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Synopsis

Human Capability Tokens (HCTs) extend the logic of tokenisation by converting behaviourally verified human capability into a
portable and trusted unit of value. Building on Part 1, Tokenising Human Capability, this paper examines what becomes possible once
demonstrated capability can move beyond institutional boundaries and be recognised across learning, workforce, and community
systems. Unlike qualifications and micro-credentials, which certify learning attainment, HCTs verify how the Working Futures™ Human
Capability Standards are applied in real contexts, making visible innate human abilities. HCTs may be redeemed for mobility,
recognition of prior learning, employment and career pathways, and measurable social and ecological outcomes, allowing capability to
inform workforce planning, risk management, capital allocation, regional development, and sustainability reporting. In doing so, they
enable human and social capital to function as economically legible value without monetising people or commodifying labour, laying
the foundation for an ethical capability economy grounded in performance, equity of opportunity, and long-term benefit.
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Executive Summary

Human Capability Tokens (HCTs) extend the logic of tokenisation by converting behaviourally verified
human capability into a portable and trusted unit of value. Part 1established how capability can be made
visible.! This paper examines what becomes possible when that capability can circulate across learning,
workforce, and community systems.

Qualifications and micro-credentials certify learning attainment. HCTs verify demonstrated capability in
real contexts. Learning outcomes describe what has been taught and assessed. Capability tokens evidence
how judgement, collaboration, adaptability, and ethical action are exercised under real conditions of
complexity and uncertainty. In doing so, they make visible both individual human capital and the social
capital created through contribution and relationships.

HCTs are issued to individuals and remain under their control. Human capability is not owned by institutions
or governments. Individuals choose when and how to disclose or redeem their tokens. What changes is not
ownership, but circulation. When capability is deployed, its economic effects extend beyond the individual
— reducing risk, strengthening trust, improving productivity, and enhancing ecological outcomes across
organisations and supply chains.

HCT exchange enables recognition of prior learning, advanced standing into courses, accelerated career
mobility, reduced recruitment and onboarding costs, improved retention, and stronger non-financial risk
(NFR) management. It also provides structured evidence to support Environmental, Social and Governance
(ESG), United Nations Sustainable Development Goals (SDG), and sustainability reporting by linking
behavioural capability to durable social and ecological performance.

HCTs do not monetise people or reduce ecological systems to treadable commodities. They convert
demonstrated capability into a portable, programmable form that allows value already embedded in
individuals and systems to circulate ethically. In doing so, they establish the foundation of a capability
economy in which individual agency is preserved while collective benefit becomes economically legible.

The individual remains the source of capability. The system becomes the beneficiary of its circulation.
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Figure 1 From capability evidence to tradeable value within rules-based ecosystems
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Trading Human Capability Tokens

1. Why Trading Human Capability Matters
Now

Imagine if nations and organisations could see the return on investment in human capability as clearly as
they see capital invested in machines or infrastructure.

The core argument of this paper is that capability is individually owned, but its economic effects are
systemic. HCTs provide the mechanism that allows those effects to be recognised, exchanged, and shared
without transferring ownership.

Capability extends beyond what people know or the skills they have acquired. It includes how they think,
emotionally engage, exercise judgement, collaborate, adapt, and lead in contexts that are complex,
ambiguous, or consequential. Imagine if that capability could be recognised consistently, trusted across
systems, and carried with individuals as they move between roles, organisations, and communities. Now
imagine if its digital representation could carry recognised economic value and be exchanged through
recognition, redeployment, or redemption within defined ecosystems.

Across industries and sectors, organisations face a persistent structural problem. They depend on human
capability for every aspect of performance, culture, customer trust, and capacity to adapt, yet they cannot
see or measure it in a consistent way. As artificial intelligence (Al) is deployed more
deeply across workplaces, this limitation becomes more consequential, because the
effectiveness, safety, and legitimacy of Al systems increasingly depend on how they are
governed and applied in context.

..HCT trading does not introduce
a new market. It enables a long-
hidden form of value to circulate.
The most important contributor to organisational success remains the least visible in

workforce systems. Qualifications, micro-credentials, and performance reviews can

confirm that learning has occurred and skills have been acquired, but they reveal little about how people
actually work together or respond to local conditions. They generate evidence, but that evidence is
fragmented, non-portable, and largely unusable across the complex organisational, cultural, and community
contexts in which value is created.?

Part 1 of this series argued that the limitation in current workforce systems is not inadequate skills
taxonomies or learning content, but the absence of recognition and portability.® It showed that capability
only becomes economically and socially meaningful when it can be interpreted consistently and carried
across contexts. The Working Futures™ Human Capability Standards (HCS) provided the foundation for that
argument by anchoring capability in observable behaviour rather than institutional proxies such as roles,
tasks, courses, or credentials, and by defining how autonomy, influence, and complexity shape performance
and contribution at increasing levels of proficiency.* This enables capability evidence to be validated
across sectors and environments rather than confined to a single discipline, organisation, or educational
context.

Human Capability Tokens (HCTs) build directly on this foundation by converting verified capability
evidence into a secure, portable digital form capable of carrying economic value. This paper begins at that
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point. It asks what becomes possible once capability evidence can be used to carry value, be exchanged,
and support new forms of mobility, recognition, and return.

Several converging forces now make the verification and exchange of capability evidence not only
possible, but necessary

1. Workforce Shortages and Mobility Constraints
Global talent shortages and digital transformation pressures demand new mechanisms to move
capability where it is needed quickly.® HCT exchange allows organisations to recognise capability
without requiring re-training, duplicative assessments, or lengthy credential audits.

2. Non-Financial Risk and Cultural Failures
Royal Commissions and global corporate failures have shown that weak capability in areas such as
critical thinking, ethical judgement, self-awareness, and adaptability is a leading cause of NFR
breaches.® Trading HCTs enables organisations to verify and mobilise the capabilities that directly
reduce misconduct, safety failures, and cultural breakdowns.

3. Environmental, Social and Governance (ESG) Reporting and Investor Expectations
Boards increasingly require valid indicators for the Social dimension of ESG. Investors are demanding
evidence of human capital, culture maturity, and workforce readiness.” HCT exchange produces
reportable, verifiable metrics for capability uplift.

4. Al Transformation
As Al accelerates, differentiating productive human work increasingly depends on higher-order
capabilities such as systems thinking, ethical judgement, and collaboration.® HCTs make these
capabilities visible and tradeable across learning and work systems.

5. Fragmented Recognition and Micro-Credential Ecosystems
Micro-credentials remain siloed within institutions and carry inconsistent meaning across employers,
industries, and national boundaries.® As education systems fragment across universities, technical and
vocational education, innovative content providers, and short-course platforms, the absence of
harmonised standards limits recognition, credit transfer, constrains portability, and weakens national
competitiveness. Converting micro-credentials into tokenised, standards-aligned units of verified
capability enables consistent interpretation across systems and gives them recognised economic value
within defined ecosystems.

Taken together, these forces reveal a missing mechanism in current workforce systems. Organisations
require a way to recognise, exchange, and deploy both human capital (what people can do) and social
capital (how people think, relate, and contribute to trust and collective outcomes). Because the Human
Capability Standards capture observable skills alongside tacit mindsets and relational behaviours, HCTs
evidence both dimensions. Trading HCTs therefore becomes the first practical method for mobilising
improvements in human and social capital through a single, validated framework.”

