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Abstract. This study addresses a significant gap in
contemporary corporate governance research, specifically the
insufficient integration of human capital risks into enterprise
risk management (ERM) frameworks. Although Solvency I,
ISO  31000:2018, and COSO ERM 2017 establish
comprehensive architectures for risk governance, they do not
adequately position personnel audit as a structured
mechanism for identifying, assessing, and communicating
human capital risks. The study aims to reconceptualize
personnel audit as a risk-based corporate governance
instrument and to develop a framework that integrates human
capital risks into ERM systems. The paper adopts a conceptual
research design grounded in agency theory, stakeholder
theory, and systems thinking. Through conceptual synthesis,
systems analysis, and comparative regulatory review, it
develops the Personnel Audit Risk Integration (PARI)
framework as a three-tier model operating at operational,
tactical, and strategic levels of governance. The study
proposes a structured taxonomy of human capital
vulnerabilities across five interrelated domains: competency
risk, behavioral integrity risk, succession risk, compliance
risk, and organizational culture risk. It further establishes
theoretical and regulatory linkages between personnel audit
outputs, board-level risk oversight, and Solvency Capital
Requirement calculations in regulated industries. The PARI
framework demonstrates both conceptual originality and
practical relevance for boards of directors, chief risk officers,
and HR governance practitioners seeking to strengthen
resilience and governance quality. Future studies should
empirically  validate  the framework and  explore
methodologies for quantifying human capital risks across
different industries and regulatory contexts.
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Introduction. The architecture of modern corporate governance has
evolved significantly in response to growing organizational complexity,
regulatory transformation, and heightened stakeholder expectations (Shleifer
& Vishny, 1997). Contemporary governance frameworks are no longer
confined to regulating principal—agent relationships; they now encompass
broader systems of accountability, transparency, and strategic risk oversight
(Fama & Jensen, 1983; Freeman, 1984). Within this evolving landscape,
enterprise risk management (ERM) has emerged as a foundational
governance discipline, enabling organizations to identify, assess, and
mitigate material risks in a systematic and integrated manner (COSO, 2017;
Lam, 2014).

However, a persistent structural gap characterizes the prevailing ERM
canon: the systematic underrepresentation of human capital risks. While
financial, market, credit, and operational risks benefit from well-developed
quantification methodologies, risk frameworks governing personnel
management remain fragmented, qualitative in nature, and largely peripheral
to board-level risk oversight processes (Ulrich, 1997; Armstrong, 2006).
This asymmetry is particularly consequential in knowledge-intensive
industries and regulated sectors, where human capital constitutes not merely
an operational input but a primary determinant of organizational resilience
and regulatory compliance.

The problem is further compounded by the absence of a recognized
governance mechanism capable of translating human resource management
(HRM) practices into structured risk data compatible with ERM
architectures. Personnel audit, while employed in organizational practice as
a compliance and control instrument, has not been formally theorized as an
ERMe-integrated governance tool. This conceptual vacancy represents both
an academic lacuna and a practical governance deficit.

This study addresses this gap by proposing the Personnel Audit Risk
Integration (PARI) framework — a novel three-tier conceptual model that
systematically positions personnel audit within the corporate governance and
ERM architecture. The framework introduces a human capital risk taxonomy
comprising five risk domains, establishes linkages between personnel audit
outputs and strategic governance functions, and draws on regulatory
precedents from Solvency II and ISO 31000:2018 to ground the model in
internationally recognized standards.

The primary research question is: How can personnel audit be
conceptually repositioned from a compliance mechanism to a strategic risk-
based governance instrument that systematically addresses human capital
risks within ERM frameworks?

The contribution of this study is threefold: (1) it develops a structured
risk taxonomy for human capital vulnerabilities; (2) it proposes an
integrative three-tier governance model connecting personnel audit to
organizational risk oversight; and (3) it establishes theoretical and regulatory
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linkages between personnel audit findings and capital requirement
assessments in regulated industries.

