches included content analysis (as a method for the elaboration of disclosure
indexes) of the corporate reports of Spanish companies, and different dynamic linear panel
regression models, which addressed the hypotheses using a balanced panel data sample of
210 company-year observations from 2007 to 2016.

Spain is a particularly fascinating country for conducting this research, due to several
reasons. Firstly, the country has been known for proactively promoting the preparation and
dissemination of corporate reports containing non-financial, socially relevant information
(Sierra et al., 2013; Reverte, 2015). Secondly, Spanish business is characterized by high
ownership concentration in the hands of a small group of shareholders, and by a low level of
development of capital markets (Fuente et al., 2017). Thirdly, Spanish companies have a CG
system where there is no organizational separation between management and supervision,
attributing power to the BD (one-tier board system). In this case, the BD is made up of diverse
types of board members, some of whom have a particular interest in the company. This is an
example of managerial ownership, a factor which can play critical role in ensuring that senior
management acts in the best interests of the owners and the rest of the stakeholders. Finally,
because Spain is a countrywhere legal protection of shareholders is not as extensive as that of
Anglo-Saxon markets (Gutierrez and Surroca, 2014), this study was able to extend on
previous empirical evidence.

This study contributes to the literature on HC disclosure because it introduces a broader
conception of HC to coding information in order to improve stakeholder accountability, which
provides a better understanding of companies’ HC disclosure policy. Secondly, it seeks to
enrich the debate about the effects of BD characteristics on HC disclosure. Thirdly, it makes
an original contribution to the literature by using managerial ownership as a moderating
variable to investigate the effect of the ownership structure on the relationship between BD
and HC disclosure. Finally, it builds off the evidence in the existing literature indicating that
the CG mechanisms are endogenously determined and that the findings of most published
studies are affected by endogeneity (e.g. Hermalin and Weisbach, 2003; Michelon and
Parbonetti; 2012; Wintoki et al., 2012; Arayssi et al., 2016). This study addresses the problem
of endogeneity by applying the Generalized Method of Moment (system-GMM) estimator in
dynamic linear panel regression.
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The study has practical, social and political implications which offer new insights into
understanding companies’ communication strategies about HC. It suggests that non-
mandatory recommendations would not have the same effect as mandatory
recommendations in terms of companies’ information disclosure. Moreover, the research
sheds light on the relationship between strategic HC disclosure and BD members, as well as
the moderating role of managerial ownership.

The paper proceeds as follows: The next section discusses the literature review and
hypotheses development. Section 3 presents the research design and methodology. The most
relevant results and discussion are presented in Section 4. Section 5 presents the conclusions
of the study.

2. Literature review and hypotheses development
2.1 Human capital disclosure
HC constitutes one of the main assets a company possesses, driving value creation and
leading to competitive advantages in the modern knowledge economy (Stewart, 1997; Bontis,
1999; Cuganesan, 2005; Gamerschlag, 2013; Pisano et al., 2017; Amankwah-Amoah, 2018). It is
a “thinking asset” found in the employees of the companies (Edvinsson and Malone, 1997;
Roos et al., 2001) and it comprises the combined knowledge, skills, abilities, creative
capabilities, leadership and experience acquired by employees during their lifetimes (Beattie
and Smith, 2010; Jindal and Kumar, 2012; Cabrilo et al., 2014; Claver-Cort�es et al., 2015).
According to Bontis and Fitz-enz (2002), the essence of HC is the sheer intelligence of the
organizational member. Without HC, businesses would be unable to function (Edvinsson,
2013). There is also a growing concern with socially responsible behaviour (Cinquini et al.,
2012; Tejedo andAraujo, 2016). This concern is in linewith respect for labour rights and other
ethical values, which seek to improve workers’ quality of life and social conditions in
important areas such as employment, health and safety, non-discrimination, disciplinary
practices and freedom of association, among others (Adams and Larrinaga-Gonz�alez, 2007;
Cooper and Owen, 2007; Pedrini, 2007; Pisano et al., 2017; Yu et al., 2017).

Tejedo and Araujo (2016) claim that HC information improves stakeholders’ knowledge
about companies, which in turn enhances their decision-making process. However, the value
of human resources may not be adequately reported to stakeholders, partly due to the
limitations of the traditional accounting system (Abeysekera, 2007; Gamerschlag, 2013) and
the fact that companies disclose limited information about these resources (Cordazzo, 2007;
Beattie and Smith, 2010; Cuozzo et al., 2017; Pisano et al., 2017). In this way, the traditional
accounting system does not reflect the companies’ true value, therefore undermining
usefulness of the accounting-based information (Bozzolan et al., 2003; Castilla-Polo and Ruiz-
Rodriguez, 2017; Corvino et al., 2019).

According to Frias-Aceituno et al. (2013) and Cui et al. (2018), it is expected that
information asymmetry could be mitigated by the increase of voluntary disclosure, even
though this disclosure would incur some proprietary costs. These costs include the risk of
losing competitive position or revealing information, and the risk of stakeholders
misinterpreting this information. Voluntary disclosure improves companies’ potential to
create value andmarket efficiency (Cooper and Owen, 2007; Gamerschlag, 2013; Cabrilo et al.,
2014; Caputo et al., 2016), which establishes trust with stakeholders and enhances corporate
image, reputation and prestige (Wang, 2017), thus legitimizing companies’ actions (Gray et al,
1996; Hackston and Milne, 1996).

In this context, companies tend to disclose HC information in order to communicate with
stakeholders (Abeysekera, 2007; Tejedo and Araujo, 2016) and reduce information
asymmetry, leading to lower agency costs in turn (Li et al., 2008). Moreover, drawing from
the resources-based theory, HC is the main strategic resource for creating and maintaining
companies’ competitive advantage (Abhayawansa and Abeysekera, 2008; Corvino et al.,
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2019). According to Tejedo-Romero (2016), Dumay (2016) and Pisano et al. (2017), HC
disclosure refers to the way in which companies release IC information that was “previously
secret or unknown”. Thus, HC disclosure may allow companies to develop and enhance their
corporate image and provide stakeholders with useful information for investment and non-
investment decisions.

HC disclosure has been studied under two perspectives: IC and SR. Different frameworks
have been developed to conceptualize the importance of IC (Sveiby, 1997) and make its
measurement possible (Meritum, 2002). The majority of empirical research on IC disclosure
content analysis was based on the initial framework of Sveiby (1997) (see Castilla-Polo and
Ruiz-Rodriguez, 2017; Cuozzo et al., 2017; Pisano et al., 2017). It classifies intangibles into three
categories: people’s skills, internal structure and external structure. Guthrie and Petty (2000),
in their study about IC disclosure in Australia, changed Sveiby’s model by developing the
following categories: HC, internal capital and external capital. This model includes a broad
range of employee characteristics such as education, training, experience, work-related
knowledge, skills, competencies, values and attitudes, among others (Li et al., 2008). This
pioneering study by Guthrie and Petty (2000) was later replicated by other scholars
(Abeysekera, 2007; Nurunnabi and Hossain, 2011). Additionally, there are several
frameworks and guidelines for measuring and reporting IC (Meritum, 2002) which
recommend the use of a new type of stand-alone report called an IC report (for a review of
the principal guidelines and frameworks developed, see Abhayawansa, 2014; Castilla-Polo
and Ruiz-Rodriguez, 2017; Cuozzo et al., 2017).

The latter perspective – SR– considers the concept of the “triple-bottom line” of
sustainable development: economic, environmental and social (Adams and Larrinaga-
Gonz�alez, 2007). The SR perspective on HC disclosure focuses on socio-labour factors,
including information on social and ethical issues concerning relations between workers and
companies, health and safety in the workplace, diversity and equal opportunities, among
others (Yu et al., 2017; Gallardo-V�azquez et al., 2019). Furthermore, frameworks have been
proposed to develop globally applicable guidelines for reporting on the economic,
environmental and social impact of companies in stand-alone SR reports (GRI, 2013;
Reverte, 2015). Most of the existing empirical research on SR disclosure content analysis is
based on the categories indicated by the GRI’s reporting guidelines (Fuente et al., 2017; Cui
et al., 2018).

This study introduces a broader conception of HC to code information (see Table 2),
considering aspects of both IC and SR in order to provide a better understanding of HC
disclosure. Therefore, HC is defined as a knowledge resource. Aspects of HC such as
employees’ knowledge, experience, values, skills, abilities, attitude, commitment, satisfaction
and creativity, all contribute to generating wealth in companies. Thus, companies must
behave in an ethical and responsible way towards their employees, implementing SR policies
such as equal opportunities and diversity, health and safety at work, training and education,
labour relations and union activity. Such policies contribute to the creation of sustainable
competitive advantages.