Learning systems rightly focus on the individual learner. HCTs preserve that principle of individual
ownership. Capability remains the property of the person who developed and demonstrated it. What
changes is that the economic effects of that capability do not remain confined to the individual. When
deployed, capability generates system value — reduced risk, improved trust, stronger employability, greater
resilience, and more durable ecological outcomes. HCTs make visible both the individual ownership of
capability and the wider value that accrues across organisations, supply chains, and communities.

In this sense, HCT trading does not introduce a new market. It enables a long-hidden form of value to
circulate. The sections that follow explain how HCTs become exchangeable, how they generate
measurable economic value, and how organisations, education providers, and communities can participate
in a capability-based system of value exchange.
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2. What Makes HCTs Exchangeable? The
Mechanisms

HCTs are exchangeable not because they represent labour, financial rights, or future income, but because
they encode verified human capability evidence in a secure and programmable form. Tokenisation allows
capability evidence to move across institutional boundaries, converting static recognition into portable
value that can circulate under agreed rules within trusted ecosystems.

Six mechanisms make this possible:(1} evidence integrity, (2) programmability, (3) utility, (4) value anchoring,
(5) portability of recognition, and (6) ethical exchange rules. Together, these mechanisms explain why HCTs
can be recognised, trusted, and traded without commodifying people.

Evidence
Integrity

Ethical
Rules of
Exchange

Portability

Value Anchoring

Figure 2 The Six mechanisms that make HCTs Tradeable

In practice, early use cases show that HCT value is exchanged through recognition, redeployment, or
redemption rather than financial transfer (See Appendix 1). Exchange only occurs where capability evidence
has been independently verified against agreed standards.

The logic of HCT exchange sits alongside recent developments in blockchain-enabled credits and
outcome-based financial instruments, but operates at a different layer of the value chain. While most
tokenised credits focus on verifying and exchanging outputs, such as emissions avoided or energy
generated, HCTs verify the human capability required to produce those outcomes reliably and ethically. In
this sense, HCTs function as capability-backed value signals, enabling trust, portability, and exchange
without financialisation, speculation, or ownership transfer. They are compatible with distributed ledger
technologies and non-refundable credit models."

The architectural logic underpinning HCT exchange relies on cryptographic verification, digital identity
binding, and shared governance rules that ensure authenticity, integrity, and portability without
dependence on a single intermediary. Trust is achieved through secure verification and non-duplication
protocols rather than institutional assertion alone. HCTs are not currency and do not enable speculation.
They provide a secure mechanism for verifying and exchanging demonstrated capability across trusted
systems.
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21.  Why HCS Micro-Credentials are more than learning and employability tokens

Micro-credentials remain an important part of the capability ecosystem because they provide quality-
assured evidence that learning has occurred.” They certify achievement within a defined body of
knowledge or skill and play an important role in signalling educational attainment. Their contribution is
foundational. HCTs extend this logic by verifying how learning is applied in practice, how it develops into
durable demonstrated capability, and how it influences performance, judgement, and contextual outcomes.
Used together, micro-credentials and HCTs provide a more complete account of both learning attainment
and capability in action.

Digital badges are more portable, but they usually cannot be differentiated from micro-credentials. They
signal completion, not deployment. They rarely incorporate behavioural evidence, reflect capability
development over time, or have assessment integrated into workforce and risk systems that require
consistent, standards-based indicators of what people can do in practice.

HCTs address this limitation by converting micro-credential evidence into HCS-

aligned capability evidence. Where a micro-credential confirms learning attainment,
an HCT verifies the demonstrated use of that learning in real decision-making,
collaboration, ethical reasoning, problem solving, or leadership contexts. Micro-
credentials may verify learning but HCTs verify capability. Used together, they can

Micro-credentials may verify
learning but HCTs verify
capability.

create a complete and portable record of human and social capital development.

This distinction is increasingly important as some systems narrow micro-credentials back to content-based
outcomes.” When that occurs, micro-credentials become digital transcripts rather than indicators of
employability, trust, or impact. Only when aligned to the Human Capability Standards can micro-credential
evidence be reliably converted into HCTs that carry social and economic value across systems.

2.2. Evidence Integrity

HCTs are tradeable because they are grounded in verifiable, standards-aligned evidence, uniquely linked to
the individual. Each token references evidence that may include micro-credential requirements, workplace
demonstrations, structured assessments, validated supervisor attestations, portfolio artefacts, interviews,
and reflective accounts that confirm metacognitive engagement.

The Human Capability Standards architecture—anchored in autonomy, influence, and complexity—ensures
that evidence is mapped to observable skills, behaviours, and dispositions at defined levels of proficiency.”
This is not predictive or speculative evidence. It reflects what has been demonstrated in practice.

Importantly, HCTs capture more than task competence. Because the HCS spans cognitive, emotional,
relational, and leadership domains, tokens carry evidence of how capability is deployed, including details
on specific behaviours such as critical judgement, empathy, moral grounding, and systems thinking. These
are the foundations of social capital and are strongly associated with performance, innovation, customer
confidence, and reduced NFR.™®

2.3. Programmability and Ethical Consumer Controls

Tokens carry embedded rules. These rules ensure ethical use and create utility:
o Identity binding: tokens are cryptographically linked to a verified digital identity
o Eligibility rules: who can hold, redeem, or transfer the token
e Expiry rules: evidence decay, requiring refresh or reconfirmation
e Redemption logic: learning access, mobility, pathways, ESG credits
e Ecosystem boundaries: tokens recognised only within defined networks
e Reward triggers: token release tied to behavioural demonstration

HCT exchange must be governed by a compliant privacy and consent architecture requiring voluntary and
express consent, purpose-specific and time-bound access, revocable and amendable sharing, and
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transparent notification throughout the consent lifecycle. These consent controls are embedded within the
programmable design of HCTs, ensuring tokens cannot be speculated on, monetised directly, or detached
from their evidence base. Exchange occurs only within defined and trusted systems that protect individuals
and reinforce learning, development, and contribution rather than extraction. This architecture is
structurally compatible with emerging digital identity and verifiable skills frameworks, including the
European Digital Identity Wallet” and cross-border skills passport initiatives,® ™ while extending their logic
from credential verification to behavioural capability validation.

2.4. Utility: Why Exchange Occurs

Utility, not speculation, drives adoption.” For exchange to occur, tokens must unlock recognised benefits
for both holders and receiving systems. HCT utility arises through:

e Mobility and access to new roles or opportunities

e  Entry to leadership and advancement pathways

e Recognition of learning, including credit or recognition of prior learning
e Participation in internal talent or opportunity marketplaces

e Accesstowellbeing or professional benefits

e Contribution to ESG or sustainability reporting

e Evidence of reduced operational or NFR

Utility alone, however, is insufficient. For tokens to operate across institutional boundaries, they must be
cryptographically verifiable, tamper-resistant, and trusted by receiving systems. This requires a secure
verification layer capable of confirming issuer authority and preserving the integrity of capability evidence
without reliance on a single platform intermediary.

International developments reflect this shift. The European Commission’s European Learning Model and
Europass Digital Credentials Infrastructure demonstrate the move toward structured, interoperable
credential data across jurisdictions.? The European Blockchain Services Infrastructure further advances
cryptographically verifiable credential exchange. Together, these initiatives signal a global transition toward
trusted portability, although they remain largely focused on formal qualifications and credential metadata
rather than behaviourally verified capability as a value-bearing unit.