Literature Review. Corporate governance scholarship has
progressively incorporated risk management as a central governance
function. Foundational agency theory articulates the structural tensions
between principals and agents, highlighting the governance mechanisms
necessary to mitigate information asymmetry and opportunistic behavior
(Fama & Jensen, 1983; Jensen & Meckling, 1976). Contemporary board
governance models assign explicit risk oversight responsibilities to
independent directors and audit committees, with risk governance
increasingly understood as a board-level, not merely managerial, imperative
(Monks & Minow, 2011).

The stakeholder theory paradigm, pioneered by Freeman (1984),
expands governance boundaries beyond shareholder primacy, introducing
employees as material stakeholders whose management quality directly
affects organizational sustainability. This theoretical reorientation provides
normative grounding for integrating HRM processes — including personnel
audit — into governance oversight systems.

Regulatory frameworks reinforce this evolution. The Solvency II
Directive (2009/138/EC) mandates that insurance undertakings maintain fit-
and-proper requirements for key function holders and integrate human
capital considerations into Own Risk and Solvency Assessment (ORSA)
processes (European Parliament, 2009). Similarly, the UK Corporate
Governance Code (FRC, 2018) and the OECD Principles of Corporate
Governance (2015) emphasize workforce management transparency as a
material governance dimension. These regulatory developments signal an
institutional recognition that human capital risks carry systemic governance
consequences.

Enterprise Risk Management and Human Capital. The COSO ERM
Integrated Framework (2017) identifies workforce capability as a component
of organizational strategy execution risk, acknowledging that talent gaps and
cultural dysfunction can impair the achievement of strategic objectives.
Similarly, ISO 31000:2018 establishes broad risk identification principles
applicable to personnel-related risks, though without prescribing specific
mechanisms. The ISO 31000 framework emphasizes context establishment,
stakeholder engagement, and iterative risk communication — all processes
amenable to personnel audit methodology.

Despite this acknowledgment, empirical research consistently identifies
human capital risks as among the least formally quantified within ERM
systems (Lam, 2014; COSO, 2017). The World Economic Forum's Global
Risks Reports (2020-2024) have persistently ranked talent mismanagement,
leadership failure, and organizational culture dysfunction among the highest-
impact, lowest-monitored organizational risks. This systemic monitoring
deficit creates conditions for latent risk accumulation — risks that remain
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invisible within formal governance systems until they manifest as
operational or reputational crises.

Becker's (1993) human capital theory provides the economic
foundation for treating personnel competencies as organizational assets
subject to investment, depreciation, and risk assessment. The failure to
monitor human capital risk with the same rigor applied to financial assets
represents a governance arbitrage — an unexploited opportunity for
improving organizational resilience.

Personnel Audit in Academic and Practitioner Literature. Personnel
audit has been examined primarily within the HRM literature as an
evaluation instrument for HR policy effectiveness and regulatory
compliance (Armstrong, 2006; Ulrich, 1997). Traditional personnel audit
frameworks focus on procedural conformity, documentation quality, and HR
system alignment with organizational policies. This orientation, while
operationally valuable, confines personnel audit to a retrospective control
function.

A smaller body of literature suggests that personnel audit may serve
broader strategic functions. Cascio (2006) argues that human capital
measurement can support strategic workforce planning, while Walker (2014)
identifies personnel evaluation processes as potential inputs to enterprise-
level risk identification. However, neither work develops a formal
governance integration model or establishes linkages between personnel
audit outputs and ERM systems.

This theoretical gap motivates the present study. By synthesizing
insights from corporate governance theory, ERM frameworks, and human
capital research, this paper develops the first formalized model of personnel
audit as a risk-based governance instrument — the PARI framework.

As Table 1 demonstrates, neither traditional HR audit nor existing ERM
configurations, considered independently, achieves the governance
integration that PARI provides. The absence of a formalised human capital
risk taxonomy and the near-complete disconnection from board-level
reporting represent the most consequential gaps in the current governance
landscape. These findings reinforce the necessity of the PARI framework
and provide the analytical foundation for its conceptual development in the
subsequent sections.