The research draws on the stakeholder-agency theory (Hill and Jones, 1992), legitimacy
theory (Deegan, 2002) and resource-based theory (Barney, 1991) to frame the reasons why
companies disclose HC information. According to the stakeholder-agency theory, companies
should attempt to meet multiple goals of a wide range of stakeholders, rather than just those
of shareholders (Hill and Jones, 1992). According to Michelon and Parbonetti (2012), this
approach illustrates how management can satisfy the competing interests of stakeholders,
claiming that voluntary disclosure should be expanded by providing information to all those
who have a legitimate interest in the company. Based on legitimacy theory, Caputo et al.
(2016, p. 82) point out that legitimacy is relevant in explaining the “value” of voluntary
corporate disclosure because it calls attention to the fact that the survival of every type of
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organization depends on its ability to efficiently communicate its value to the market. Hence,
companies make HC disclosures in order to gain or maintain legitimacy with powerful
stakeholders. Finally, according to Abhayawansa and Abeysekera (2008), resource-based
theory explains the strategic importance of HC as a resource for creating long-term
sustainable competitiveness (Barney, 1991). Therefore, in order to retain this resource and
preserve competitive position, companies may be more or less interested in revealing HC
information, depending on the advantages or disadvantages their HC provides.

2.2 The influence of corporate governance on human capital disclosure
The BD is responsible for determining disclosure policies and protecting the interests of all
stakeholders involved with the company (Prado-Lorenzo and Garcia-Sanchez, 2010; Hidalgo
et al., 2011; Dienes andVelte, 2016). Three theoretical perspectives are used to analyse the role of
CG on HC disclosure. From the stakeholder-agency theory perspective, the BD is one of the
mechanisms of CG for the supervision, monitoring and advising of managerial actions (Fuente
et al., 2017). It plays an important role in achieving holistic transparency (Cerbioni and
Parbonetti, 2007; Frias-Aceituno et al., 2013) by managing information disclosure in corporate
reports (Li et al., 2008). Companies disclose HC information in order to improve stakeholders’
knowledge and trust concerning the companies’ behaviour and performance (Garcia et al.,
2011), and to reduce investors’uncertainty about the impact ofHCon the company’s value. High
HC disclosure is predicted to provide a more “intensive monitoring package” for a company to
reduce opportunistic behaviour and information asymmetry (Cerbioni and Parbonetti, 2007;
Michelon and Parbonetti, 2012;Wang, 2017). Under the legitimacy theory, the BD is considered
an accountability mechanism for a company to gain legitimacy and improve its reputation.
According to Michelon and Parbonetti (2012, p. 483), good CG can convey information to the
general public that the company is well managed, that top managers properly oversee the firm
and that stakeholders’ interests are taken into account. The resource-based theory highlights
the role of the BD in contributing to the company’s reputation, expanding the company’s
business contacts and giving strategic advice (Abeysekera, 2010). Following Rodrigues et al.
(2017, p. 4), the BD helps a company obtain valuable resources to facilitate its competitive
advantage through offering strategic advice, which enhances the company’s reputation. This
theory emphasizes several factors: the value creation ability of a BD; the fact that intangible
resources and capabilities are the company’s most important sources of success; and the fact
that intangible resources are created, enhanced or depleted through stakeholder relationships.
Together, these factors facilitate companies’ competitive advantage.

Hence, drawing on the theories above, this paper analyses the influence of the composition
(independence and gender diversity) and functioning (activity) of the BD, as a mechanism that
can influence HC disclosure. In addition, managerial ownership –i.e. the proportion of ordinary
shares held by senior managers, including directors and managers –is another internal CG
mechanism that can help align interests ofmanagers and shareholders, andmanagers and other
stakeholders (Eng and Mak, 2003; Rodrigues et al., 2017). This mechanism can contribute to the
reduction of information asymmetries and agency problems (Cordazzo, 2007; Hidalgo et al., 2011;
Pisano et al., 2017). The agent (manager), who has better access to company’s information than
the principal (shareholders/stakeholders), and whose actions are unobservable by the principal,
can engage in activities to enhance his/her personal goals. Hence, if themanager has shares of the
company, he/she hasmore incentives to provide information onHC in order to enhance the value
of the company and its shareholders’ wealth, and to reinforce the company’s legitimacy in the
eyes of stakeholders, as all this will increase his/her own wealth (Bukh et al., 2005; Rodrigues
et al., 2017). Therefore, managerial ownership could moderate the relationship between the BD
and HC disclosure, striving to meet the interests and gain the approval of the rest of the
shareholders –including the manager– and the rest of the stakeholders. This led to the initial
interest in studying the moderating role of managerial ownership.
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2.2.1 Board Independence. This is associated with the number of independent directors in
a BD (Rodrigues et al., 2017; Wang, 2017). Independent directors are non-executive members
who possess diverse views, skills and professional experience. According to the resource-
based theory, independent directors areworse at formulating andmanaging corporate affairs
than executive directors, due to them having less internal knowledge of the company
(Abhayawansa and Abeysekera, 2008; Abeysekera, 2010). Therefore, a higher presence of
independent directors will have a substitutive effect, leading to the disclosure of less
information about HC (Rodrigues et al., 2017). In the same vein, and according to the
legitimacy theory, Barako et al. (2006) point out that companies with a high level of
independent directors have a lesser need to rely on corporate reporting to prove the
legitimacy of their operations to their stakeholders. In line with the stakeholders-agency
theory, a BD that includes independent directors can assume the role of monitoring in order to
mitigate the self-interest of executive directors and managers that compromises
stakeholders’ interests (Jensen and Meckling, 1976; Hill and Jones, 1992; Abeysekera,
2010). Their presence in the BD could be considered a complementary mechanism allowing
more information to be disclosed. According to Cerbioni and Parbonetti (2007), the presence of
a majority of independent directors is crucial to ensure more effective control of top
management and to influence voluntary disclosure. Previous research showed mixed results
concerning the influence of board independence on HC disclosure. Some scholars observed a
positive relationship between board independence and voluntary disclosure (Arayssi et al.,
2016), some scholars found no relationship at all (Hidalgo et al., 2011), while others perceived a
negative relationship (Eng andMak, 2003; Rodrigues et al., 2017). Li et al. (2008, p. 139) suggest
that independent directors, as a group, do not have much influence on voluntary disclosure
decisions, since more independent directors are not always the best solution for the simple
reason that an excessive number of independents (who do not exercise executive tasks) can
affect the efficiency of the BD (Rodrigues et al., 2017). In addition, high managerial ownership
gives the manager a high level of control over the company, making it difficult for minority
shareholders and other stakeholders to control the actions of the manager. Independent
directors, on the other hand, represent the interests of minority shareholders and those
stakeholders affected by or interested in the company (Prado-Lorenzo and Garcia-Sanchez,
2010; Dienes and Velte, 2016). In this situation, managers – in order to avoid the control and
monitoring of independent directors – aremore likely to voluntarily disclose information so as
to show that they have acted in the best interests of the owners, stakeholders and society in
general. With previous arguments in mind, the following hypotheses are presented:

H1. There is a relationship between Board Independence and HC disclosure:

H1a. Board Independence has a positive effect on HC disclosure.

H1b. Board Independence has a negative effect on HC disclosure.

H2. Managerial Ownershipmoderates the relationship between Board Independence and
HC disclosure.

2.2.2 Gender Diversity. This is associated with the number of female directors in a BD.
Drawing from resource-based theory and according to Amran et al. (2014), higher gender
diversity brings a combination of resources and expertise, greater knowledge, skills and a
diverse set of leadership experiences (Cucari et al., 2018). Based on legitimacy theory, gender
diversity can be treated as an effective way to increase the moral legitimacy of society. The
stakeholders-agency theory suggests that a more diverse board is more likely to represent
diverse stakeholders, which should influence HC disclosure (Rodrigues et al., 2017).
Companies with a gender-diverse board tend to adopt more socially responsible approaches
than those with fewer or no women (Post et al., 2011; Ferrero-Ferrero et al., 2015), which
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reduces information asymmetry and mitigates agency problems for all stakeholders.
According to Prado-Lorenzo and Garcia-Sanchez (2010), female directors exhibit greater
diligence in monitoring, leading to better manager oversight, greater transparency and a
richer information environment. In the sameway, the resource-based theory considers that all
forms of diversity in members’ profiles (including gender) gives the board a wider range of
competencies. These characteristics could positively influence BD decisions concerning
disclosure policy to all stakeholders. Bear et al. (2010), Ferrero-Ferrero et al. (2015) and Rao
and Tilt (2016) examined the gender composition of the board and the influence of female
directors on BD decisions concerning disclosure, and they found that the increase of female
representation on boards is associated with an increase in the level of information disclosure.
However, previous studies obtainedmixed results concerning the influence of gender diversity
on information disclosure. On one hand, Giannarakis (2014) and Cucari et al. (2018) found a
negative relationship between the presence of women on the board and disclosure, suggesting
that a female director does not necessarily influenceBDdecisions concerning disclosure. On the
other hand, Rodrigues et al. (2017) concluded that gender diversity is not one of the attributes
influencing the extent of disclosure. In addition, information asymmetry that often arises in
agency problems can be avoided bymanagerial ownership.Managerial ownership can balance
the interests of managers with shareholders and stakeholders, thus diminishing the need for
more information disclosure. Hence, managerial ownership can moderate the relationship
between gender diversity and HC disclosure. This leads to the following hypotheses:

H3. Gender diversity has a positive effect on HC disclosure.