A Public Key Infrastructure (PKI) provides the cryptographic framework required to authenticate digital
identities and secure electronic transactions.”? Within a PKI-based capability exchange, each HCT is
digitally signed by an authorised issuer and anchored to verifiable identity credentials. This ensures
authenticity, integrity, and non-repudiation, enabling secure circulation across employers, professional
bodies, educational institutions, and ESG reporting environments.

This exchange architecture aligns with development of sector data

interoperability standards such as MortarCAPS’ Higher Learning Data Standard

(MCDS), which reduces bespoke integrations and improves portability across The token does not create value; it
institutions in Canada, Australia, and New Zealand through shared rules and makes existing, validated capability
common data structures.”® MortarCAP extends this foundation by establishing portable, interpretable, and
the certificate authority framework and governance protocols required to exchangeable.

operate a PKl-based capability exchange at institutional scale.

Through this type of infrastructure, HCTs move beyond descriptive credentials to function as verifiable,
exchangeable units of capability value.

2.5. Value Anchoring

HCT value is anchored through the Working Futures™ Human Capability Standards Reference Model, which
is derived from global research and has undergone multiple cycles of validation since 2009.%* Existing
assessment and credentialing platforms, including commercial implementations such as Capability.Co,
already enable organisations to map evidence to precise levels of proficiency aligned with qualifications
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accredited within over 20 national qualification frameworks, career progression frameworks, workforce
analytics, and culture and capability assessments.

Accordingly, the value of an HCT can be anchored to the capability demonstrated, the level of proficiency
achieved, strategic capability demand, the relative impact of verified evidence at higher levels, and
demonstrated social or environmental consequences. This mirrors the valuation logic used in real-world
asset tokenisation, without introducing speculation or commercialisation.?® The token does not create
value; it makes existing, validated capability portable, interpretable, and exchangeable across diverse
ecosystems.

2.6. Portability Across Systems

HCTs travel with the individual rather than remaining tied to the issuing institution. Portability is supported
through decentralised verification, interoperability with credential systems, privacy-preserving
architecture, and consistent HCS mapping. This allows individuals to carry recognised capability value
across industries, roles, organisations, and career transitions.”

2.7. Ethical Rules of Exchange

A foundational principle is that HCTs are issued to individuals, not institutions. Individuals retain full control
over disclosure, redemption, and portability. No institution may transfer, aggregate, or monetise HCTs
without explicit individual consent.

HCT exchange follows strict principles:

e Nospeculation

A foundational principle is that HCTs

e Tokens cannot represent future income are issued to individuals. not

e Tokens cannot be collateral for debt institutions.

e Trading must reinforce learning, not extraction
e Tokens carry evidence, not ownership of the person

This protects individuals while enabling value to flow to where capability generates the highest return.

2.8. How HCTs Convert Into Real Economic Value

HCTs generate economic value because they represent demonstrated capability, not completed learning.
This distinction matters. Traditional training expenditure is often treated as operating cost. Yet capability
frameworks and the development built upon them function as strategic assets: they increase organisational
intelligence, reduce volatility, mitigate risk, and enhance adaptive capacity over time.

HCTs make that asset visible. They convert capability maturity into a portable, verifiable signal that can be
recognised within financial, operational, and governance systems.

At an institutional level, HCTs convert into monetary value through five primary mechanisms.

1. Cost Replacement Value

Organisations currently spend significant amounts on training, compliance, induction, leadership
development, and external assessment. When an employee presents an HCT that verifies
capability at a given HCS level, the organisation can reduce or eliminate the cost of providing
equivalent training or assessment. Each token therefore replaces a measurable expenditure line
such as course fees, onboarding duration, or supervisor assessment time.

2. Productivity and Performance Value

HCS-aligned capability has direct links to performance, teamwork, customer experience, and
innovation. When the organisation recognises an HCT, it can assign a value based on reduced
supervision, faster cycle times, improved decision quality, fewer errors, and increased
collaboration. These gains can be modelled using existing productivity benchmarks or team
performance indicators. Over time, the accumulated HCTs represent an increase in the
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organisation’s embedded capability base, a compounding asset that strengthens operational
resilience and execution quality.

3. Workforce Mobility Value

Tokens accelerate internal mobility by removing delays caused by re-training or repeated
verification of capability. Each accelerated mobility event reduces recruitment costs, agency fees,
onboarding time, and vacancy-related productivity loss. Organisations can assign a monetary value
to mobility velocity, using the HCT as the verified signal that unlocks movement.

4. Risk Reduction Dividend

Capabilities such as ethical reasoning, collaboration, systems thinking, and judgement directly
reduce NFR incidents. Each avoided conduct failure, safety event, or customer escalation has a
quantifiable value. Organisations can assign risk-weighted value to HCTs that represent capabilities
with a demonstrable risk-mitigation impact. This reduced volatility is not only operationally
valuable; it lowers governance exposure and strengthens balance-sheet stability.

5. Market, Investment, and ESG Advantage

Verified workforce capability strengthens performance in tenders, procurement, ESG evaluations,
and regulatory scrutiny, where capability maturity increasingly influences funding and partnership
decisions. HCTs provide verifiable evidence of governance, culture, and social investment, offering
investors a credible signal that sustainability commitments are backed by demonstrated capability
rather than narrative. In doing so, they strengthen investor confidence, support access to
responsible capital, and differentiate organisations in markets where long-term value depends on
building the capabilities required to sustain performance.

In combination, these mechanisms allow organisations to assign clear monetary value to HCTs and
recognise them as capability-backed units of value within internal economic and workforce systems.

Human Capability Tokens: Converting Capability into Realised Value
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3. How HCT Trading Works

HCT trading does not resemble financial markets. It operates as a trusted value exchange system, where
verified capability evidence is recognised and redeemed for defined benefits across learning, work, and
community contexts. Exchange occurs only within agreed ecosystems and always reinforces development,
mobility, and contribution rather than extraction or speculation.

HCT trading operates across four primary contexts.

3.1. Intra-Organisational Exchange

Within organisations, HCTs function as a currency of opportunity. Employees use tokens to signal readiness
for higher-complexity work and to access development and mobility pathways without repeated
assessment or retraining.

Employees may redeem HCTs to:
e access selective leadership or development programs
e qualify for internal talent marketplaces
e demonstrate readiness for promotion or role expansion
e gain access to high-value projects or stretch assignments
e exchange for wellbeing or professional benefits
Subject to consent architecture, managers can use the attainment of HCTs to:
o identify verified capability and emerging leadership
e reduce bias in promotion and mobility decisions
e deploy talent based on demonstrated capability rather than role history

When fragmented signals are replaced with reliable evidence, HCT exchange helps smooth out workforce
development and encourages greater internal mobility. By fostering HCTs, organisations strengthen their
internal social capital and help cultivate broader shared or social intelligence. Such exchanges support
collective sensemaking and pave the way for shared vigilance, group intelligence, and ethical consistency—
all of which serve as essential elements of a Living Culture.

3.2. Inter-Organisational Trading (Within Sectors)

HCTs can circulate across organisations within the same sector where shared capability standards apply.
This supports workforce mobility, reduces duplication of training, and strengthens industry-wide capability
consistency.

