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ABSTRACT
Human resource accounting is the procedure to recognize
and report the investments made in the Human Resources
of an Organization that are currently not accounted for in
the conventional accounting practices. It is an expansion of
the Accounting Principles of matching the costs and
revenues and of organizing data to converse significant
information. Normally, human resource Accounting (HRA)
engages accounting for the organization's management
and employees as human capital that provides future
benefits. In the human resource accounting approach,
expenditures associated with human resources are reported
as assets on the balance sheet in contrast to the
conventional accounting approach which treats costs
related to a company's human resources as expenses on the
income statement that decrease profit.
Hence, it is apparent that the research efforts should be
directed towards understanding the role of accounting and
auditing of human resources in the financial institutions in
Amravati Region.
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INTRODUCTION
Organisations such as Banks, Non
Banking Financial Institutions,
Asset Management Firms and
Insurance Companies etc., which
are involved in providing various
types of financial services to their
customers, are known as Financial
Institutions. Some of them
function as mediators in share
markets and debt security
markets. Without the financial
services rendered by financial
institutions entire economy will
come to a grinding halt. Monetary
organizations give administration
as mediators of the capital and
obligation markets. They are
answerable for moving assets from
speculators
to
organizations,
needing those assets. The
nearness of budgetary foundations
encourages the progression of
cash through the economy. To do
as such, reserve funds are pooled
to alleviate the hazard brought to
give assets to credits. Such is the
essential methods for storehouse
establishments to create income.

________________________________________________________________________________________
Available online at www.lbp.world

1

ROLE OF ACCOUNTING AND AUDITING OF HUMAN RESOURCES IN THE FINANCIAL …….

Volume - 4 | Issue - 2 | September – 2016

______________________________________________________________________________
Furthermore, the increasing competition and high industrialization has presented a challenging situation
for the financial institutions, to retain the best performers. In view of the sustainable development of
the financial sector in general and that of institutions in particular, it necessary to develop new
strategies as well as policies for employee retention. Essentially, this sustainability can be achieved only
by the vision of top management (that gives strategic direction to the institution) and the human
resource management department (which is involved in the development and operationalization of
various policies).
The human resources department function has evolved and broadened in scope and
functionality and has assumed varied roles such as the “people’s people,” “change agent,” and “strategic
business partner,” to name a few. These new approaches to HR have opened new horizons for the HR
function and have given HR professionals the opportunity to establish better credibility both at the
strategic and functional level. The paradigm of HR function has shifted from qualitative to quantitative in
nature. HR today speaks the language of numbers: the same language management speaks, understands
and expects from its HR department, thus giving HR a more strategic outlook. Recently, the role of HR
function has changed remarkably. However, there is always scope for improvement which can’t be
ignored. For HR, the diagnosis of improvement areas can be done through one essential tool: the HR
Audit.
RESEARCH METHODOLOGY
The researcher has adopted analytical, descriptive and comparative methodology for this
report; reliance has been placed on books, journals, newspapers and online databases and on the views
of writers in the discipline of Competition law.
AIM & OBJECTIVE
 To study the prevailing HR audit and accounting practices in the financial institutions of the Amravati
region.
 To study the factors affecting efficiency of the employees of financial institutions of the Amravati
region.
 To study the factors affecting productivity of the employees of financial institutions of the Amravati
region.
HUMAN RESOURCE ACCOUNTING & AUDITING
Human Resource Accounting is Assigning, budgeting, and reporting the cost of human resources
incurred in an organization, including wages and salaries and training expenses. Human is the center
factor and which is required to be perceived before some other 'M's But till now an earnest need based
alteration is required while distinguishing and estimating information about HR. In this paper my goal is
to recognize the broad utilization of Lev and Schwartz model of Human asset bookkeeping,
notwithstanding a few scrutinized from different sides with respect to its pertinence.
Auditing, in simple terms, is described as a diagnostic tool to gauge the current status of
operations and to identify the gaps between what is intended and what is actually being delivered. The
HR audit is a systematic process to examine the HR strategies, policies and procedures being practiced in
an organization. Although HR audit is not a new concept, it is one that is not generally utilized as part of
an organization’s audit cycle. The foundation of HR Audit is based upon the understanding that the
business environment is dynamic and ever-changing. Human resource processes and practices need to
be adaptive and responsive to such changes as these practices have an impact on employee morale,
performance and, ultimately, organizational competitiveness. The scope of HR audit is very
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comprehensive in nature, as it requires a thorough assessment and evaluation of HR function and is not
a mere personnel activity. It generally covers three important areas: HR policies and practices; HR
professionals; and HR department. These three broad categories of the audit tend to find out the
current state, the gaps between the current and desired states, their link with the overall strategy and
the compliance level with the laws and regulations. HR Audit implies the orderly check of occupation
investigation and plan, enrollment and choice, direction and arrangement, preparing and advancement,
execution examination and occupation assessment, representative and official compensation,
inspiration and confidence, participative administration, correspondence, welfare and standardized
savings, wellbeing and wellbeing, mechanical relations, exchange unionism, and debates and their goals.
HR review is particularly valuable to accomplish the authoritative objective and furthermore is a crucial
device which evaluates the viability of HR elements of an association.