H4. Managerial ownership moderates the relationship between gender diversity and HC
disclosure.

2.2.3 Board activity. This refers to the number of board meetings held by the board of
directors per year. The stakeholder-agency theory considers board activity amechanism for
measuring the dynamics of the decision-making process and communication between the
directors, managers, shareholders and other stakeholders. According to Adams and
Ferreira (2012), boardmeetings are essential for directors to take part in the decision-making
process, as well as to acquire information and perform their monitoring and advisory roles.
In addition, based on legitimacy theory, board meetings allow directors to share more
information and perspectives, ensuring the legitimacy of all stakeholders. Resource-based
theory suggests that the frequency of board meetings is an important means for improving
board effectiveness (Conger et al., 1998). A company with frequent board meetings is more
likely to perform its responsibilities in accordance with shareholders’ interests (Rodrigues
et al., 2017). BD meetings can be considered a measure of the effectiveness for monitoring
and controlling the decision-making process (Dienes and Velte, 2016), only if all the
members attend board meetings. According to Allegrini and Greco (2013) and Frias-
Aceituno et al. (2013), a companywith an active BD encourages themembers to show greater
interest in disclosing information, in order to keep stakeholders informed of their efforts.
However, given that the Chief Executive Officer (CEO) sets the agenda of BD meetings, and
that routine tasks take up a large portion of the BD’s time, more meetings do not necessarily
imply better monitoring (Fuente et al., 2017). According to Vafeas (1999), a high number
of BD meetings could lead to inoperability. In this sense, it is likely that many BD meetings
will makemanagement control less effective and consequently there will be less information
disclosure. In this way, it is possible that a substitution effect occurs. This suggests that the
association between BD activity and HC disclosure is non-linear (curvilinear). Therefore, an
inverted U-shaped relationship is expected to exist between both variables. Also,
managerial ownership is directly affected by the decisions made by the BD due to their
shareholding in the company. Hence, a convergence of interests will motivate better
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decision making regarding the HC’s disclosure policy. The hypotheses were formulated as
follows:

H5. Board activity has a positive effect on HC disclosure.

H6. There is a non-linear relationship (inverted U-shaped) between board activity and
HC disclosure.

H7. Managerial ownership moderates the relationship between board activity and HC
disclosure.

2.3 Spanish regulatory context
CG and non-financial information reports in Spain have followed international trends, as well
as the recommendations and requirements from the EU and international organizations. In
the mid-1990s, there was a consensus regarding the need to rethink the role and nature of the
structure of BD according to CG codes. Later, the Unified Code of Corporate Governance
(CNMV, 2006) distinguished two types of directors: internal or executive directors and
external directors. This Code was updated in 2015 and was characterized by the adoption of
the “comply or explain” principle (CNMV, 2015).

Regarding non-financial information, the first Spanish document that referenced the
importance of social information and IC disclosure was the White Paper for the Reform of
Accounting in Spain. This document recommended that the memory [1] should contain
information on social and intangible resources. The annual financial statements and the
management commentary are mandatory, despite other reports being voluntary, such as the
CR and IC reports. The management commentary must contain, among other items,
information about the company’s human resources, provided it is relevant to understanding
the business’s evolution. The Spanish Government and the Parliament were committed to
promoting the development of socially responsible practices and helped support a major
debate in 2007 with a national forum of experts from the public sector and business world. In
the Parliament, a Sub-Commission on SR was created to discuss SR trends in companies, in
order to develop appropriate legislative measures.

Recently, the Spanish Government anticipated possible outcomes of the 2014/95/EU
Directive by approving the Law 2/2011 – the “Sustainable Economy Law” (Spanish
Parliament, 2011). This legislation aimed to promote responsible practices that could become
significant drivers of the country’s competitiveness and its transformation into a more
sustainable society (Reverte, 2015; Luque-V�ılchez and Larrinaga, 2016). The transposition of
Directive 2014/95/EU by the Royal Decree-Law 18/2017 established new mandatory non-
financial reporting requirements, which would be enforced from 1st January 2017.

Given this context, it seems appropriate to conduct a study in Spain on the influence of the
CG mechanisms on HC disclosure.

3. Research design and methodology
3.1 Research methods
In order to address the research questions and to test the hypotheses, a qualitative and
quantitative approach was adopted, focusing on a deductive method. This research
empirically examined the relationship between CG mechanisms and HC disclosure. It began
by hypothesizing a relationship between these variables, based on the theoretical
frameworks (stakeholders-agency, legitimacy and resource-based theories) which assume
an impact of the CG mechanism on HC disclosure. The research was conducted in two steps.
Firstly, a content analysis method was used to create a disclosure index (HC index) and six
disclosure sub-indexes (see Section 2.2 and Table 3). Content analysis can be regarded as an
appropriate methodology for the study of HC disclosure, since it was applied in previous
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research in the fields of IC and SR (Barako et al., 2006; Abeysekera, 2007; Michelon and
Parbonetti, 2012; Frias-Aceituno et al., 2013; Caputo et al., 2016; Castilla-Polo and Ruiz-
Rodriguez, 2017; Wang, 2017). Secondly, regression models for panel data were developed
using an HC index as a dependent variable, using board independence, gender diversity and
board activity as independent variables, and using managerial ownership as a moderating
variable. In addition, the study used the CEO duality, sector, company age, size, profitability
and directive as control variables. The population and sample, variables and data collection
and research models are explained below.

To carry out the content analysis, the MAXQDA 12 software was used, although the
coding was performed manually. Statistical analysis was carried out using STATA 14.2
software, due to its robustness.

3.2 Population and sample
The starting population comprises companies listed in the Ibex35 index, which are the most
representative of Spain (Sierra et al., 2013). These companies represent a capitalization and
trading account of over 80% of the total Spanish stock exchanges, with a generated added
value of about 30% of listed and unlisted Spanish companies in 2016. They represent the
main sectors of the Spanish economy, where disclosure and transparency are a critical issue
due to the growing number of stakeholders.

To select the sample, a non-probabilistic sampling was conducted. It selected those
companies which were repeatedly included in the Ibex35 from 31st December 2007 [2] to 31st
December of 2016 (fiscal year). The final sample included 21 companies, representing 60% of
the starting population for the period of 2007–2016. The choice of this period was motivated
by the fact that, in 2007, the Spanish Government and Parliament promoted initiatives for
Spanish companies to voluntarily implement SR strategies and to reveal voluntary (non-
mandatory) information. The year 2016 [3] was the last year corporate reports were available.
A balanced panel dataset was used with 210 observations (21 companies for 10 years).

Table 1 shows the distribution of the sample by sector. Following Sierra et al. (2013),
financial and real estate services sectors were included in the sample, representing 25.7% of
the Ibex35 companies. Hence, all sectors of the population were represented.

3.3 Variables and data collection
3.3.1 Dependent variable. HC index was the dependent variable. This was constructed using
content analysis (Krippendorff, 2004; Guthrie et al., 2006; Guthrie and Abeysekera, 2006;
Beattie and Thomson, 2007; Castilla-Polo and Ruiz-Rodriguez, 2017).

Content analysis is the method used for the systematic analysis of the information
contained in corporate reports (Hackston and Milne, 1996; Krippendorff, 2004). Guthrie and
Abeysekera (2006) point out that content analysis, as a data collection technique, involves
coding qualitative and quantitative information in various categories based on the selected
criteria, in order to obtain disclosure trends and patterns (Guthrie and Petty, 2000; Bozzolan

Sector
Initial population in 2016 Final sample (2007–2016)
Companies % Companies %

Consumer goods 3 8.57 1 4.76
Basic materials/industry and construction 7 20.00 5 23.81
Petrol and energy 6 17.14 5 23.81
Consumer services 6 17.14 2 9.52
Financial and real estate services 9 25.71 6 28.57
Technology and telecommunications 4 11.43 2 9.52
Total 35 100 21 100

Table 1.
Percentage of
participation by sector
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et al., 2003; Bukh et al., 2005; Yi and Davey, 2010). Following the suggestion of Bozzolan et al.
(2003), Guthrie and Abeysekera (2006) and Beattie and Thomson (2007), different steps were
taken to conduct the content analysis: (1) the selection of the coding framework used to
capture and classify information, (2) the definition of the units of analysis, (3) the coding and
(4) the assessment of the level of reliability achieved.