Examples include:
o retail employers recognising customer-centric capability
o health providers sharing safety, collaboration, and empathy tokens
e supply-chain partners verifying compliance and ethical capability
o financial services organisations recognising culture and conduct maturity

Sector-based exchange enables capability to move to where it is needed without eroding standards or
trust.

3.3. Education-Industry Exchange

Micro-credentials reflect provider-defined curriculum. However, HCTs reflect context-demonstrated
capability verified against shared standards.

Education providers could recognise HCTs as:
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e recognition of prior learning or experience (RPL/RPLE)

e entry signals for selective programs

e credit toward micro-credentials or qualifications

e evidence of learning achieved through work-based contexts

This closes the gap between education and employment by allowing capability demonstrated in practice
to be formally recognised, supporting learner-centred and portable credential systems.

3.4. Community, Professional and Regional Exchange
Local governments, professional bodies, non-profits, and regional development bodies can use HCTs to:
e recognise community leadership and volunteering
e support youth employability and transition pathways
e build regional capability pools aligned to emerging industries
e validate informal and culturally grounded capability

In these contexts, HCTs function as collective or community capability capital, strengthening inclusion,
mobility, and local economic resilience.

3.5. How Individuals Redeem HCTs

HCTs do not represent money, wages, or future income. Instead, they allow individuals to redeem verified
capability for access, opportunity, and recognition within trusted systems. These redemption pathways are
what make capability economically meaningful to individuals without commodifying labour.

In organisational contexts, individuals may redeem HCTs to:
e enhance employability, recruitment, or hire decisions

e gain access to selective learning or leadership programs

qualify for internal mobility or promotion pathways

enter internal talent marketplaces or project pools

e access professional development, wellbeing, or mentoring benefits
In education and training systems, HCTs may be redeemed for:

e recognition of prior learning (RPL)

e credit toward micro-credentials or formal qualifications

e advanced standing or accelerated entry into a course
In community and regional contexts, redemption may include:

e recognition of volunteering, mentoring, or leadership contribution

e accessto employment pathways or transition programs

o eligibility for funded development opportunities

These pathways convert capability evidence into immediate, practical value for individuals. Rather than
waiting for promotion cycles or credential recognition, individuals can mobilise what they have already
demonstrated. In this way, HCT redemption supports equity, mobility, and lifelong development while
preserving the principle that value flows from demonstrated contribution, not positional power.
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4. Business Benefits of an HCT Exchange
System

HCT exchange delivers measurable organisational value by making capability visible, portable, and
economically legible. Benefits fall into five interrelated areas.

4.1.  Workforce Efficiency and Mobility
HCT exchange enables:
e Lower time-to-hire: Faster identification of needed capabilities.
e Reduced onboarding time: Verified evidence removes the need for re-training.
e Higherinternal fill rates: Capability mapping reveals hidden talent.
e Better deployment accuracy: Managers match capability to task complexity.
e Improved succession pipelines: HCTs reveal emerging leadership potential.
These outcomes translate into reduced recruitment spend, faster deployment, and lower turnover.

4.2. Risk Reduction and Cultural Strengthening

Because HCTs capture behavioural capability—such as ethical judgement, collaboration, critical thinking,
and accountability—they act as leading indicators of NFR.

Tokenised evidence supports:
e reduced conduct and compliance breaches
o fewer safety incidents and near misses
e stronger psychological safety and trust
e improved decision quality under pressure
This directly addresses regulatory and board concerns regarding culture, leadership, and ethics.?
4.3. Strategic Workforce Planning
HCT data enables higher-resolution workforce intelligence, including:
e capability maturity audits/ heatmaps
e supply/ demand forecasting
o distinguishing skills inputs from the capabilities driving strategic or cultural outcomes
e identification of capability gaps and decay
e role redesign and automation planning
e prioritisation of learning investment
e real-time signals of capability decay
This allows organisations to plan workforce transformation with evidence rather than assumptions.

4.4. Productivity, Innovation, and Al Readiness

Capabilities driving innovation such as creativity, collaboration, adaptability, systems thinking, are
embedded in HCTs.?®

Exchanging tokens:

e increases learning velocity®
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e supports cross-functional teaming
e accelerates problem-solving cycles
e improves customer experience

e supports Al-human synergy®'

High-capability teams operate with less rework, fewer errors, and greater resilience in Al-augmented
environments.

4.5. Employer Brand and Talent Attraction
Employees value:

e transparent recognition

e portable capability evidence

e investmentin career mobility

e autonomy in managing their capability record

Organisations offering HCT exchange signal long-term investment in people, strengthening employer brand
and attraction, particularly for early-career workers, skilled migrants, and those with non-traditional
pathways.

Before moving further into implementing HCTs, the following section and case study illustrates how human
capability development is translated into measurable human, social, and ecological value.
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5. Linking HCT Trading to ESG, SDGs, and
Carbon Value

HCTs enable organisations to recognise and mobilise three interdependent forms of value creation: Human
Capital, Social Capital, and Earth Return (Ecological) Capital. These capitals are analytically distinct but
operationally intertwined. They are not separate silos of value. Improvements in one frequently amplify
outcomes in the others. Stronger governance capability enhances productivity and risk discipline.
Ecological stewardship reinforces social licence and supply resilience. Social capital strengthens
collaboration, coordination, and collective decision quality. The compounding effect of this
interdependence is what generates exceptional value.

Together, these dynamics form the Return on Investment-Intelligence-Impact (ROI®) framework®2, which
complements financial reporting while avoiding the aggregation distortions common in conventional ESG
metrics.®

ROI® is not confined to the reporting boundary of a single firm. Capability effects extend across supply
chains, regions, and ecosystems. In practice, one organisation’s Scope 1and 2 are another’s Scope 3.
Capability-based exchange therefore enables cross-enterprise value recognition where resilience,
governance, and stewardship are shared across a community or the broader economy rather than isolated
within individual entities.

5.1. Defining Human, Social, and Earth Return Capital in a Capability Economy

Human Capital refers to the productive and adaptive capacity embodied in individuals and expressed
through judgement, learning agility, ethical reasoning, problem solving, and performance under uncertainty.
It is not a stock of skills or credentials, but verified capability in action, observed in real contexts and
anchored to increasing levels of autonomy, influence, and complexity. Within ROI?, Human Capital is valued
through decision quality, reduced supervision, faster learning cycles, productivity uplift, and sustained
performance in Al-augmented environments, evidenced through capability-linked

cost replacement, productivity gains, and risk-adjusted effectiveness rather than

speculative future earnings. Capability building shifts from

Social Capital arises from the relational and collective dimension of capability. It being treated as a cost centre to

reflects how people collaborate, build trust, coordinate action, and uphold shared
norms across teams, organisations, and communities. While Human Capital is

being recognised as a driver of

enterprise value.

individual, Social Capital exists between people, embedded in culture,

governance quality, and patterns of collective behaviour. HCTs make this capital

visible by verifying relational and leadership capabilities such as ethics, empathy, collaboration,
accountability, and communication. Under ROI®, Social Capital is valued through its effect on system
reliability and trust, realised in reduced NFR exposure, stronger employee and customer engagement,
improved coordination and inclusion, cultural resilience, and faster collective sensemaking.

