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Human Capital Management (HCM) is rapidly emerging as an important topic for
companies to discuss with their shareholders. HCM is broadly defined as including
employee development and engagement, hiring and retention, health and safety,
labor relations and practices, diversity and inclusion, gender and racial equality,
equal employment opportunity, and supply chain labor standards.
Companies currently document financial capital within their annual and quarterly
reports. In contrast, information about human capital is hard to find—especially in
proxies. Although HCM disclosure is largely unregulated right now, demands from
a cadre of influential voices—including some of the largest institutional investors—
are prompting companies to disclose their HCM approach and practices. Investor
interest is driven in part by concerns over societal challenges and a growing belief
that corporations have a role and responsibility in addressing them. However, another
reason for investor interest is the proven link between effective HCM strategies and
strong financial results.
For example, BlackRock argues that in today’s tight labor markets, investors want
“companies [to] explain as part of their corporate strategy how they establish
themselves as the employer of choice for the workers on whom they depend.”1
Similarly, BlackRock argues that “[p]roduct quality and reputation can suffer when
employees are not fully engaged and supportive of the company, its business and
goals.” Investors who don’t understand how companies recruit, train, develop, and
retain their employees, are missing important information.
Of the S&P 250 proxies we reviewed:

81

companies included
HCM

37%

list HCM as a board skill or
experience

30%

discuss HCM with their
shareholders during
engagement
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WHY IS HCM IMPORTANT FOR YOU?
The intense competition for talent, skilled labor
shortages and the impact of technology on labor
markets are putting a spotlight on the relationship
between the quality of a company’s HCM strategy
and its performance.
On July 6, 2017, the Human Capital Management
Coalition (HCMC), a cooperative effort of 26
institutional investors representing over $3 trillion
in assets, petitioned the SEC for rulemaking
seeking more disclosure about companies’2 HCM
policies, practices and performance. This was
just the beginning. Since then, joining the call for
more attention and disclosure are special interest
groups and investors. The Embankment Project for
Inclusive Capitalism (EPIC), a project intended “to

identify and create new metrics to measure and
demonstrate long-term value to financial markets”
by the Coalition for Inclusive Capitalism and Ernst
& Young, claiming to represent more than $30
trillion of assets under management, joined the
same call. 3 In its 2018 report, EPIC identified
“talent” as one of the four key “factors that define
long-term value” for which company disclosure
of consistent and comparable metrics are most
needed (The other three were innovation and
consumer trends, society and the environment,
and corporate governance). Similarily, BlackRock,
in its Stewardship Engagement Priorities 2019,
calls robust HCM “a competitive advantage” and
“a factor in business continuity and success.”4

FIRST REPORTS
In response to these pressures, a number of
companies have taken steps to voluntarily disclose
their approach to ensuring the diverse, engaged
pool of human capital required to create value
and achieve company growth objectives.
To examine this trend more closely, Labrador
surveyed the proxy statements of S&P’s top 250
companies (in terms of market cap). Although
81 companies mentioned human capital

management, only 12 companies indicated that
they had integrated HCM into their analysis
for performance-based compensation. (See
additional detail below).
In addition, some companies are addressing
HCM, as demontrated through their actions,
compensation practices and the development of
meaningful metrics. Examples include:

Example 1:

Our short-term annual
incentive program will
include assessment
of the following key
integration execution
metrics: Near-term
pipeline delivery
milestones, Human
capital management,
and Synergy savings.

Source: BristolMyersSquibb (page 37)
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Example 2:
Human Capital
Engagement - Gained
insight at each regular
Committee meeting
about key talent...
specific human
resources initiatives and
actions on diversity and
inclusion, culture and
employee attraction,
engagement and
retention.
Source: Southern Company (page 43)

LINK TO THE BOARD
Fewer than half of the companies surveyed have identified specific top-level ownership for HCM.

45%

identify HCM as a risk that is
overseen by a committee or
the full board

37%

list HCM as a board skill or
experience

Some companies refer to HCM as a general experience, while others include it as a specific skill or
expertise they value in board members.
Labrador Tip: If human capital management or talent development is defined within the skills
matrix, the biographies of directors who are shown to have this skill should explain how they
got their experience.
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LINK TO GOVERNANCE
Fewer than one-third of the companies surveyed communicate on HCM with shareholders or as part of
their ESG communications.