(1) To capture and classify information, the coding framework of this study integrates
Sveiby’s (1997) approach and follows the guidelines of the Global Reporting
Initiative’s approach (GRI, 2013), as well as other elements of previous research that
were based on both approaches (Guthrie and Petty, 2000; Abeysekera, 2007;
Cordazzo, 2007; Yi andDavey, 2010; Nurunnabi andHossain, 2011; Jindal and Kumar,
2012; Dienes and Velte, 2016; Cui et al., 2018). For a review of the main guidelines and
frameworks developed, see Mariano and Walter (2015). The subcategories and
elements of HC allow the code of the information to be analysed (see Table 2). The
framework for coding the information was organized into 5 subcategories and 24
intangible elements/items.

(2) To define the units of analysis, the terminology of Krippendorff (2004) was used,
indicating that sampling units referred to the SR or integrated reports. Initially, the
objective was to study SR reports [4], because this is a way for companies to
voluntarily meet the demands of their stakeholders. SR reports are a major means of
companies’ communication with different sets of stakeholders (Cinquini et al., 2012)
because they share similaritieswith IC reportswhile offering amore complete analysis
of voluntary disclosure (Pedrini, 2007). These reports have been found to be better
suited than annual reports to analyse levels of voluntary disclosure of HC information
in Spanish companies (Tejedo-Romero, 2016). Companies are interested in disclosing
these reports as a means of reducing agency costs and information asymmetries,
thereby improving the legitimacy of their actions (Gray et al., 1996; Sierra et al., 2013).
However, the companies in the sample opted for the following alternative reports: (1)
stand-alone SR report, (2) SR reports included as a sectionwithin the annual report and
(3) IR [5]. Because the stand-alone SR report contains the most extensive and detailed
information, it was used for conducting the research analysis in the following cases:
when companies produced both the stand-alone SR report and the SR reports included
as a section within the annual report, or when they produced both the stand-alone SR
report and the IR. Nonetheless, the information disclosed in the annual reports and IRs
overlaps the stand-alone SR reports. Finally, context units referred to the sentences and
registration units referred to the presence or absence of information.

(3) As discussed above, the coding data process was performed manually and each
sentence was coded by the following counting rule: a score of 1 was awarded if the
company provided information about a specific HC element; and 0, otherwise. This
research applied a disclosure index and a set of sub-indexes in order to quantify and
assess the level of HC disclosure, as well as of the HC subcategories. An unweighted
overall index was applied to a company in relation to the total amount of information
disclosed by aggregating the score on each of the elements; in addition, disclosure
indexes were also calculated for each subcategory. Weighted indexes were not used
because of their inherent degree of subjectivity due to the fact that there is no
universally accepted table of weights. Finally, the total disclosure index score was
obtained for each company as a ratio between the total disclosure score and the
maximum possible disclosure score (see Table 3). Since all items were equally
weighted, this adjustment was made in order to not penalize those companies which,
for various reasons, could not disclose some of the items under consideration.
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HC subcategories HC elements Descriptions

Employees (11 items): 1. Employee profile Characteristics considered relevant for the company’s
activity: total number of employees, distribution by areas
or department in the company, distribution of the
workforce, full-time and part-time employees, etc.

2. Equality and diversity
issues

Diversity and equality policies of the company in the
following categories: race, religion, gender, disability and
other minorities

3. Health and safety Information regarding the prevention and the reduction
of health and safety risks at work

4. Labour relations and
union activity

Information about the relationship between employers
and employees, workers’ rights, duties and
responsibilities, union activities, representation of
workers and flexibility in working hours

5. Involvement of
workers in the
community

Worker participation in community work and
volunteering

6. Employee recognition The company’s expression of gratitude to its staff in
recognition of the work they have done, such as awards,
prizes and other rewards

7. Important employees Information related to one or more employees regarding
their loyalty, attitude and overall contribution to the
success and growth of the company

8. Employee
commitment

Information pertaining to the ways employees identify
themselves as members of the company, for example,
commitment index,meetings attendance, people involved
in a certain activity

9. Employee motivation Impulses, desires, aspirations and other factors that
improve workplace performance

10. Employee behaviour Information regarding employees’ optimism, enthusiasm,
kindness, attitudes towards change, identification with
company objectives and ability to fulfil those objectives

11. Economic data Productivity, efficiency, added value, etc.
Education (2 items): 12. Formal education Employees’ explicit knowledge derived from formal

educational institutions, regardless of the employees’ role
in the company

13. Professional
qualification

Workplace activities performed by an individual to
demonstrate that he/she knows and has mastered the
techniques, as well as the knowledge necessary to carry
out tasks successfully

Training and
development (6
items):

14. Education and
training policy

Information on whether the company carries out training
and education policies, and the results of such policies

15. Education and
training expenses
and hours

Information about investment and employees’ time and
attendance

16. Competence
development policy

Information regarding employee development policies
and programmes

17. Career opportunities Information regarding employees’ opportunities to
advance their professional careers within the company

18. Job rotation
opportunities

Information related to internal promotion policies

19. Recruitment policies Information on employee hiring and replacement plans

(continued )

Table 2.
Subcategories and
elements
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(4) Following the methods of Krippendorff (2004), three types of reliability were
conducted in this study: accuracy, reproducibility and stability. Accuracy is
guaranteed by the coding process conducted by two authors (both with graduate
degrees and previous experience in content analysis methodology) and by the
following coding procedure: (1) Initially, a set of coding rules was discussed and
established; (2) The authors independently conducted an in-depth analysis of reports
issued by two pilot companies in order to develop the coding scheme. This analysis
was conducted on five reports [6]; (3) The main discrepancies in the coding process
(which only occurred in less than 5% of cases) were discussed between the authors
and the following was agreed upon: (1) the coding was conducted by meaning, rather
than by looking for exact keywords, as some concepts are broad or exact keywords
may not be appropriate; (2) qualitative and quantitative information was coded; (3)
the coding was not carried out if the concept was implicit; (4) the coding of the tables
was arranged in relation to the rows or columns that were treated as a sentence; (5)
graphs, charts and diagramswere coded (same treatment as for the tables); (6) images
were not encoded; and (7) the repetition of the items or elements was recorded only
once. Reproducibility was assessed by the Krippendorff’s alpha, obtaining a value of
0.80 which is generally agreed upon as an acceptable level (Hackston andMilne, 1996;
Bozzolan et al., 2003; Rodrigues et al., 2017). Stability was verified in a sample of four

HC subcategories HC elements Descriptions

Work-related
knowledge (3 items):

20. Know-how The type of knowledge related to the way of doing things,
such as skills, abilities and talents that can enhance
workplace performance

21. Employee quality
and experience

The knowledge acquired through practice and
experience

22. Performance and
results of top
management

Information about the performance and results of top
management

Entrepreneurial spirit
(2 items):

23. Innovative ideas of
employees

Information related to creativity, innovation and
knowledge exchange

24. System of
suggestions and
employee
consultation

The system for acknowledging and implementing
initiatives or suggestions made by employees

Table 2.

Employeesj Subindex ¼ 1
11

P11
i¼1Xij

Educationj Subindex ¼ 1
2

P2
i¼1Xij

Training and Developmentj Subindex ¼ 1
6

P6
i¼1Xij

Work related Knowledgej Subindex ¼ 1
3

P3
i¼1Xij

Entrepreneurial Spiritj Subindex ¼ 1
2

P2
i¼1Xij

HumanCapitalj Index ¼ 1
24

P24
i¼1Xij

Note(s): Where the HC Index is the unweighted index of disclosure of company j, i is the item or element,Xij is
the score obtained by company j of element i. Consequently, Xij assumes the value of 1 if company j has
disclosed element i, otherwise it will assume the value of 0 if it has not disclosed it. The total of items that make
up the framework of the information on HC is 24. The HC index takes values between 0 and 1

Table 3.
Sub-indexes and index

of HC disclosure
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corporate reports issued by two pilot companies and analysed again after one month.
The results of these analyses showed no major differences between the first and
second rounds of coding.

3.3.2 Independent Variables. Data were collected from the CG reports. Independent variables
are detailed below:

Board Independence: This refers to the ratio between the number of independent directors
on the board and the total of all board members (Cerbioni and Parbonetti, 2007; Li et al., 2008;
Arayssi et al., 2016).