Earth Return Capital represents the restored or protected productive capacity of ecological systems
influenced by human capability in action. It does not treat nature as an owned asset or a tradeable
commodity. Instead, it recognises that organisational judgement, governance quality, and behavioural
capability materially shape environmental outcomes and long-term system sustainability.3* Earth Return
Capital is defined through verified improvements in ecological function, including carbon reduction, water
regulation, soil health, biodiversity, and energy efficiency. It is valued through avoided environmental risk,
strengthened resilience, and protection of long-term productive capacity rather than short-term offset

pricing.
ROI® does not collapse these capitals into a single metric. It keeps each economically legible while showing

how they compound over time. HCTs connect the three pools by evidencing that capability has been
deployed in ways that strengthen productivity, trust, and ecological integrity.
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When ecological and social improvements are durable and capability is demonstrably responsible for
sustaining them, the resulting system resilience can support the creation of sustainable yield-bearing assets

without commodifying nature or labour.3® The investable quality arises from durability and governance
strength rather than speculative offset pricing.

Earth Returns extends this logic from recognition to regeneration. When improvement is measurable and
capability is accountable for sustaining it, value becomes economically legible. Earth Returns couples
performance with stewardship by treating capability as the sustaining condition of improvement. Gains in
biodiversity, water systems, social inclusion, human capability, or environmental risk reduction shift from
compliance obligation to productive capacity.

By linking human capability to sustained ecological outcomes, Earth Returns creates a pathway for
improvement to become durable and economically defensible without financialising people or reducing
nature to tradeable units.

Durability is economically material. High-quality capability investment increases the likelihood that
business, ecological, and social gains persist beyond reporting cycles. That persistence reduces transition
risk, strengthens capital confidence, and enhances the credibility of long-horizon sustainable assets.
Capability therefore functions as a risk-adjusted multiplier of long-term value.

This logic is especially relevant to sovereign green bond programs. Governments issuing green or
sustainability-linked bonds depend not only on measurable environmental outputs, but on confidence that
those outcomes will endure. When capability maturity underpins environmental delivery, it strengthens
bond credibility and reduces the risk of reversal, underperformance, or governance failure. Capability-
backed ecological performance increases the durability of publicly financed sustainability investments
while remaining aligned with established carbon and ESG measurement frameworks.

5.2.  Alignment with IFRS S1, IFRS S2, and Natural-Capital Disclosure

This three-capital model aligns directly with emerging sustainability disclosure requirements.

International Financial Reporting Standard (IFRS) S1and S2, issued by the IFRS Foundation, establish globally
consistent requirements for disclosing sustainability- and climate-related risks and opportunities that are
reasonably expected to affect enterprise value.

IFRS S1sets out the baseline requirements for how organisations disclose sustainability-related risks and
opportunities that could reasonably affect their enterprise value.* Data on Human Capital and Social
Capital support disclosure of sustainability-related risks and opportunities affecting enterprise value,
including workforce capability, culture maturity, governance effectiveness, and organisational resilience.
Aggregated HCT evidence strengthens links between strategy, risk management, and long-term
performance.

IFRS S2 builds on S1and applies it specifically to climate. It requires organisations to disclose climate-
related risks and opportunities, including transition and physical risks, climate strategy, scenario analysis,
emissions.” Earth Return Capital complements climate-related disclosure by recognising that climate risk
and transition outcomes are mediated by organisational capability. HCT-derived indicators act as
capability-based confidence modifiers, strengthening the credibility of transition plans and governance
without substituting for emissions data.

For natural-capital and biodiversity disclosure, Earth Return Capital aligns with principles of biophysical
measurement, additionality, durability, and governance quality.®® Linking ecological outcomes to verified
capability allows organisations to explain not only what occurred, but why outcomes are likely to endure.

The critical shift is durability. Environmental and social gains erode when behavioural capability is weak.
When measurable outcomes are coupled with accountable capability, ecological and social restoration
becomes viable economic activity rather than externality.

Together, these mechanisms enable organisations to integrate Human, Social, and Earth Return Capital into
ESG reporting in a credible and auditable manner. HCT evidence does not replace financial or emissions
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reporting; it strengthens the confidence that stated commitments will hold under pressure and reframes
sustainability from compliance disclosure to capability-backed regeneration.

Productivity, &
Intelligence, |
Learning

d " Earth Return
Capital Capital

Culture, Trust, : Ecological Function
Governance ' & Resilience
ke ’ 1
{ - 1
Human + Social --_. ---- Earth / Climate
IFRS S1 @w”f IFRS S2
Human + Social Earth/Climate IFRS S2

Figure 4 ROI° Human, Social, and Earth Return Capital

5.3. Making the Social Dividend Visible (ESG-Soc)

The Social dimension of ESG is widely recognised as critical but remains weakly measured. Most
organisations rely on surveys, proxy indicators, or narrative reporting to assess culture, engagement, and
workforce readiness. HCT trading offers a more robust alternative by grounding social value in verified
behavioural evidence aligned to the Human Capability Standards.

Because HCTs capture demonstrated capability across cognitive, emotional, relational, and leadership
domains, they provide auditable indicators of:

e total capability uplift

e verified micro-credentials earned and redeemed
o |eadership and culture capability maturity

e inclusion and relational capability gains

e employee and customer satisfaction

e community employability outcomes

o workforce resilience indicators

e |earning and adaptive capacity metrics

These indicators align with investor expectations for human capital transparency and strengthen the
credibility of Social disclosures.®® Rather than relying on sentiment, proxy surveys, or narrative reporting,
HCTs make visible the verified behaviours that generate trust, cohesion, inclusion, and resilience — core
drivers of long-term enterprise performance.® 4

5.4. Capability as an Environmental Risk Factor (ESG-Env)

While environmental outcomes are shaped by many factors, organisational capability plays a critical role in
mediating environmental risk. Capabilities such as systems thinking, ethical reasoning, judgement under
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uncertainty, and cross-boundary collaboration influence how environmental risks are identified, managed,
and mitigated.

Evidence from organisational performance and safety research indicates that capability uplift is associated
with reduced error rates, improved resource efficiency, and more responsible behaviours.#2 4

HCT evidence does not replace emissions measurement or environmental accounting. Instead, it provides
insight into the capacity of a workforce or the human capability conditions that increase or reduce
environmental risk exposure. Organisations with stronger capability profiles are better positioned to
anticipate unintended consequences, coordinate complex responses, and act responsibly under pressure.
In this sense, capability functions as a behavioural risk factor that shapes environmental outcomes through
decision quality and governance rather than direct causation.

5.5. Capability-Adjusted Carbon Value (a Forward Model)

Building on this logic, HCTs support a forward-looking extension of environmental valuation models.
Carbon accounting remains the most mature and widely recognised environmental metric, particularly in
energy-intensive sectors such as digital infrastructure and data centres. However, traditional carbon
accounting focuses primarily on emissions quantities, often assuming uniform organisational behaviour and
governance capacity.

A capability-adjusted approach recognises that carbon outcomes are embedded within broader ecological
performance. Organisations with stronger human, social, and ecological capability are more likely to deliver
durable, ethically governed, and system-aware environmental outcomes, including but not limited to
emissions reduction.

While still emerging, exchanging HCTs illustrates a possible extension toward Capability-Adjusted
Environmental Efficiency (CAEE), of which carbon efficiency is a measurable subset:

Environmental efficiency x (Capability Maturity x Governance Integrity x Social Resilience)
Where carbon is the relevant metric, this may be expressed as:

Carbon efficiency x (Capability Maturity x Governance Integrity x Social Resilience)

The model is illustrative. In practice, ecological, social, and human capability variables interact non-linearly,
requiring multi-factorial data capture rather than single-variable adjustment. Capability maturity increases
confidence that environmental commitments will be implemented effectively, sustained over time, and
embedded in organisational practice. Carbon reduction, water stewardship, biodiversity protection, and
resource circularity are therefore treated not as isolated outputs, but as system effects of capable
governance and informed decision-making.