Sr. No.
1.
2.
3.
Total

Table 1:Opinion of authorities regarding appropriateness of HR audit
practice followed in their institution
Responses
Frequency
Percentage
Yes
18
72
No
4
16
Uncertain
3
12
25
100
Source: Survey Data

Table 1 shows opinion of authorities regarding appropriateness of HR audit practice followed in
their institution. It is apparent from the data that according to 72% authorities HR audit practice
followed in their institution is appropriate, whereas 16% authorities reported that HR audit practice
followed in their institution is inappropriate. Furthermore 12% authorities were uncertain regarding
appropriateness of HR audit practice followed in their institution. Hence, it is evident from the above
information that HR audit practice followed in majority of financial institutions in Amravati City is
appropriate.
Table 2: Opinion of authority regarding remarkable scope for improving efficiency and productivity of
the employees in institution
Sr. No.
Responses
Frequency
Percentage
1.
Yes
16
64
2.
No
5
20
3.
Can’t Say
4
16
Total
25
100
Source: Survey Data
Table 2 shows opinions of authority regarding remarkable scope for improving efficiency and
productivity of the employees in institution. It is observed that according to 64% authorities there is
remarkable scope for improving efficiency and productivity of the employees in institution, whereas 8%
authorities didn’t think so. Furthermore, 16% authorities were uncertain regarding remarkable scope for
improving efficiency and productivity of the employees in institution. Thus it is evident on the basis of
above information that there is remarkable scope in majority of financial institutions in Amravati city for
improving efficiency and productivity of the employees in institution.
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CONCLUSION:The Human Resource Audit is an organized official process, which is designed to investigate the
strategies, policies, procedures, documentation, structure, systems and practices with respect to the
organization's human resource management. It systematically and scientifically evaluates the strengths,
constraints, and developmental needs of the existing human resources in order to improve
organizational performance. The human resource audit is based on the principle that human resource
processes are dynamic and must constantly be redirected and revived to remain responsive to the
changing needs. Human Resource Audits are not regular practices aimed at problem solving. Instead of
directly solving problems, HR audits, help in providing insights into probable causes for existing and
future dilemmas.
 Both internal and external audits were conducted in 100% financial institutions in Amravati City.
 Majority of financial institutions in Amravati city conducted internal audits annually.
 External audit is conducted on annual basis in majority of financial institutions in Amravati City.
 In majority of financial institutions HR audit is conducted by private agencies.
 Factors such as remuneration, personal problems faced by employees, promotion system,
organization culture, HR practices, managerial attitude towards employee and lack of motivation are
crucial in affecting productivity of employees working at financial institutions in Amravati City.
 There is remarkable scope in majority of financial institutions in Amravati city for improving
efficiency and productivity of the employees in institution.
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