Gender Diversity: This refers to the ratio between the total of female board members and
the total of all board members (Arayssi et al., 2016; Prado-Lorenzo and Garcia-Sanchez, 2010).

Board Activity: This is measured by the number of board meetings held during the
financial year (Prado-Lorenzo and Garcia-Sanchez, 2010). Furthermore, in order to control
potential diminishing marginal effects on HC disclosure, after the maximum level of board
activity was passed, the square of the “board activity” variable was also considered to help
determine the possibly inverted U-shaped relationship.
3.3.3Moderating Variable.Data were collected from the CG reports. Themoderating variable
is detailed below:

Managerial Ownership: This represents the percentage of shares held by directors and
executive members (Eng and Mak, 2003; Bukh et al., 2005). To assess the potentially
moderating influence of Managerial Ownership on Board Independence, Gender Diversity
and Board Activity, the following interaction terms were included: Managerial
Ownership*Board Independence, Managerial Ownership*Gender Diversity, Managerial
Ownership*Board Activity and Managerial Ownership*Board Activity2.
3.3.4 Control Variables. Data were collected from the CG, annual reports and SABI database.

CEO Duality: This refers to a dummy variable that takes the value of 1 if the CEO and the
chairman of the company are the same person, and 0 otherwise (Cerbioni and Parbonetti,
2007; Li et al., 2008; Arayssi et al., 2016). This concentration of power reduces the BD
monitoring function and can lead to inefficient and opportunistic behaviour, increasing the
risk of information asymmetries (Jensen and Meckling, 1976). Empirical studies found
different results concerning the influence of duality on disclosure. Cerbioni and Parbonetti
(2007) and Allegrini and Greco (2013) found that duality has a negative association with
disclosure. Li et al. (2008) and Michelon and Parbonetti (2012) found no significant
relationship with voluntary disclosure.

Sector: This is represented by a dummy variable with the value of 1 if a company is in a
sensitive sector and 0 otherwise. Sensitive sectors are those that have greater sensitivity
towards social issues and are therefore more likely to have socially responsible information
policies (Reverte, 2015). For this reason, more HC disclosure is expected. So, consistent with
Sierra et al. (2013), sensitive sectors were considered to be “Financial Services and Real
Estate”, “Oil and Energy”, and “Technology and Telecommunications.” All other sectors
classified by the CNMV were considered non-sensitive (“Basic Materials”, “Industry and
Construction” and “Consumer Goods”).

Company Age: Several studies have considered that the age of the company could be a
determining factor when it comes to providing voluntary information (Bukh et al., 2005;
Cerbioni and Parbonetti, 2007; Michelon and Parbonetti, 2012). A more mature company
tends to be more concerned about its reputation and will therefore disclose more information
voluntarily (Cui et al., 2018). This variable represents the seniority of the company in the
market and is measured by the total operational years of the company.

Size: Company size can be a determining factor in providing voluntary information (Bukh
et al., 2005; Cerbioni and Parbonetti, 2007; Hidalgo et al., 2011; Corvino et al., 2019). As a proxy
for size, the value of market capitalization can be used (Hoitash et al., 2009; Reverte, 2009).
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Profitability: According to Haniffa and Cooke (2005) and Li et al. (2008), profitability can be
a determining factor in providing voluntary information. The ROA –return on assets – can be
used to measure profitability (Li et al., 2008).

Directive: This is a dummy variable which takes a value of 1 for years 2015 and 2016, and
0 for other years. This variable controls the influence of the 2014 EU directive on HC
disclosure, before it became mandatory for Spanish companies in 2017. It aims to determine
whether companies exhibited a greater degree of HC disclosure as a result of the directive,
prior to the mandatory disclosure policy which took effect in 2017.

3.4 Research model
To test the hypotheses, this study used a balanced panel data regression method to
examine the moderating role of managerial ownership, as well as the relationship between
HC disclosure and the BD’s structure, composition and functioning. Panel data permitted
the control of unobserved individual and/or time-specific heterogeneity, correlated with
explanatory variables (Baltagi, 2014). By combining time-series and cross-sectional data,
unobservable individual-specific effects were likewise controlled. According to Michelon
and Parbonetti (2012) and Arayssi et al. (2016) some of the limitations found in previous
research were a consequence of not considering the existence of endogeneity in the
relationships between voluntary disclosure and the mechanisms of CG. To solve the
endogeneity issue according to the findings of Arayssi et al. (2016), several dynamic panel
data models were estimated using the system generalized method of moments (system-
GMM) estimator [7]. According to Wintoki et al. (2012), an important feature of this method
is that it relies on a set of “internal” instruments [8] contained in the panel itself: past values
of CG mechanisms and HC disclosure can be used as instruments for current realizations of
CG. This estimator combines, in a system, the equation in first differences with the same
equation expressed in levels. System GMM relies on instruments in the form of lagged
levels of the dependent and the independent variables (for the equations in first differences)
and lagged differences (for the equations in levels).

In order to examine the relationship between HC disclosure and a BD’s structure,
composition and functioning, two models were proposed as follows:

HCit ¼ β1HCit�1 þ β2Independentit�2 þ β3Genderit�1 þ β4Activityit�1 þ β5Dualityit�1

þ β6Industryit þ β7Ageit þ β8Sizeit þ β9Profitabilityit�2 þ β10Directiveit þ νit (1)

HCit ¼ β1HCit�1 þ β2Independentit�2 þ β3Genderit�1 þ β4Activityit�1 þ β5Activity
2
it�1

þ β6Dualityit�1 þ β7Industryit þ β8Ageit þ β9Sizeit þ β10Profitabilityit�2

þ β11Directiveit þ νit (2)

To investigate the moderate role of managerial ownership, model (3) examined the
moderating effect on the relationship between a BD’s structure, composition and HC
disclosure.

HCit ¼ β1HCit�1 þ β2Independentit�2 þ β3Genderit�1 þ β4Activityit�1 þ β5Ownershipit

þ β6Ownershipit*Independentit�2 þ β7Ownershipit*Genderit�1

þ β8Ownershipit*Activityit�1 þ β9Dualityit�1 þ β10Industryit þ β11Ageit þ β12Sizeit

þ β13Profitabilityit�2 þ β14Directiveit þ νit

(3)
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Finally, the confirmatory model of the hypotheses was as follows:

HCit ¼ β1HCit�1 þ β2Independentit�2 þ β3Genderit�1 þ β4Activityit�1 þ β5Activity
2
it�1

þ β6Ownershipit þ β7Ownershipit*Independentit�2 þ β8Ownershipit*Genderit�1

þ β9Dualityit�1 þ β10Industryit þ β11Ageit þ β12Sizeit þ β13Profitabilityit�2

þ β14Directiveit þ νit

(4)

where: β1, . . .,β11 are the estimable parameter vectors; i 5 1, . . ., 21; t 5 2007, . . ..., 2016;
νit 5 μi þ δt þ εI; μi represents the unobservable company-specific effect; δt represents the
unobservable specific time effect (common to all companies); εit is the remainder stochastic
disturbance term in the dynamic model.

In order to limit small-sample problems, the number of lags was limited to one or two
periods for the difference equations and used a collapsed instrument matrix to avoid
problems arising from the presence of excessive instruments. Robust standard errors were
estimated using the two-step approach with theWindmeijer (2005) small sample correction in
order to avoid biased results. As an additional instrumental variable, board size [9], which
was not part of the model, was included to complement the instruments generated by the
GMM procedure. The consistency of the system-GMM required the instruments to be valid,
i.e. for there to be no correlation of the instruments with the error term and no first-order serial
correlation of the error term. The validity of the instruments was tested through a Hansen J
test to over-identify restrictions, and through anArellano-Bond test of serial correlation of the
differenced error term.

4. Results and discussion
4.1 Descriptive analysis
Table 4 shows that companies are disclosing information on HC with an average of 0.68,
suggesting a high HC score. From 2007 to 2014, HC disclosure increased by a small margin.
Therefore, it appears the Spanish Government’s initiative concerning companies’ SR had a
slight influence on the practices of HC disclosure. From 2014 onwards, data show a higher
increase in HC disclosure. This suggests that, with the approval of the 2014/95/EU Directive,
companies started increasing the level of HC disclosure. By voluntarily adding new
information to corporate reports, they anticipated the changes required by the new Directive,
which would become mandatory in 2017. This behaviour shows that the new
recommendations and requirements for non-financial reporting as external mechanisms
(e.g. from Parliament, Government, EU, non-governmental organizations) may help
managers align with stakeholders’ interests, in anticipation of the future mandatory
regulations.