This aligns with additionality principles used in carbon markets while avoiding speculative claims. The
model is presented as an emerging extension rather than an operational system, illustrating how capability
evidence could strengthen environmental valuation frameworks without displacing established emissions
accounting.

5.6. Alignment with UN Sustainable Development Goals (SDGs)

HCT trading also supports alignment with multiple SDGs, particularly those relating to:
SDG 4 - Quality Education: portable learning evidence
SDG 8 - Decent Work: improved mobility and future readiness
SDG 9 - Innovation: innovation-aligned capabilities
SDG 10 - Reduced Inequalities: portable recognition for disadvantaged groups
SDG 12 - Responsible Consumption: behaviour-driven waste reduction

SDG 13 - Climate Action: human-led environmental capability uplift
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Because HCTs recognise capability developed through formal learning, workplace experience, and

collective behaviours, they provide a practical mechanism for evidencing progress against SDG targets that
rely on human development and institutional strength.

SDG alignment is a consequential benefit rather than the primary purpose of HCTs. The core function
remains capability recognition and exchange; SDG reporting is strengthened as a consequence of making
human and social capital visible and portable.

While the core mechanism is illustrated in the case below, the same HCT exchange logic applies across
commercial, environmental, and public-interest contexts. Appendix A provides extended case studies
showing how capability exchange supports SDG-aligned workforce development and Earth Return
outcomes in public utilities and emerging economies

5.7. Case Study: Capability Exchange Beyond the Firm

Context

A consumer company and others in its global brand network already treat training, ethical sourcing, and
sustainability as ESG priorities. However, these investments in people are still recorded as operating
expenditure rather than recognised as capability-building assets. They have no mechanism to translate
capability uplift into measurable, auditable economic value or to link it to carbon and social performance.
HCTs provide that missing translation layer, converting workforce capability development from cost
activity into recognised asset formation.

Human Capability Tokens in Action: Extending In-House Training

The initiative provides a credible foundation for demonstrating how Human Capability Standards (HCS)-
aligned micro-credentials can evolve into HCTs that translate human development into measurable,
reportable, and auditable ESG value beyond a pathway and qualification from a third-party university.

From micro-credentials to capability value

Employees earn HCS-aligned micro-credentials through verified workplace evidence, i.e.,, communication,
customer focus, leadership, adaptive thinking. When aggregated, each of these credentials form aHCT
representing demonstrated capability at a defined level of autonomy, influence, and complexity. Each HCT
is issued only on completion, not participation. This is critical: the token exists because capability has been
raised and demonstrated, not because training occurred.

At this point, the HCT functions as a verified unit of human capital improvement, auditable and portable.

Programming capability for community outcomes
Each HCT is programmed with conditional value logic linking specific capabilities to defined ESG-relevant
outcomes. For example:

e Leadership and adaptive mindset — mentoring and employment of young, regional, or Indigenous
Australians

e Critical thinking and systems awareness — waste reduction, energy efficiency, or safety improvement
initiatives

e Customer focus and ethical judgement — improved wellbeing, inclusion, and psychological safety

Completion of these initiatives triggers secondary verification events. The same HCT now records not only
capability attainment but validated social or environmental contribution.

Measurable value indicators
At organisational level, HCTs are aggregated (not traded individually) into capability-backed ESG ledgers.
These ledgers link directly to recognised reporting frameworks:

Social capital metrics (IFRS S1/ SDG 4, 8, 10):

e Each credential and the Diploma available if all 8 are obtained, show tangible up lift in numbers of
formal qualifications held in socially disadvantaged regions

e Increase in recognised qualifications and credentials within a community

o Measured uplift in assessed employability and internal mobility
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e Verified employment and career progression for regional and Indigenous cohorts

Human capital risk reduction:
e Lower turnover, improved safety, reduced psychosocial incidents
e Reduced future recruitment and training costs (capitalised as avoided cost)

Environmental outcomes (IFRS $2/ SDG 12, 13):

e Capability-enabled waste, energy, or emissions reductions are certified and reported

e  Where jurisdiction allows, these reductions can be converted into carbon credits or offsets,
supported by evidence that capability change—not technology alone—enabled the outcome.

How HCTs create value
The employer does not “sell people’s tokens”. Instead, value arises in three legitimate ways:

1. Carbon and environmental credit generation

17

Capability-driven reductions may contribute to jurisdictionally certified carbon or sustainability credit

systems where environmental outcomes are independently verified.

2. Reduction of ESG and non-financial risk exposure

Verified capability uplift reduces regulatory, safety, and workforce risks—lowering capital costs and

insurance exposure.

3. Balance-sheet recognition of avoided and deferred costs

Increased internal mobility, retention, and qualification attainment reduce recruitment, onboarding, and

compliance costs—recognised through established accounting treatments.

Why this matters

This case shows that HCTs are not symbolic. They provide the missing translation layer between human

capability development and economic value. Micro-credentials recognise learning. HCTs convert

completed, demonstrated capability into recognised, auditable, and measurable SDG and ESG outcomes,

allowing the organisation to invest in people while strengthening sustainability and financial resilience.
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6. Implementation Pathways for Organisations

HCT exchange is not speculative or experimental. It can be implemented incrementally using existing
standards, assessment methods, and workforce systems. This section outlines how organisations can
embed HCTs into current operations while maintaining ethical controls and economic clarity.

6.1. Setting and recognising economic value

Organisations can assign economic value to HCTs using existing financial and operational benchmarks.
Value recognition typically draws on three established categories:

e Costreplacement, where verified capability reduces or eliminates the need for training,
development, or assessment.

e Productivity and performance, where capability is linked to reduced supervision, improved
customer experience, faster decision cycles, and improved outcomes.

o Risk weighting and productivity improvement, where capability enables entirely new operational
models, partnerships, or revenue streams rather than incremental improvement.

These benchmarks already exist in organisational systems. HCTs simply provide a more precise and
portable signal for applying them.

Setting and Recognising Economic Value

Assigning value to HCTs using financial & operational benchmarks

Economic Value
P

$

Productivity & : —
Cost Replacement Performance Risk Weighting

Less training, induction, Faster cycles, better outcomes Reduced likelihood,
assessment impact of risk
t : t
Human +Social IFRS §1 ---------%--------- Earth/Climate IFRS S2

Figure 5 Setting and recognising the economic value of HCTs
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6.2. Embedding HCTs Into Organisational Systems

19

Once valuation rules are established, organisations can issue, exchange, and redeem HCTs through a staged
but practical process that converts demonstrated capability into economic and social value.

QO © ® ©¢ ® © ©

Identify priority capabilities

Organisations typically begin by selecting four to six Human Capability Standards aligned to strategic
objectives, risk exposure, and future workforce needs (e.g., Critical Thinking, Ethics, Collaboration,
Customer Focus, Adaptive Mindset, Leadership).

Establish evidence conversion rules
Clear rules define which forms of evidence convert into tokens. These may include HCS-aligned micro-
credentials, workplace demonstrations, validated supervisor attestations, reflective assessments, or

verified community contribution.