The preceding review of personnel audit literature reveals a consistent
pattern: existing governance and risk management frameworks each address
isolated dimensions of human capital risk, but none provides an integrated
mechanism connecting HR audit outputs to board-level risk oversight and
capital assessment. Table 1 systematises this fragmentation through a
comparative gap analysis, positioning the PARI framework against three
widely implemented approaches — traditional HR audit, stand-alone ERM,
and Solvency II Pillar II governance — across ten governance functions that
are material to human capital risk management.
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Table 1. Gap Analysis: PARI Framework versus Existing HR Risk
Governance Approaches

Governance Function / Requirement Tradltlong ! ERM (stand- Solyency (Inlt)e[;{alted
HR Audit alone) II Pillar II
Framework)

Structured identification of HR risks + — partial ++
Integration of HR data into risk - + - ++
register
Linkage to SCR capital calculation - partial + ++
Board-level HR risk reporting — partial + ++
Formalised human capital risk - - - ++
taxonomy
Fit & Proper support (Solvency II Art. + - + ++
42)
Organisational culture risk in ERM - - - +
Succession risk in strategic oversight partial — — ++
Proactive early-warning mechanism - + - ++
Theoretical grounding (multi- - + + ++
framework)

Sources: compiled by the author based on comparative analysis of COSO ERM (2017), 1SO 31000:2018,
Solvency II Directive 2009/138/EC, and HRM literature. Legend: ++ = full support; + = partial support;
partial = indirect support;, — = absent.

Aims. The present study aims to assess the impact of artificial
intelligence on the recruitment process in contemporary organizations. More
specifically, it seeks to examine how AI technologies influence the
automation of routine recruitment tasks, candidate sourcing and matching,
candidate experience, and overall recruitment efficiency. The study also
aims to identify the key risks and limitations associated with Al-enabled
recruitment, particularly those related to algorithmic bias, fairness,
transparency, data privacy, and legal compliance. In addition, it intends to
evaluate the broader managerial and ethical implications of Al adoption in
human resource management and to determine the conditions under which
Al can support, rather than replace, human judgment in hiring decisions.
Through this approach, the article aims to provide a balanced understanding
of Al-driven recruitment by integrating operational, organizational, legal,
and ethical perspectives into a single analytical framework.

Methodology. This study adopts a conceptual research design
grounded in an interpretive-constructivist epistemology. Conceptual
research is appropriate when the primary objective is the development,
refinement, or integration of theoretical constructs rather than the empirical
testing of hypotheses (Jaakkola, 2020; Maclnnis, 2011). The construction of
the PARI framework constitutes a theory-building exercise drawing on
systematic analysis of existing conceptual and regulatory frameworks.

The epistemological positioning is interpretivist in that it recognizes the
socially constructed nature of governance arrangements and acknowledges
that risk categories, audit procedures, and governance norms are institutional
artifacts subject to contextual variation. This stance does not preclude
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analytical rigor; rather, it foregrounds the importance of contextualizing the
proposed framework within recognized theoretical and regulatory traditions.

Analytical Methods. Three complementary analytical methods structure
this research. First, conceptual synthesis involves the systematic integration
of theoretical constructs from corporate governance, ERM, and human
capital literatures to identify points of convergence and conceptual gaps.
This method draws on sources spanning foundational theoretical texts
(Becker, 1993; Freeman, 1984; Fama & Jensen, 1983), regulatory
frameworks (Solvency II; COSO 2017; ISO 31000:2018), and contemporary
practitioner guidance.

Second, systems analysis applies the logic of complex adaptive systems
to examine the functional interrelationships among governance structures,
risk management processes, and HRM mechanisms within organizations
(Stacey, 2011). Systems thinking enables the identification of feedback
loops, emergent properties, and structural vulnerabilities that would not be
visible through reductionist analysis.

Third, regulatory comparative analysis examines how international
governance and risk management standards address human capital risks,
identifying both best practices and regulatory lacunae. Frameworks analyzed
include the Solvency II Directive (2009/138/EC), ISO 31000:2018, COSO
ERM 2017, the OECD Principles of Corporate Governance (2015), and the
FRC UK Corporate Governance Code (2018).

Framework Development Process. The PARI framework was
developed through an iterative conceptual modeling process. An initial
inventory of human capital risk dimensions was compiled from cross-
disciplinary literature, yielding a preliminary taxonomy subsequently refined
through regulatory mapping and governance logic. The three-tier governance
structure was derived from the intersection of the Three Lines of Defence
model (ITA, 2020), the Solvency Il governance architecture, and ERM
integration logic. The resulting framework was subject to internal theoretical
validation against the consistency criteria proposed by Whetten (1989):
construct novelty, theoretical coherence, and explanatory scope.