Companies are revealing more information about HC as a means of reducing conflicts of
interest with stakeholders. Additionally, they are adopting a more responsible attitude
towards stakeholders, disclosing on resources that create long-term sustainable competition.
Table 4 suggests that companies give more importance to the training and development
dimension, with an average of 0.82 over the studied period. Previous studies, like Jindal and
Kumar (2012), found this dimension to be the most revealing. The second most important
dimension is the employees, with an average of 0.75. This suggests that employee-related
issues are companies’ key factors which help satisfy stakeholders’ demand for more
responsible behaviour concerning HC. However, the less disclosed dimension, with an
average of 0.31, is work-related knowledge. This score suggests that aspects related to the
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stock of knowledge and employees’ capacities are less disclosed. It seems that companies are
more reluctant to disclose information about the capabilities, experience, talent and potential
of their employees. A possible explanation could be that companies consider HC their most
valuable resource as a value driver (�Alvarez-Dom�ınguez, 2012). Additionally, retaining
information about HC could be a protection against competitors and ‘head hunters’who could
use this information to attract the most highly-skilled employees.

Table 5 presents the descriptive statistics of independent and control variables. To avoid
the influence of outliers, the continuous variables of age, size and profitability are winsorized
at the top and bottom 5% percentiles of their distribution. Panel A exhibits the continuous

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
2007–
2016

Human capital
Mean 0.62 0.64 0.63 0.63 0.65 0.66 0.68 0.70 0.76 0.82 0.68
Standard
deviation

0.16 0.10 0.15 0.15 0.09 0.11 0.10 0.10 0.10 0.09 0.13

Max 0.88 0.83 0.83 0.83 0.83 0.83 0.83 0.88 0.92 0.96 0.96
Min 0.25 0.46 0.21 0.21 0.46 0.46 0.50 0.50 0.54 0.63 0.21

Employees
Mean 0.67 0.70 0.68 0.71 0.72 0.73 0.75 0.78 0.84 0.90 0.75
Standard
deviation

0.19 0.13 0.16 0.10 0.11 0.12 0.10 0.11 0.09 0.09 0.14

Max 1 1 1 0.91 0.91 0.91 0.91 1 1 1 1
Min 0.18 0.45 0.27 0.55 0.45 0.45 0.45 0.45 0.55 0.64 0.18

Education
Mean 0.67 0.62 0.64 0.67 0.67 0.69 0.67 0.67 0.69 0.74 0.67
Standard
deviation

0.29 0.22 0.23 0.24 0.24 0.25 0.24 0.24 0.25 0.26 0.24

Max 1 1 1 1 1 1 1 1 1 1 1
Min 0 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0

Training and development
Mean 0.77 0.80 0.77 0.79 0.79 0.81 0.83 0.84 0.90 0.94 0.82
Standard
deviation

0.17 0.13 0.19 0.21 0.19 0.19 0.19 0.19 0.17 0.11 0.18

Max 1 1 1 1 1 1 1 1 1 1 1
Min 0.50 0.67 0.17 0.17 0.33 0.33 0.33 0.33 0.33 0.67 0.17

Work-related knowledge
Mean 0.29 0.30 0.32 0.27 0.25 0.25 0.24 0.29 0.38 0.54 0.31
Standard
deviation

0.19 0.21 0.22 0.20 0.21 0.21 0.24 0.24 0.29 0.22 0.24

Max 0.67 0.67 0.67 0.67 0.67 0.67 0.67 0.67 0.67 1 1
Min 0 0 0 0 0 0 0 0 0 0 0

Entrepreneurial spirit
Mean 0.36 0.38 0.38 0.33 0.41 0.43 0.52 0.52 0.52 0.57 0.44
Standard
deviation

0.42 0.42 0.42 0.43 0.46 0.46 0.46 0.46 0.46 0.46 0.44

Max 1 1 1 1 1 1 1 1 1 1 1
Min 0 0 0 0 0 0 0 0 0 0 0
N
(Observations)

21 21 21 21 21 21 21 21 21 21 210

Table 4.
Descriptive statistics
for the human capital

and sub-indexes
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variables. It shows that BD independence had no substantial change. The percentage of
independent directors shows similar values over the years, with an average of 46%. This is in
line with the recommendation of the Unified Code of Good CG (CNMV, 2006, 2015), which
required more independent members in the BD. Concerning gender diversity, there was a
moderate increase over the years. In 2007, female directors made up only 6% of the BD, while
by 2016 this percentage had risen to 21%. This increasemay be associated with the adoption,
of the Gender Equality Law in 2007. However, some companies did not incorporate women in
the BD (minimum value equal to zero) until 2014. In Spain, the inclusion of women was
recommended as a means for accomplishing the BD’s objectives (CNMV, 2015, 2006).
Regarding the BD’s activity, data show it has maintained the same number of meetings over
time, with an average of 11 meetings per year, at least once a month. The Code of CG does not
establish a limit on the number of meetings, but recommends regular meetings to carry out
functions effectively in the BD (CNMV, 2015, 2006). The mean percentage of shares held by
managerial ownership in the companies is 12%. This is not an excessively high percentage.
Although there are companies where the maximum percentage of shares in their possession
is 80%, in others, the managers have no ownership of company shares. For instance, Eng and
Mak (2003) obtain a mean of 14% for Singapore, and Bukh et al. (2005) report a mean of
22.75% for Denmark.

The average age of companies is 67 years, although there is a wide dispersion over the
average (42.5 years), with a maximum value of 155 years and a minimum value of 19 years.
The average size of the companies (measured by the capitalization value) is 17.913, and the
average profitability is 3.47.

Panel B presents information on the dummy variables and shows that CEO’s duality along
the period represents 77%of the companies. There is only separation between the functions of
chairman and CEO in 23% of companies. Changes in the Code of CG recommended the
reduction of duality (CNMV, 2015), since it may jeopardize the functions of control and
supervision of the BD (Li et al., 2008). These changes are expected to affect companies’
voluntary disclosure policy. Concerning the sector variable, 62% of companies belong to
sensitive sectors. In respect to the directive variable, 20% of the years under study correspond
to the years after the approval of the EU directive of 2014 (years 2015 and 2016).

4.2 Multivariate analysis
Table 6 shows the results of system-GMM estimation for models (1) to (4). In order to support
the research models’ correct specification and robustness, a variety of tests were performed
on the four models: (1) the number of instruments (13, 14, 17 and 17, respectively) is lower
than the number of groups (21 for all models); (2) the F-test shows that the overall regression
is significant (F(10, 21) 5 909.59, p-value 5 0.000; F(11, 21) 5 1000.65, p-value 5 0.000;
F(14, 21) 5 1617.19, p-value 5 0.000; F(14, 21) 5 922.49, p-value 5 0.000; respectively); (3) the
Arellano–Bond AR(1) test identifies high autocorrelation of the first order (AR(1) 5 �2.88,
p-value5 0.004;AR(1)5�2.77, p-value5 0.006;AR(1)5�2.73, p-value5 0.006;AR(1)5�2.78,
p-value 5 0.005; respectively) and the Arellano–Bond AR(2) test accepts the hypothesis of
no autocorrelation of the second order (AR(2) 5 �0.58, p-value 5 0.561; AR(2) 5 �0.40,
p-value5 0.689; AR(2)5�0.42, p-value5 0.673; AR(2)5�0.19, p-value5 0.848; respectively);
(4) the Hansen tests for over-identifying restrictions confirm that the instrument set can be
considered valid (Hansen test 5 4.19, p-value 5 0.242; Hansen test 5 2.93, p-value 5 0.402;
Hansen test 5 4.59, p-value 5 0.204; Hansen test 5 5.04, p-value 5 0.169; respectively). All
models support these tests.

In all the models, results reflect that the lagged value of HC disclosure was significant at
the level of 1% (β5 0.489, p< 0.01; β5 0.464; p< 0.01; β5 0.445; p< 0.01; β5 0.395; p< 0.01;
respectively). That is, HC disclosed depends on the level that was revealed in previous years.
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Model 1 shows the linear terms of the independent variables and the effect of control
variables that remain in the subsequent models (see Table 6). This model was adopted to
empirically test hypotheses H1, H3, and H5. A negative effect is found in the relationship
between Board Independence andHCdisclosure (β5�0.224, p<0.05). Compared to previous
studies, this result was consistent with the findings of Eng and Mak (2003), Barako et al.
(2006) and Rodrigues et al. (2017). This supports the arguments of resource-based and
legitimacy theories as suggested in this study (see Section 2.2). The negative relationship
suggests a substitution effect, i.e. increased appointments of independent directors results in
lower levels of voluntary disclosure. In line with resource-based and legitimacy theories,
Spanish independent directors seem to be worse at formulating and managing corporate
affairs than executive directors. This is perhaps due to them having less internal knowledge
of the company, or because a higher number of independentmembers implies a lesser need for
legitimation toward the stakeholders. Therefore, independents directors do not have much
influence on voluntary disclosure decisions. Hence, in Spain’s case, independent directors
acting as mechanisms to mitigate agency conflicts between managers and stakeholders (Hill
and Jones, 1992) is not always the best solution. This is due to the fact that an excessive
number of independents can affect the efficiency of the BD because independents do not
exercise executive functions. These findings lend support to Hypothesis H1 (in
particular, H1b).