Integrate tokens into existing systems

Tokens are embedded into learning, talent, and workforce planning systems—such as micro-credentials
tied to learning and development offerings, leadership pathways, performance review, talent
marketplaces, and workforce planning dashboards—so capability exchange occurs within normal

organisational workflows.

Define internal redemption pathways

Organisations specify what tokens may be redeemed for, including learning credits, recognition of prior
learning or competency validation, access to projects, leadership development, wellbeing benefits, or
eligibility for mobility and promotion. This establishes the internal architecture of value exchange.

Extend recognition through external partnerships

Initial partnerships with education providers, sector bodies, or community organisations enable external
professional recognition, subsidised learning, career transition pathways, and multi-organisational or
transnational mobility.

Integrate ESG and impact measurement
HCT data is used to track uplift in human capital, social capital, inclusion, community impact, capability
maturity, and non-financial risk reduction, supporting credible ESG and SDG reporting.

Publish capability and social impact outcomes
Aggregated outcomes are shared with boards, investors, regulators, partners, employees, and
communities, demonstrating strategic investment in people, culture, and capability-backed value creation.

6.3. HCTs grow organisational or community capital

HCTs allow organisations and communities to mobilise capital in four interconnected ways.

1.

Capability as individual-owned, portable capital
HCTs enable individuals to hold verifiable evidence of their capability independent of any single

employer, role, or institution. This makes capability portable across jobs, courses, professions, and
life stages, supporting mobility, progression, and recognition of learning acquired through
education, work and lived experience. In this sense, HCTs function as a durable form of individual
capital that travels with the person, not the organisation.

Capability as exchangeable value within organisations
When organisations recognise and redeem HCTs for learning access, employability, mobility,
professional recognition, or career progression, individual capability becomes an internal currency
for development and contribution. This accelerates learning and performance while preserving
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agency: individuals choose how and when to deploy their tokens, and organisations benefit from
more visible, trusted signals of capability without commodifying labour.

3. Capability as organisational and community capital
When aggregated, HCTs reveal capability distributions across teams, functions, organisations,
industries, or regions. This allows organisations and communities to allocate resources, prioritise
development, and invest in capability uplift with greater precision. Importantly, this capital is
derived from individual contributions; it exists only because individuals have chosen to deploy and
share their capability within a system.

4. Capability as cross-boundary social capital
Because HCTs embed evidence of judgement, collaboration, ethical reasoning, and relational
capability, they also accumulate social capital. This strengthens trust, coordination, and resilience
across organisational and community boundaries, enabling cooperation where formal authority or
contractual control is weak. In this way, individual capability generates collective value without
losing its personal origin.

Across all four modes, HCTs preserve a critical distinction: individuals create capability; systems enable its
circulation. Tradeability does not imply ownership transfer. It enables recognition, exchange, and
investment in capability in ways that support learning, mobility, and shared value creation and capture
across human, social, and community systems.

Because HCTs are issued to individuals and remain under their control, capability retains defensible title.
Organisations benefit from its deployment, but they do not acquire ownership of it. This distinction
preserves agency while allowing value to circulate. Capability becomes a protected form of individual
capital whose economic effects extend beyond the person who generated it.
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7. Conclusion

The persistent gap in workforce systems has never been just a lack of education and training solutions or
skills frameworks, but the absence of a mechanism that allows demonstrated capability to be recognised,
trusted, and carried across organisational, sectoral, and national boundaries. Part 1 established how
tokenisation makes capability evidence portable. This paper shows how that evidence can be mobilised as
Human Capability Tokens that carry economic value that can be exchanged.

HCT exchange enables organisations not only to direct capability to where it is most needed, reduce
duplication in learning and assessment, accelerate mobility, strengthen culture, and
lower NFR, but also to surface latent value already embedded within the workforce.
Significant human capability exists but remains weakly signalled and economically
under recognised. By verifying and mobilising this hidden capacity, HCTs convert
under-recognised human and social capital into measurable enterprise advantage,
improving productivity, decision quality, retention, and governance performance.
This occurs without speculative markets or commodification. Capability is treated as
verified achievement rather than obligation and exchanged within ethical constraints grounded in shared
standards and evidence.

Significant human capability exists but
remains weakly signalled and
economically under recognised.

In practical terms, we no longer need to imagine how to make human capability visible, auditable, and
economically defensible. HCTs transform what was once tacit or intangible into structured evidence that
informs workforce planning, risk management, capital allocation, and sustainability reporting. Capability
building shifts from being treated as a cost centre to being recognised as a driver of enterprise value.

In conditions of Al acceleration, workforce disruption, climate uncertainty, and rising expectations of social
responsibility, the ability to see and mobilise human capability becomes a strategic advantage. HCTs make
capability economically legible while preserving human intelligence, agency, and dignity.

Together, these two papers argue that HCTs are not an incremental reform but a foundation for a capability-
based economy in which investment in human development produces immediate, visible, and transferable
value. By making human, social, and ecological dividends explicit, HCTs establish an ethical capability
economy where verified human capability can be carried by individuals and exchanged across contexts
without surrendering ownership or meaning.
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8. Attachment 1: Extended Case Studies

The following four cases are illustrative applications of the Human Capability Token approach being
explored in different institutional contexts. They are not pilot reports, but analytically grounded scenarios
derived from collaborative ventures being initiated across public and private enterprises and an education
entity. They aim to demonstrate transferability, not verify the research.

8.1. Case Study: Delivering ESG and Earth Returns from Water Management

Context

Government-owned water utilities generate enormous ecological and social value, but almost all of it
remains invisible beyond compliance reporting.

In an environment of fiscal constraint and reduced public investment, their challenge is not simply capital
access, but the ability to demonstrate recognised public return and long-term value creation.

Human Capability Tokens in Action
HCS-aligned capability is verified in:

e Systems thinking

e Stewardship (water and catchment areas)
e Cross-boundary collaboration

e Long-horizon decision-making

Evidence is drawn from operational, leadership, and community contexts.

From micro-credentials to capability value
HCTs represent demonstrated capability to manage water systems sustainably, not training completion.

The HCT functions as a verified unit of ecological stewardship capacity.

Programming capability for community outcomes
Tokens are conditionally linked to:

e Catchment management improvements

e  Water quality to consumers

e Demand reduction programs

e Reuse and circular water initiatives

e Cross-agency coordination effectiveness (risk prevention)

Measurable value indicators

Social Capital (IFRS $1/ SDG 6, 11)

e Community participation

e Equity of access

e Capability uplift in regional workforces

Earth Capital (IFRS S2/SDG 12, 13)

e  Water quality and supply reliability (improvement & reduced risk)
o Deferred infrastructure investment

e Reduced treatment intensity

How HCTs create value

e Avoided future capital expenditure

e Reduced environmental risk exposure
e  Government-recognised ESG return

e Portfolio-level offset capability

Why this matters
This case demonstrates how human capability becomes a public asset, without privatisation, monetisation
of people, or speculative markets.
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8.2. Case Study: Business Benefit Non-Financial Risks

Context
Financial institutions in Australia face persistent non-financial risks (NFR) driven not by control gaps, but by
failures of judgement, escalation, and ethical reasoning under pressure.