Results. The Personnel Audit Risk Integration (PARI) framework
constitutes the primary theoretical contribution of this study. It
reconceptualizes personnel audit not as a static compliance mechanism but
as a dynamic, multi-level governance instrument embedded within the
broader ERM architecture. The framework is grounded in three theoretical
pillars: (1) agency theory, which identifies information asymmetry in
personnel management as a source of governance risk; (2) stakeholder
theory, which positions employee-related governance processes as material
to organizational sustainability; and (3) systems theory, which frames human
capital risks as emergent properties of complex organizational systems
requiring integrated monitoring.
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The novelty of PARI lies in its explicit formalization of personnel audit
as a risk data-generating mechanism whose outputs are structurally
connected to board-level governance oversight, SCR calculations in
regulated industries, and strategic decision-making processes. No existing
framework — whether from the HRM, ERM, or corporate governance
literature — has previously established these linkages in a systematic
theoretical model.

The Human Capital Risk Taxonomy. The first component of the PARI
framework is a structured risk taxonomy that categorizes human capital
vulnerabilities into five domains, each with distinct risk drivers, observable
indicators, and governance implications.

Competency Risk refers to the risk that the organization's human capital
portfolio is inadequately aligned with current or projected strategic
requirements. Risk drivers include insufficient training investment, rapid
technological change outpacing workforce development, and competency
assessment failures. Governance implications include potential SCR loading
in regulated industries where key function holder adequacy is a regulatory
requirement.

Behavioral Integrity Risk encompasses risks arising from ethical
violations, conflicts of interest, fraud, and non-compliance with
organizational or regulatory codes of conduct. This domain is particularly
critical within the Solvency Il governance framework, which mandates fit-
and-proper assessments for key function holders, and under anti-corruption
regulatory regimes.

Succession Risk reflects vulnerabilities in organizational continuity
arising from concentrated knowledge, inadequate succession planning, or
insufficient talent pipeline depth. For governance boards, succession risk in
senior leadership and key function positions represents a material strategic
risk requiring formal oversight.

Compliance Risk in the human capital context refers to potential
regulatory or legal violations arising from HR process deficiencies,
including discriminatory recruitment practices, non-compliant remuneration
structures, or inadequate documentation. In regulated industries, compliance
risk may have direct capital implications.

Organizational Culture Risk captures the systemic risks generated by
dysfunctional organizational cultures — including toxic leadership,
psychological unsafety, and value misalignment —  that impair
organizational performance and increase exposure to operational and
reputational risks.

The five risk domains of the PARI taxonomy are not theoretical
constructs but empirically grounded governance vulnerabilities with
documented financial and regulatory consequences. Table 2 synthesises the
available evidence base for each domain, presenting global prevalence data,
estimated financial impact, the applicable regulatory basis, the specific
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monitoring benefits enabled by PARI, and the governance consequences that

arise when these risks remain undetected (Table 2).

Table 2. Human Capital Risk Taxonomy: Empirical Evidence Base
and Governance Significance of the Five PARI Domains