Gender diversity has a positive and significant relationship with disclosure (β 5 0.421,
p< 0.05). That is, a BDwithmore women provides more information on HC. A gender-diverse
board adopts more socially responsible methods and increases HC disclosure, reducing
information asymmetry and mitigating agency problems for all stakeholders. This finding
confirms that women tend to encourage more responsible behaviours concerning voluntary
disclosure of information (Prado-Lorenzo and Garcia-Sanchez, 2010) and, according to the
stakeholder-agency theory, they act as a complementary mechanism which influences
disclosure. According to resource-based and legitimacy theories, gender diversity gives the
board a range of competencies that positively influence a BD’s decisions concerning
disclosure policies, increasing the moral legitimacy of society. This result is consistent with
the finding of Bear et al. (2010), Ferrero-Ferrero et al. (2015) and Rao andTilt (2016). Therefore,
H3 is accepted.

BD activity has a positive and significant relationship with disclosure (β5 0.072, p< 0.01).
That is, an active BD with frequent meetings has greater interest in HC disclosure, since it
allows the directors to sharemore information and viewpoints in order to ensure legitimacy to
all stakeholders. These results are in line with those obtained by Allegrini and Greco (2013)
and Frias-Aceituno et al. (2013). This finding supports hypothesis five (H5). In summary,
Model 1 supports H1, H3 and H5.

Model 2 incorporates the quadratic term of the BD activity variable alongwith the effect of
the rest of the variables already incorporated in Model 1 (see Table 6). This model was
adopted to examine the non-linear relationship between Board Activity and HC disclosure
(H6). Model 2 indicates that the coefficients of the activity and the activity2 variables are
positive and negative, respectively (β 5 0.094, p < 0.1; β 5 �0.225; p < 0.05; respectively).
This shows the existence of a quadratic inverseU-shaped relationship between the activity of
the BD and HC disclosure. This result suggests that there is a maximum level of BD activity,
above which there is a decline in the voluntary disclosure of HC. This supports the argument
that the optimal number of BD meetings lies somewhere in the middle. This finding is
confirmed by the fact that the agency-stakeholders, legitimacy and resource-based theories
claim that higher BD activity is likely to increase levels of disclosure and keep stakeholders
informed of their efforts (Allegrini and Greco, 2013; Frias-Aceituno et al., 2013); however,
routine tasks constitute a large part of the BD’s time, and more meetings do not necessarily
imply increased BD effectiveness for monitoring and controlling. Hence, the sixth hypothesis
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(H6) is accepted. In the same way as in Model 1, the hypothesis H1 (β5�0.295, p < 0.01) and
hypothesis H3 (β 5 0.527; p < 0.05) were also confirmed, although the significance of the
variables is increased. In summary, Model 2 supports H1, H3 and H6.

Model 3 was designed to analyse the moderating role of managerial ownership (see
Table 6). This model provides the results concerning the moderating effect of managerial
ownership on the relationship between the independent variables and HC disclosure (H2, H4
and H7). The results obtained show the same effect of Board Independence on HC disclosure
as in the previousModel 1 andModel 2, regarding sign (β5�0.212, p< 0.01), which supports
the negative influence of Board Independence on HC disclosure. However, the interaction of
this variable with managerial ownership does not support these results. The Managerial
Ownership*Board Independence variable has a positive and significant effect on HC
disclosure (β 5 1.355, p < 0.01). Thus, managerial ownership expects independent members
to ensure HC disclosure. It can be observed that independent directors of BD’s in companies
with little or no managerial ownership have a negative impact on HC disclosure (coef.
Independent board 5 �0.212), while those who serve on boards with high managerial
ownership have a major positive and significant impact on HC disclosure (coef. Independent
board þ coef. managerial ownership*independent board 5 �0.212 þ 1.355 5 1.134). This
result supports the complementary effect of both CG mechanisms on HC disclosure. These
findings support H2. Moreover, this model shows how managerial ownership negatively
moderates the relationship between gender diversity and HC disclosure. (β 5 �2.627,
p < 0.05). So, management ownership does not expect gender diversity to ensure HC
disclosure. Additionally, gender diversity of BD’s in companies with little or no managerial
ownership has a positive impact on HC disclosure (coef. Diversity gender 5 0.351), while
gender-diverse BD’s with high managerial ownership have a major negative and significant
impact on HC disclosure (coef. Diversity gender þ coef. managerial ownership*diversity
gender 5 0.351 – 2.627 5 �2.276). This result supports the substitute effect of both CG
mechanisms onHC disclosure. These findings support Hypothesis 4 (H4). In addition, Model 3
also provides the results of managerial ownership’s moderating effect between BD activity
and HC disclosure. However, there is a non-significant moderating effect of managerial
ownership on BD activity and HC disclosure. Therefore, Hypothesis H7 is not confirmed. In
summary, Model 3 supports H2 and H4 and rejects H7.

Finally, in order to give robustness to the results, Model 4 confirms all of the findings
mentioned above, improving the significance of the analysed variables. InModel 4, the results
show that the Managerial Ownership*Board Independence variable has a positive and
significant effect on HC disclosure (β 5 1.435, p < 0.01). It can be observed that independent
directors of BD’s in companies with little or no managerial ownership have a negative impact
on HC disclosure (coef. Independent board5�0.269), while those who work in environments
with high managerial ownership have a major positive and significative impact on HC
disclosure (coef. Independent board þ coef. managerial ownership*independent board
5�0.269þ 1.4355 1.166). Also, theManagerial Ownership*Gender Diversity variable has a
negative and significant effect on HC disclosure (β5�2.911, p < 0.01). Additionally, gender
diversity of BD’s in companieswith little or nomanagerial ownership has a positive impact on
HC disclosure (coef. Diversity gender 5 0.391), while gender diversity in combination with
high managerial ownership has a major negative and significative impact on HC disclosure
(coef. Diversity gender þ coef. managerial ownership*diversity gender 5 0.391–2.911
5�2.52). This model also indicates that the coefficients of the activity and activity2variables
are positive and negative, respectively (β5 0.076, p< 0.1; β5�0.194; p< 0.05; respectively).
This shows the existence of a quadratic inverse U-shaped relationship between the activity
of the BD and HC disclosure. Therefore, all the hypotheses formulated are confirmed
except hypothesis six (H6) regarding the moderating role of managerial ownership on board
activity.
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Regarding the control variables, the results were similar acrossModels (1) to (4). However,
it is necessary to point out the significant and positive relationship of the size and directive
variables on HC disclosure in all models. This may mean that the largest companies – those
with a higher value of market capitalization – send signals to the market and to stakeholders
through HC disclosure, with the goal of enhancing their market capitalization value. This is
consistentwith the results of Bukh et al. (2005), Hidalgo et al. (2011); Rodrigues et al. (2017) and
Corvino et al., (2019). In addition, the approval of the 2014 EU directive has had a very
significant impact (with a significance level of 1%). Starting in 2014, the companies in the
sample began voluntarily disclosing more information about HC. Perhaps these companies
were preparing to accommodate the upcoming legal obligation to reveal HC information,
which occurred in 2017 by Spain’s transposition of the 2014 EU Directive. However, CEO’s
duality, age and profitability were not significant. The rest of the control variables was not
affected, apart from a few exceptions such as the duality and profitability variables, which
were only significant in Models 2 and 1, respectively.

5. Conclusions
Extant literature studies HC disclosure using two separate approaches in isolation: IC
disclosure and SR disclosure. This research extends on and contributes to the current
literature on HC disclosure by proposing, developing and applying a more comprehensive
and complete framework for coding information on HC. It accomplishes this by combining
both perspectives in order to improve the understanding of corporate disclosure strategies
about HC. This framework is used to explore and analyse the content of HC disclosure policy
in SR or integrated reports in Spanish companies from 2007 to 2016. Based on the
stakeholder-agency theory, legitimacy and resource-based theories, disclosing HC
information that was “previously secret or unknown” allows companies to provide useful
information to stakeholders for investment and non-investment decisions making, to develop
and enhance their corporate image and to gain or maintain legitimacy with powerful
stakeholders.