Royal Commissions, remediation costs, and regulatory scrutiny show that behaviours and cultural capability,
not policy, is the binding constraint.*

Human Capability Tokens in Action:
The institution adopts HCS-aligned micro-credentials focused on:

e Critical judgement

e Ethical reasoning

e Systems thinking

e Accountability and escalation
e Psychological safety

Noting that only demonstrated behavioural evidence confirms capability attainment and converts to HCTs.

From micro-credentials to capability value
The key focus is on governance and risk removal. In this case HCTs verify:

e How systems-thinking informs decisions made under ambiguity
e How NFRis surfaced and addressed early

e How leaders respond to moral tension

e How accountability is taken for consequences of actions

At this point, the HCT functions as a verified NFR risk-reduction unit that is visual and auditable.

Programming capability for risk reduction outcomes
HCTs are programmed to unlock:

o Eligibility for senior roles and forums

e Reduced supervision thresholds

e Access to high-risk portfolios

e Recognition in accountability and conduct reviews

Measurable value indicators

Human & Social Capital (IFRS S1)

e Reduced conduct breaches

e Faster escalation of near-misses

e Increased cross-functional responses to challenges

Risk Reduction

o Datato target, support, and report behavioural change
o Lower remediation exposure

e Reduced repeat incidents

e Improved APRA/ASIC assurance confidence

How HCTs create value

e Avoided remediation and litigation costs

e Lower compliance overhead through trustable evidence

e Improved capital confidence through governance maturity

Why this matters
This case shows HCTs convert cultural initiatives and ethical judgement into measurable NFR reduction,
something existing risk frameworks cannot do.



Trading Human
Capability Tokens 24
8.3. Case Study: Global Academy Delivering ESG and SDG Benefits

Context

A global retail group establishes a transnational workforce academy across emerging economies and rural
and remote regions in developed nations. The initiative targets young people excluded from formal labour
markets due to geography, poverty, or disrupted education.

The objective is not simply employability of disadvantaged individuals. It is to build verified human
capability aligned to enterprise performance, ESG commitments, and long-term community resilience.

Human Capability Tokens in action:
Using the Human Capability Standards (HCS) and aligned Earth Returns Capability Framework, behavioural
evidence is verified in areas directly linked to sustainability performance and disclosure expectations:

e ethical judgement under pressure

e customer-centred decision-making

e cultural awareness and inclusion

e adaptive response to operational complexity

e stewardship in resource use and local supply chains
e problem-solving with data

Each HCT represents verified capability demonstrated in real operational contexts, not course completion.

From learning to verified capability
Micro-credentials continue to verify learning attainment. HCTs verify demonstrated capability in practice.

Where a micro-credential confirms knowledge acquisition, an HCT confirms how that knowledge is
deployed in decision-making, collaboration, ethical conduct, customer engagement, and operational
resilience contextual to the location of each participant and store.

Together, they create a portable and standards-aligned human capability record that also aggregates data
to show the capability growth in regional labour markets.

Programming capability from learning outcomes
HCTs enable verified capability to:

e travel across borders and operating divisions

e berecognised by employers without duplication of assessment

e pre-qualify candidates for recruitment

e enhance supply of pre-qualified labour to other employers and sectors in the region
e identify high potential candidates that could enter accelerated leadership pathways
e berecognised by education providers for advanced standing

e contribute structured evidence into ESG and workforce disclosures

Exchange occurs through recognition, redeployment, and advancement rather than financial transfer.

Measurable value indicators
Capability development is aligned to recognised sustainability and governance frameworks.

Human Capital and Workforce Capacity (IFRS S1, SDG 8)
e improved retention in high-turnover regions

e reduced supervision dependency

e stronger decision quality under pressure

e expanded regional employment-ready talent pools

Social Inclusion and Equity (SDG 4, SDG 10, SDG 16)

e increased access to globally recognised capability verification
e strengthened trust between employer and community

e improved customer experience and conduct outcomes

e reduced grievance and escalation incidents
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Governance and Risk Management (IFRS $1, SDG 16)
e carlierissue escalation
e |ower conduct breaches

e reduced remediation exposure
e stronger audit defensibility

Where operationally relevant, stewardship and systems capability contribute to improved resource
efficiency and supply chain resilience, strengthening climate and sustainability disclosures under IFRS S2.

Why this matters
This case demonstrates how HCTs convert workforce capability into structured, auditable ESG
infrastructure.

Training becomes more than cost. Verified capability becomes a leading indicator of reduced enterprise
risk, improved governance quality, stronger social licence, and more credible sustainability reporting.

HCTs do not create financial instruments. They create defensible evidence that human and social capital
are being developed and deployed in ways that strengthen long-term value.

8.4. Case Study: Hyperscale data centres across multiple jurisdictions

Context

A global digital infrastructure provider operates hyperscale data centres across multiple jurisdictions.
These facilities support cloud services and Al workloads but are energy-intensive, water-dependent, and
tightly coupled to regional power grids and global supply chains.

The organisation faces scrutiny over carbon exposure, water use, grid stability, land impact, and upstream
sourcing. The challenge is not engineering efficiency alone. Environmental and social outcomes depend on
governance capability — how decisions are made about site selection, energy sourcing, water management,
supplier standards, and community engagement.

The organisation requires a way to demonstrate that sustainable performance is capability-driven, not
technology-driven.

Human Capability Tokens in action:

HCS-aligned capability is verified in:

e Systems thinking (energy-water-grid interdependence)
e Long-horizon decision-making

e Ethical reasoning in infrastructure trade-offs

e Stakeholder engagement capability

e Environmental stewardship & accountability

e  Supply chain governance maturity

Evidence is drawn from infrastructure committees, ESG governance forums, supplier remediation programs,
and regional grid coordination.

Each HCT represents demonstrated governance capability in operational decisions, not training
attendance.

From Infrastructure Risk to Capability-Backed Environmental Metrics
Traditional reporting captures:

e Scope1,2 and 3 emissions

e  Water withdrawal

e Renewable procurement

These metrics show outcomes but not whether governance capability can sustain them.

HCTs verify the behavioural capability responsible for managing environmental risk.
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The token does not reduce emissions. It verifies the capability required to reduce and sustain them.

Measurable value

Earth Return Capital (IFRS S2/ SDG 12,13)

e Reduced carbon intensity per compute unit
o Verified water efficiency improvements

e Grid resilience participation

e Extended hardware lifecycle

Social Capital (IFRS $1/ SDG 16)

e Reduced community opposition events

e Improved public trust and social licence

e Fewer planning disputes

e Stronger pool of regional workforce capability

Human Capital
e Reduced infrastructure governance failure
e Faster ESG implementation cycles
e Lower regulatory escalation and operational disruption
Derived Economic Value
e Reduced transition risk premium:
Verified governance capability reduces perceived climate-transition risk.
e Lower regulatory exposure
Demonstrated behavioural capability lowers likelihood of environmental breach or sanction.
e Infrastructure durability
Capability-backed decisions reduce stranded asset risk.
e Capital confidence
Investors gain greater confidence that sustainability commitments are operationally embedded.
e  Supply chain resilience
Verified supplier governance reduces disruption risk.

Why this matters
Data centres and Al infrastructure are becoming essential economic infrastructure. Its environmental
footprint is material and increasingly scrutinised.

Technology can improve efficiency, but long-term environmental and social outcomes depend on
governance capability.

This case shows that environmental performance ultimately depends on human capability. HCTs make that
capability visible and verifiable, strengthening the credibility, durability, and economic defensibility of
sustainability commitments.
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