Global Prevalence

Estimated

PARI Monitoring

Governance

Risk Domain (WEF 2020-2024) Financial Impact Regulatory Basis Benefits Conseque_:nces if
Unmonitored
Early gap .
87% of Solvency IT Art. detection: Strategic
or anisatigns I USD 1.3M avg. 42 - Fit& coacti e’ initiative failure;
1. Competency rigti | compet }:1 cost per unfilled Proper; 4 P 1 n:/ Nt Fit & Proper
Risk critical competency key-function role COSO ERM - evelopment, sanctions;
£4ps (Deloitte, 2022) strate ORSA reporting competitive
(McKinsey, 2023) ’ tegy. support; SCR -omp
execution risk - . disadvantage
loading reduction
Solvency II Art. Systematic Licence
34% of corporate USD 4.7B avg. 42 - Fit& integrity .
. .. . revocation;
. crises caused by loss from large- Proper; auditing; Fit &
2. Behavioural . | E P oolati EIOPA
Tntegrity Risk senior management scale corporate _ U roper violation scrutiny;
misconduct fraud Whistleblower prevention; SCR e utationalaan d
(EY, 2022) (ACFE, 2022) Directive manipulation I;e al losscs
2019/1937 protection g
86% of boards lack COso .E - Single-point-of- Organisational
. 18-24 months business .
a formal succession ave. performance continuity: knowledge paralysis;
3. Succession plan for >2 key & perto ontnuitys detection; talent concentrated
. recovery after Solvency 11 L S .
Risk roles . pipeline building; knowledge loss;
unplanned CEO Pillar IT — . N .
(Spencer Stuart, o disruption risk strategic
transition governance . . =
2023) . reduction discontinuity
continuity
. Legal claims;
0, 0, ]
67% of EUR20Mor 4% |- opp 2016/679; | Systematic HR supervisory
organisations had of global turnover - process review; )
. . EU Anti- . fines;
4. Compliance >1 major HR — max. GDPR S preventive .
. . Discrimination L reputational
Risk (HR) compliance penalty for A remediation; .
. . Directive; EU damage;
incident in 3 years personnel data regulatory fine .
labour law . operational
(PwC, 2023) breach protection . .
disruption
Early cultural Systemic
. . .USD 2238 COSO ERM - degradation performance
#1 highest-impact estimated annual . Lo . L
. . risk management indicators; erosion; latent
S. non-financial losses from toxic .

. L R . culture; reduced staff risk
Organisational organisational risk culture in large UK Corporate turnover: accumulation:
Culture Risk (WEF Global Risks US firms P urnovers umuwration;

Governance psychological catastrophic
Report, 2024) (MIT Sloan,
Code 2018 safety governance
2022) :
enhancement failure

Sources: McKinsey Global Institute (2023); Deloitte Human Capital Trends (2022); EY Integrity in the
Spotlight (2022); ACFE Report to the Nations (2022); Spencer Stuart Board Index (2023); PwC Global
Risk Survey (2023); WEF Global Risks Report (2024); MIT Sloan Management Review (2022); EIOPA
Supervisory Statement on Governance (2021).

The data synthesised in Table 2 confirm that human capital risks are not
peripheral concerns but principal determinants of organisational resilience,
regulatory compliance, and capital adequacy. The scale of documented
losses — particularly the USD 223 billion annual cost of organisational
culture dysfunction (MIT Sloan, 2022) and the USD 4.7 billion exposure
associated with behavioural integrity failures (ACFE, 2022) — establishes
that the absence of a structured, ERM-integrated personnel audit mechanism
is not a governance preference but a measurable governance liability. These
figures simultaneously underscore the potential value of the PARI
framework as a proactive risk governance instrument.
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The Three-Tier Governance Integration Model. The second component
of PARI is a three-tier governance integration model that positions personnel
audit activity at three distinct organizational levels, creating a coherent
vertical integration of human capital risk information:

Tier 1 — Operational Level: Personnel audit is conducted by HR
function professionals and risk controllers as a systematic evaluation of HR
processes, competency management, and compliance documentation.
Outputs include risk registers of identified human capital vulnerabilities,
compliance gap analyses, and early warning indicators.

Tier 2 — Tactical Level: Risk management and actuarial functions
synthesize Tier 1 outputs, integrating human capital risk data into the
organization's ERM system. This tier is responsible for the formal risk
classification, quantification (where feasible), and prioritization of human
capital risks, with direct linkage to the organization's risk appetite
framework.

Tier 3 — Strategic Level: The board of directors and governance
committees receive aggregated, analytically structured reports on human
capital risks, enabling informed oversight and strategic decision-making. In
regulated industries (insurance, banking), Tier 3 integration feeds directly
into ORSA processes under Solvency II, ensuring that human capital risks
are reflected in the organization's assessment of capital adequacy.

Regulatory Integration: Solvency Il and ISO 31000. The PARI
framework 1s explicitly aligned with international regulatory standards.
Within the Solvency II Pillar II governance architecture (Articles 44, 45, 48
of Directive 2009/138/EC), the actuarial function and risk management
function share oversight responsibilities that the PARI framework
structurally supports. The actuarial function's mandate to assess operational
risk inputs — including personnel-related risks — is formalized through
PARI's Tier 2 integration mechanism.