In addition, since disclosure policies emanate from the BD, HC disclosure is a function of
the board. Therefore, the role of the BD on HC disclosure has been studied and analysed.
According to the stakeholder-agency, legitimacy and resource-based theories, companies
must choose between improving CG mechanisms – such as the BD or ownership structure –
or increasing the level of information disclosed. They must also make decisions focused on
serving both the interests of shareholders and other stakeholders, contributing to the
company’s reputation, expanding the company’s business contacts and giving strategic
advice. Furthermore, to better understand the role of internal CG mechanisms on HC
disclosure, the moderating effect that managerial ownership could have on the relationship
between the BD and HC disclosure was studied. In order to analyse this, a system-GMM
estimator was used in order to address the concerns of endogeneity and heteroscedasticity.

In the case of Spain – a country characterized by its commitment to sustainability and the
development of voluntary initiatives aimed at disclosing social and intangible information –
the findings of this research indicate an increase in HC disclosure since 2014. This suggests
that Spanish companies chose to adapt to the new EU regulation, which would become
mandatory starting in 2017. One the one hand, this increase shows that companies are
committed to maintaining responsible attitudes towards their HC. It confirms that companies
are attempting to legitimize their behaviour towards stakeholders and reduce information
asymmetries. On the other hand, information concerning work-related knowledge aspects
was the least disclosed. Perhaps companies are more reluctant to disclose information
concerning the stock of knowledge, because this information pertains to such a critical
resource for competitive advantage, and could potentially be used by a company’s
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competitors. The results show the need to develop a more comprehensive framework for HC
disclosure, which considers the stock of knowledge and capabilities of employees, as well as
the responsible human resources management practices implemented within the company.

Moreover, internal CG mechanisms influence HC disclosure. The results show that the
BD’s composition and functioning are mechanisms of supervision, control and legitimacy
that promote HC disclosure, with managerial ownership acting as a moderator. In the case of
Spanish companies, CG systems are characterized by ownership concentration and a unitary
board structure. Hence, the role of the BD andmanagerial ownership are crucial to protecting
the interests of all stakeholders.

Thus, the findings indicate that independent directors do not have much influence on
voluntary disclosure decisions. It can be concluded that BD independence and HC disclosure
serve as substitute mechanisms. However, managerial ownership – together with
independent directorship –plays a moderating role, ensuring a higher level of disclosure
on HC information. The findings also indicate that female directors have a more favourable
attitude towards increasing HC disclosure. However, managerial ownership negatively
moderates the relationship between gender diversity and HC disclosure. This means that
managerial ownership and gender diversity have a substitution effect on HC disclosure. Data
suggests that after reaching the maximum amount of BD meetings, additional board
meetings significantly reduce levels of disclosure. More meetings do not necessarily imply
increased BD effectiveness for monitoring, controlling and keeping stakeholders informed,
since future disclosures either remain consistent or build upon prior years’ disclosures.
Nonetheless, managerial ownership does not act as a moderator of the relationship between
BD activity and HC disclosure. In addition, a significant relationship was found between HC
disclosure and size, directive, duality and profitability. There is no significant relationship
with age and sector.

5.1 Study contributions
This study contributes to the literature on HC disclosure in several areas. It introduces a
broader conception of HC information, considering aspects of both IC and SR approaches.
This may contribute to the enhancement of the stakeholders’ decision-making process
concerning investment, employment, consumption, management and regulatory issues. A
broader conception of HC could be helpful, even for competitors, in order to increase
awareness about the knowledge stock which generates competitive advantages. The results
shed light on the relationship between voluntary HC disclosure and the BD members,
specifically in an environment characterized by the active participation of BDmembers in the
decision-making process concerning social strategies. In the same way, the findings
contribute to the study of the moderating role of managerial ownership in the relationship
between the BD and HC disclosure. The study reveals how companies responded to pressure
from the political actors (Parliament, Government and EU institutions) to promote socially
responsible practices by encouraging voluntary HC disclosure prior to Spain’s mandatory
implementation of the 2014/95/EU Directive. Finally, this paper contributes to the literature
by analysing some dynamic models for panel data, based on the system-GMM estimator that
is consistent and robust enough to correct problems of endogeneity.

5.2 Study implications
In terms of practical, social, political and theoretical implications, the results could be of
interest for companies and stakeholders such as shareholders, employees, managers,
policymakers and regulators, academics and society at large.

For professionals, there is potential for the adoption and adaptation of the proposed
framework to explain HC disclosure in a way that suits their needs and those of the
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stakeholders. The study provides guidelines for how to promote and implement CG
mechanisms in order to enhance HC disclosure. Accordingly, managers could focus on
specific CG mechanisms such as independence, gender diversity, activity of the BD and
managerial ownership when developing companies’ strategies and objectives related to HC
disclosure. HC disclosure could also be used as a motivating factor, helping to attract and
retain talented employees since it signals the importance of existing employees as intangible
resources. Moreover, HC disclosure could act as a demonstration of a company’s contribution
to society through a socially responsible business culture and ethical standards on human
rights conditions. Finally, an increase in readily available information on companies’
responsible HC practices could potentially strengthen the relationship between employees,
unions and the government. Such a shift would be beneficial for society as a whole.

For governments, it would be useful for decision-makers to propose changes in CG codes.
Regulatory processes could be designed to incorporate protection mechanisms for interest
groups other than shareholders, in order to increase companies’ HC disclosure. Finally, the
findings suggest that independent members do not play a major role in CG to increase HC
disclosure. In addition, the results call into question the necessity of emphasizing managerial
ownership on the board in CG codes at the national or international level. It also suggests that
non-mandatory recommendations would not have the same effect as mandatory
recommendations in terms of companies’ disclosure policies. For academics, our findings
offer a new perspective regarding the CGmechanisms that may influence HC disclosure, and
open a new door for those who want to analyse these relationships in other environments.

5.3 Limitations and future researches
The study should be interpreted carefully since there are some limitations that need to be
addressed in future research. For example, the sample size proved to be a limiting factor, and
it would be advantageous to increase the size of the sample by including companies that
belong to the Ibex35 in each of the years under analysis (unbalanced data). The sample could
also include companies that are not a part of the IBEX35, as well as those that are in the stock
market. A second limitation is the use of an unweighted index to analyse HC disclosure.
Future research could use a weighted index based on the managers’ opinion about the
relevance of the items which are part of it or elaborate an index that considers the
information’s quality and detail. This study also does not analyse to what extent managers
are manipulating and adopting an opportunistic strategy concerning HC disclosure, in order
to project a positive image of the company. This is another limitation of this research.

Future studies could draw from the literature about impression management that focuses
on the disclosure tone. These studies could reveal the companies’ information manipulation
and use other means of disclosure, such as the companies’ web pages. Finally, further
research could consider other variables which influence HC disclosure.

Notes

1. In Spain, the annual financial statements are: balance sheet, profit and loss account, statement of
changes in net patrimony, current flow statement and the explanatory notes that are called
“memory”.

2. There are 26 companies listed on the Ibex35 over the years under study. In five companies, it was
impossible to obtain the corporate responsibility or integrated annual reports for the 10 years of
study. The information is available for a total of 21 companies from 2007 to 2016.

3. During the firstmonths of 2018, most of the companies in the sample had not yet disclosed SR reports
or the integrated reports of 2017.

4. The analysed reports have been prepared according to GRI guidelines.
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5. During the analysed period, several companies introduced the integrated reporting, i.e. they
aggregated the annual report with the SR report. While a combined report is not an integrated report
prepared according to the International Integrated Reporting Framework, it was repeatedly
denominated as such by companies.

6. The analysed reports included the three possible alternatives discussed above.

7. Initially, a fixed- or random-effects estimator could be used to estimate the six models, but the errors
had to be conditionally homoscedastic and not serially correlated. Therefore, the models were first
tested to detect the existence of heteroscedasticity and serial correlation problems using the
Breusch–Pagan test and the Wooldridge test, respectively. The p-values obtained for each test were
0.0000, which meant that they must reject the null hypotheses of homoscedastic errors and no
serially correlated errors. Another problem, namely endogeneity, could appear in the models
(Hermalin and Weisbach, 2003; Michelon and Parbonetti, 2012; Arayssi et al., 2016). The system-
GMM estimator can solve endogeneity (for more details on this estimator, see Roodman (2009)).

8. As recommended by Roodman (2009), in order to reduce the instruments, variables which are
endogenous or are considered to be predetermined should have their lags used as instruments. In
order to limit the instruments, lags of 1 or 2 for the equations in differences have been used for these
variables. The option to “collapse” was used to reduce the instruments. Exogenous variables have
been instrumented in differences and levels.

9. Board size has a significant influence on the efficiency, effectiveness and supervision ofmanagement
(Hidalgo et al., 2011). It is defined as the number of directors on a board.
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