30%

discuss HCM with their
shareholders during
engagement

28%

of companies include HCM
within an ESG section

While most of the 81 companies are discussing human capital with their shareholders or explaining the
importance of the board’s role in overseeing such risk, some companies have dedicated sections in the
proxy statement to human capital management. These sections vary in detail, but most at least discuss
succession planning, workforce diversity and how the board oversees company culture.
Labrador Tip: At a minimum, begin by explaining how you define HCM and why it’s important
to your company. Most importantly, explain how the board works with management to oversee
culture, employee satisfaction and retention.
Example 1:

“Given the highly
technical nature of our
business, our success
depends on our ability
to attract and retain
talented and skilled
employees to create
the technology of the
future and delight our
customers.”

Source: Intel (page 42)
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Example 2:
“We continue to develop
and implement a core and
common performance
management experience for
team members…to make our
policies and processes more
consistent, strengthen the
role of Human Resources as a
control function, and improve
the tools and resources used
by managers to coach team
members and manage their
performance.”
Source: Wells Fargo (page 70)

Example 3:
“The Board believes that
human capital management
and succession planning,
including diversity and
inclusion initiatives are
important to the company’s
success. Our Board’s
involvement in leadership
development and succession
planning is ongoing, and
the Board provides input on
important decisions in each of
these areas.”
Source: GE (page 23)
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LINK TO COMPENSATION
Other companies use human capital as one of the individual or strategic measures within the incentivebased compensation program. At the executive level, human capital should be considered an important
performance indicator. Of the companies including HCM in the compensation program, most are tying
HCM to the short-term incentive plan.
Labrador Tip: Companies should consider incorporating HCM into the individual performance
metrics for their short-term incentive plans. The executive team–especially the CEO–plays an
integral part in company culture.
Example 1:
Key Factors for
2018 Compensation
Decisions: Human
Capital Management
Source: Regeneron (page 65)

Example 2:

Includes as strategic
objectives for
determining target
financial performance
goals “[c]ontinue
focus on human capital
by improving the
percentage of female
executives and diverse
minority executives.”

Source: ADP (page 46)
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Example 3:

The company has
provided enhanced
disclosure of Human
Capital metrics in
its incentive plan in
response to shareholder
interest in the role HCM
plays (page 45)

Source: American Express (page 52)

CONCLUSION
In 2019, shareholder proposals relating to social topics increased at a quicker rate than environmental
proposals. To date, 141 proposals on social topics went to vote, of which nine passed with over 50%
support.5 With proxy season approaching, we suggest weaving in HCM into the proxy in order to address
those concerns before they turn into shareholder proposals.
For a start, consider explaining how your board is actively involved in HCM through its committees and
engagement with management. Within the ESG or HCM section of the proxy, explain the ways in which
you continue to invest in your workforce through informal and formal training programs. Also include
key figures, highlighting workforce diversity, gender pay equity, and employee retention, for example.
Finally, if your annual incentive program includes individual performance as part of the performance
mix, be sure to explain how the NEO has contributed to workforce diversity and employee retention
within the organization.
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METHODOLOGY
We reviewed the S&P 250 of the largest U.S. publicly listed on the NYSE or Nasdaq. We derived the data
in this study from each company’s proxy statement, filed between September 1, 2018 and August 15,
2019. The following bolded companies included human capital management in their proxy statement.
3M

Becton Dickinson

Digital Realty Trust

Abbott Laboratories

Berkshire Hathaway

Discover Financial

AbbVie

Biogen

Dollar General

Accenture

BlackRock

Dollar Tree

Activision Blizzard

Boeing

Dominion Energy

Adobe

Booking Holdings

DowDuPont

Advanced Micro Devices

Boston Properties

DTE Energy

Aflac

Boston Scientific

Duke Energy

Agilent Technologies

Bristol-Myers Squibb

Eaton

Air Products and Chemicals

Broadcom

eBay

Alexion Pharmaceuticals

Capital One Financial

Ecolab

Allergan

Carnival

Edison International

Allstate

Caterpillar

Edwards Lifesciences

Alphabet

Centene

Electronic Arts

Altria Group

Charles Schwab

Eli Lilly

Amazon.com

Charter Communications

Emerson Electric

American Electric Power

Chevron

EOG Resources

American Express

Chubb Limited

Equinix

American International Group

Cigna

Equity Residential

American Tower

Cisco Systems

Estee Lauder

Amgen

Citigroup

Eversource Energy

Amphenol

CME Group

Exelon

Anadarko Petroleum

Coca-Cola

Exxon Mobil

Analog Devices

Cognizant Technology

Facebook

Anthem

Colgate-Palmolive

FedEx

Aon plc

Comcast

Fidelity National

Apple

Concho Resources

Fiserv

Applied Materials

ConocoPhillips

Ford Motor

Aptiv PLC

Consolidated Edison

Fortive Corp.