The fit-and-proper requirements of Solvency II (Article 42) represent a
recognized regulatory obligation that operationalizes Behavioral Integrity
Risk as defined in the PARI taxonomy. By providing a structured audit trail
of key function holder competency and integrity assessments, personnel
audit under the PARI framework directly supports Solvency II compliance
reporting.

ISO 31000:2018's risk management principles — particularly the
principles of structured comprehensiveness, dynamic responsiveness, and
best available information — are embodied in the PARI framework's
iterative, multi-tier risk data generation and governance integration logic.

The alignment of the PARI framework with international regulatory
standards is not merely declarative. Each element of the three-tier
governance model and the five-domain risk taxonomy corresponds to
specific provisions, principles, or components within the three principal
regulatory frameworks governing enterprise risk management. Table 3
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provides a systematic mapping of this regulatory correspondence,
demonstrating both the structural compatibility of PARI with existing
governance requirements and the specific articles or clauses that

operationalise each dimension of the framework.

Table 3. Regulatory Alignment of the PARI Framework:
Correspondence with Solvency I1, ISO 31000:2018
and COSO ERM 2017

Requirement / Principle

Solvency IT (2009/138/EC)

1SO 31000:2018

COSO ERM 2017

HR Risk Identification

Art. 44 — systems of
governance & internal
control; Art. 42 — Fit&
Proper obligations

Cl. 6.4.2 — context
establishment and risk
identification principles

"Review & Revision" —
strategy execution and
workforce capability risks

Risk Assessment &
Quantification

ORSA (Art. 45) — own risk
and solvency assessment;
SCR operational risk loading

Cl. 6.4.3 — risk analysis; CL
6.4.4 — risk evaluation
criteria

"Risk Review & Revision" —
risk tolerance and appetite
assessment

Board-Level Reporting

Pillar IT — governance
requirements (Art. 44-48);
SFCR public disclosure

Cl. 6.7 — communication,
consultation and reporting to
stakeholders

"Information, Communication
& Reporting" — board
intelligence

Risk Culture &
Governance

Art. 41 — system of
governance; EIOPA
guidance on risk culture

Cl. 4 — leadership and
commitment; Cl. 5.1 —
organisational context

"Governance & Culture" —
tone from the top and cultural
alignment

obligations

(2021)
. Art. 42 ongomng Fit & Cl. 5.4 — resource "Strategy & Objective-
Succession & Proper requirements; . . o o
assignment; competence Setting" — human capability
Competence competency assessment . .
maintenance and awareness requirements

Capital Implications

SCR Operational Risk
Module — loading for HR-

Principle-based; no

Integrated approach; HR risk

Compatibility

and the five-domain
taxonomy

risk domains and reporting
flows

(HR Failures) related operational risk prescribed HR capital linked to performa‘nce and
formula strategy objectives
events
HIGH - specific articles HIGH - principles
PARI Framework validate all three PARI tiers encompass all PARI levels, HIGH — ERM components

map directly to PARI three-
tier governance architecture

Sources: Directive 2009/138/EC of the European Parliament and of the Council (Solvency II); I1SO
31000:2018 — Risk Management Guidelines; COSO Enterprise Risk Management — Integrating with
Strategy and Performance (2017); OECD Principles of Corporate Governance (2015); EIOPA Supervisory
Statement on Governance (2021).

Table 3 confirms that the PARI framework does not require regulatory
innovation to be operationalised. Its structure is already implicitly mandated
— or at minimum strongly encouraged — by provisions of Solvency II, ISO
31000:2018, and COSO ERM 2017. What PARI provides is the explicit
conceptual architecture and the governance mechanism that translates these
regulatory imperatives into a coherent, vertically integrated system for
human capital risk governance. For regulated industries, particularly
insurance undertakings subject to Solvency II, the framework additionally
creates a structured audit trail supporting supervisory compliance with the
Own Risk and Solvency Assessment and the ongoing Fit & Proper
obligations for key function holders.
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Discussion. The PARI framework carries significant implications for
the practice of corporate governance in organizations operating within
complex and regulated environments. By formalizing personnel audit as a
risk-generating governance mechanism, PARI enables boards of directors to
exercise more substantive oversight of human capital risks — risks that, as
documented throughout this study, have been systematically
underrepresented at board level.

