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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 NagpurCity. 

INTRO DUCTIO N 
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. Financial institutions provide service as intermediaries of the capital and debt markets. They 
are responsible for transferring funds from investors to companies, in need of those funds. The presence of 
financial institutions facilitates the flow of money through the economy. To do so, savings are pooled to 
mitigate the risk brought to provide funds for loans. Such is the primary means for depository institutions to 
develop revenue. 

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. 

 
 
RES EARCH METHO DO LOGY 
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. 
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AIM & OBJECTIVE 
 To study the prevailing HR audit and accounting practices in the financial institutions of the 

NagpurCity. 

 To study the factors affecting efficiency of the employees of financial institutions of the NagpurCity. 

 To study the factors affecting productivity of the employees of financial institutions of the NagpurCity. 

HUMAN RESO URCE ACCO UNTING & 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 core factor and which is 
required to be recognized prior to any other 'M's But till now an urgent need based modification is required 
while identifying and measuring data about human resources. In this paper my objective is to identify the 
extensive use of Lev & Schwartz model of Human resource accounting, in spite of several criticized from 
various sides regarding its applicability. 
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 comprehensive in nature, as it  requires a thorough 
assessment and evaluation of HR function and is not a mere personnel activity. It  generally covers t hree 
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 means the 
systematic verification of job analysis and design, recruitment and selection, orientation and placement, 
training and development, performance appraisal and job evaluation, employee and executive remunerat ion, 
motivation and morale, participative management, communication, welfare and social security, safety and 
health, industrial relations, trade unionism, and disputes and their resolution. HR audit is very much useful t o 
achieve the organizational goal and also is a vital tool which helps to assess the effectiveness of HR 
functions of an organization. 

Table-1: O pinion of authorities regarding appropriateness of HR audit practice  followed in their 
institution 

Sr. No. Responses Frequency Percentage 
1. Yes 18 72 
2. No 4 16 
3. Uncertain 3 12 

Total 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 Nagpur City is appropriate. 
Table-2: O pinion of authority regarding remarkable scope for improving efficiency and productivity 

of the employees in institution 
Sr. No. Responses Frequency Percentage 

1. Yes 16 64 
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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 Nagpur city for improving efficiency and 
productivity of the employees in institution. 

CONCLUSIO N 
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 Nagpur City. 

 Majority of financial institutions in Nagpur city conducted internal audits annually. 

 External audit is conducted on annual basis in majority of financial institutions in Nagpur 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 Nagpur City. 

 There is remarkable scope in majority of financial institutions in Nagpur city for improving efficiency 
and productivity of the employees in institution. 
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