Archer-Daniels-Midland

Constellation Brands

General Dynamics

AT&T

Corning

General Electric

Autodesk

Costco Wholesale

General Mills

Automatic Data Processing

Crown Castle

General Motors

AutoZone

CSX Corporation

Gilead Sciences

AvalonBay Communities

Cummins

Global Payments

Bank of America

CVS Health

Goldman Sachs

Bank of New York Mellon

Danaher

Halliburton

Baxter International

Deere

HCA Healthcare

BB&T

Delta

Hewlett Packard Enterprise
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Hilton Worldwide

NIKE

Starbucks

Home Depot

Norfolk Southern

State Street

Honeywell

Northern Trust

Stryker

HP

Northrop Grumman

SunTrust Banks

Humana

NVIDIA Corporation

Synchrony Financial

IBM

O’Reilly Automotive

Sysco

Illinois Tool Works

Occidental Petroleum

T-Mobile

Illumina

ONEOK

T. Rowe Price

Ingersoll-Rand

Oracle

Target

Intel

PACCAR

TE Connectivity

Intercontinental Exchange

Parker-Hannifin

Texas Instruments

Intuit

Paychex

Thermo Fisher Scientific

Intuitive Surgical

PayPal

TJX

IQVIA Holdings

PepsiCo

TransDigm Group

Johnson & Johnson

Pfizer

Travelers Companies

Johnson Controls

Philip Morris

Twitter Inc.

JPMorgan Chase

Phillips 66

U.S. Bancorp

Kimberly-Clark

Pioneer Natural Resources

Union Pacific

Kinder Morgan

PNC Financial Services

United Parcel Service

Lam Research

PPG Industries

United Technologies

Linde plc

PPL

UnitedHealth Group

Lockheed Martin

Procter & Gamble

V.F. Corporation

Lowe’s Companies

Progressive

Valero Energy

LyondellBasell

Prologis

Ventas

M&T Bank

Prudential Financial

Verisk Analytics

Marathon Petroleum

Public Service Enterprise Group

Verizon Communications

Marriott International

Public Storage

Vertex Pharmaceuticals

Marsh & McLennan

QUALCOMM

Visa

Mastercard

Raytheon

Walgreens Boots Alliance

McDonald’s

Realty Income

Walmart

McKesson

Red Hat

Walt Disney

Medtronic

Regeneron Pharmaceuticals

Waste Management

Merck

Rockwell Automation

WEC Energy Group

MetLife

Roper Technologies

Wells Fargo

Microchip Technology

Ross Stores

Welltower

Micron Technology

S&P Global

Williams Companies

Microsoft

salesforce.com

Willis Towers Watson

Mondelez International

SBA Communications

Xcel Energy

Monster Beverage

Schlumberger

Xilinx

Moody’s

Sempra Energy

Yum! Brands

Morgan Stanley

Sherwin-Williams

Zimmer Biomet

Motorola Solutions

Simon Property

Zoetis

Netflix

Southern Company

NextEra Energy

Southwest Airlines
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NOTES
1 BlackRock Investment Stewardship’s approach to engagement on human capital management. https://
www.blackrock.com/corporate/literature/publication/blk-commentary-engagement-on-human-capital.pdf
2 Letter to William Hinman, Director, SEC Division of Corporation Finance, from the Human Capital
Management Coalition (July 6, 2017). https://www.sec.gov/rules/petitions/2017/petn4-711.pdf
3 Embankment Project for Inclusive Capitalism. https://www.ey.com/Publication/vwLUAssets/ey-atembankment-project-inclusive-capitalism/$FILE/EY-the-embankment-project-for-inclusive-capitalismreport.pdf
4 BlackRock Investment Stewardship Engagement Priorities for 2019. https://www.blackrock.com/
corporate/literature/publication/blk-annual-stewardship-report-2019.pdf
5 Semler Brossy, 2019 Say on Pay & Proxy Results. https://www.semlerbrossy.com/wp-content/uploads/
SBCG-2019-SOP-Report-2019-10-03.pdf
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