The framework's three-tier architecture directly addresses the problem
of governance information flows. The translation of operational-level
personnel audit findings into board-level risk intelligence — structured
through Tier 2 analytical synthesis — resolves the structural information
asymmetry between HR management processes and governance oversight
bodies. This is particularly relevant in the context of agency theory, which
identifies information gaps as primary sources of governance failure.

For risk management practitioners, the PARI framework provides a
structured mechanism for incorporating human capital risk data into ERM
systems, addressing the monitoring deficit identified in Global Risk Reports
and ERM research. The five-domain risk taxonomy provides a consistent
ontological foundation for risk identification, classification, and tracking
across organizational reporting periods.

Implications for Solvency Il Compliance and Capital Assessment. The
regulatory implications of PARI are particularly salient for insurance
undertakings operating under the Solvency II framework. The framework's
integration with ORSA processes enables organizations to provide regulators
with systematic evidence of human capital risk governance — an area
increasingly subject to supervisory scrutiny by the European Insurance and
Occupational Pensions Authority (EIOPA).

More substantively, the PARI framework creates a governance
architecture through which human capital risk data can, for the first time, be
formally considered in the determination of operational risk capital loadings
within the Solvency Capital Requirement (SCR) calculation. While
quantification of cultural and behavioral risks remains methodologically
challenging, the structured taxonomy provided by PARI creates a systematic
basis for qualitative risk assessment and scenario-based capital modeling.

Limitations and Avenues for Future Research. This study
acknowledges several limitations inherent to conceptual research design.
The PARI framework has not been empirically validated through case study
analysis, survey research, or experimental methods. Its practical
effectiveness in diverse organizational contexts remains an empirical
question requiring systematic investigation. Furthermore, the quantification
of human capital risks within SCR calculations presents significant
methodological challenges not fully resolved by the present study.

Future research should pursue three primary directions. First, empirical
case studies examining PARI implementation in regulated industries —
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particularly insurance and banking — would test the framework's practical
utility and identify contextual refinements. Second, methodological research
into the quantification of human capital risks for ERM and capital modeling
purposes would address the most technically challenging dimension of the
framework. Third, cross-national comparative research examining how
different regulatory and cultural contexts affect the operationalization of
human capital risk governance would extend the framework's
generalizability.

Conclusions. This study has addressed a significant gap in
contemporary corporate governance research by proposing the Personnel
Audit Risk Integration (PARI) framework — a novel three-tier conceptual
model that systematically repositions personnel audit from a compliance
mechanism to a strategic, risk-based governance instrument embedded
within enterprise risk management architectures.

The primary theoretical contributions of this research are threefold.
First, the development of a structured five-domain human capital risk
taxonomy — encompassing competency, behavioral integrity, succession,
compliance, and organizational culture risks — provides a coherent
ontological foundation for systematic risk identification within HRM
processes. Second, the three-tier governance integration model establishes
the vertical architecture through which personnel audit findings are
translated from operational risk data to board-level governance intelligence,
resolving the structural information asymmetry that has historically excluded
human capital risks from strategic governance oversight. Third, the explicit
regulatory grounding of PARI within the Solvency II Directive, ISO
31000:2018, and COSO ERM 2017 ensures the framework's compatibility
with internationally recognized governance standards and creates a direct
pathway for the inclusion of human capital risks in capital adequacy
assessments.

The broader significance of this research lies in its demonstration that
human capital governance is not a peripheral HRM concern but a material
dimension of organizational risk that demands integration into corporate
governance systems at the highest level. As organizations navigate
increasing environmental uncertainty, regulatory complexity, and
competitive pressure, the systematic governance of human capital risks —
enabled by structured personnel audit mechanisms — becomes an essential
component of organizational resilience and sustainable performance.

The PARI framework offers a conceptually rigorous and practically
applicable foundation for advancing this integration, contributing to the
development of more comprehensive, transparent, and effective corporate
governance systems in the twenty-first century organizational landscape.
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