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DEVELOPMENT OF THE HUMAN RESOURCE
AUDIT SYSTEM ELEMENTS BASED ON
INTERNATIONAL EXPERIENCE

Introduction. Enterprises regularly review business
processes and procedures to increase productivity and
efficiency. Similar to a financial or tax audit, an HR audit
gives businesses the opportunity to identify any potential
human resources compliance issues and establish HR best
practices. The results of the economic activity of the
enterprise depend on the efficiency of the use of living labor
— the most crucial factor of production, because the
enterprise was created by the person himself to meet his
needs.

Aim and tasks. The purpose of the research is to
develop the human resource audit system elements based on
international experience.

Results. The problem of controlling the formal aspects
of staffing and documentation arises because of the rapid
tendency for human resources to be prioritized by any
structure that carries out socio-economic activities. Such
control is the prerogative of the state and is punitive and
administrative in nature. Lack of staff documentation,
violation of labor law leads to financial losses due to fines
and also loss of reputation of the business structures. At the
same time, building a human resources management system
for businesses is an individual right and aims to maximize
their employees potential. There exist some steps for
conducting HR audit: determine the scope; create a plan;
gather and analyze the data; utilize benchmarks and best
practices; make a report; present it to senior leadership;
create an action plan; evaluate the progress. Elements of a
personnel audit system are proposed: monitor employee
record keeping processes; review organization’s recruitment
and selection processes; examine workplace safety measures
and risk management practices; evaluate training and
employee development opportunities; review employee
relations processes; compile compensation and benefits
information.

Conclusions. An HR audit is a tool to help a
company determine that the HR department is functioning
the way it is supposed to and covering everything it is
chartered to cover. It is a specific look at the current state of
HR and whether its specific practices are protecting the
company and providing for the best use of their ‘human’
resources.

Keywords: HR audit, personnel audit, international
experience, personnel functions
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PO3POBKA EJJEMEHTIB CHCTEMU
MPOBAUKEHHS KAJIPOBOTO AYVINUTY HA
3ACAJAX BUKOPUCTAHHS
MIKHAPOJIHOTO JOCBIJIY

Beryn. IlignpuemctBa i miABUIIEHHS MPOIYKTUBHOCTI
Ta e(EeKTUBHOCTI PETyJISPHO MEPETIIAIaloTh Oi3HEC-TIPOIECH Ta
npouenypyu. AHaiorivHo 10 (piHAHCOBOrO YW MOJATKOBOTO
ayauTy, ayauT 3 [HTaHb  JIIOJCHKUX  pecypciB  Jae
MiIIPUEMCTBAM MOKJIUBICTh BHUSBHTH Oyab-sKi TOTEHIIHHI
npobiemMu y cdepi ynpaBIiHHS MEPCOHAIOM Ha IiANPUEMCTBI
BCTAaHOBUTH  HAWKpamli  MpakTUKW  IMOAO  YIpPaBIiHHSA
MIEPCOHATIOM.

Mera i 3aBaannsi. Metoro poboTH € po3poOKa eIeMeHTIB
CHCTEMH TPOBA/KEHHS KaJApOBOI'O AayauTy Ha 3acaaax
BUKOPHUCTAHHS MIKHApOIHOTO JOCBiNY.

PesyabraTn. I[IpobGrema koHTpomo 3a QopMarbHUMHU
acrieKTaMM  yNpPaBJIIHHS IEPCOHAIOM Ta JOKYMEHTAI€l0
BUHUKA€E 4Yepe3 IIBUJKY TEHICHII0 A0 TOro, M0 JOJCHKUM
pecypcaM HaIaeTbCcs NPIOpPUTET Oyab-sAKiH CTPYKTYpi, sKa
3[IHCHIOE COILIaJIbBHO-EKOHOMIUHY AiSTIbHICTh. TaKuil KOHTPOIb
€  IpeporaTMBOIO  JepXaBM 1  HOCUTh  KapajbHO-
aZMIHICTPaTUBHUHN XapakrTep. BincyTHicTe qokymeHTamii mpo
NepCoHa, MOPYIIEHHS 3aKOHOJAaBCTBA MPO MPALO MPU3BOAUTH
10 (GiHaHCOBMX BTpaT dYepe3 wmTpadu Ta BTpaATy pemyTamii
Oi3Hec-CTpykTypu. Y TOH ke dac moOyaoBa CHCTEMHU
YIOpaBIiHHS  JIIOJACBKHMHU  pecypcamu i Oi3Hecy €
IHAMBINyaJIbHUM TIpaBOM 1 CHpPsIMOBaHA HAa MaKCHMIi3allio
NOTEHIIaly CBOIX HpauiBHUKIB. [ mpoBeIeHHsS KaJIpOBOIO
ayaUTy € KUIbKa KpPOKIB: BH3HAueHHs cdepu; po3poOIeHHS
IUIaHy; 30MpaHHs Ta aHaTi3yBaHHs JaHWX; BUKOPUCTOBYBAHHS
OpIEHTHPIB ~Ta  Kpalli NPaKTUKHA; CKIAJaHHA  3BIiTY;
NPE3eHTYBAaTH  KEpIBHUITBY;  CTBOPEHHS  IJIaHy  JiH;
OLIIHIOBAHHS TPOrpecy. 3ampoIllOHOBaHI E€JIEeMEHTH CHCTEMHU
NPOBAPKEHHS  KaJpOBOTO AayAWUTy: MOHITOPUHI HPOIECIB
BEJICHHs OOJIKYy MpAaIliBHUKIB; MEPerysia mpoueciB Habopy Ta
BimOOpy opraxi3ailii; BUBUYEHHS 3aXOiB O€3MeKH Ha poOoUOMy
MICIIi Ta IPAKTUKU YIPABIIHHS PU3UKAMH; OL[IHKA MOKJIMBOCTI
HaBYaHHSA Ta PO3BUTKY CHIBPOOITHHKIB; HEPErysii IpoIeciB
BIIHOCMH 3 TpaliBHUKaMH; CKIagaHHs iHdopmamii 1po
KOMIIeHCaLii Ta MUIbrH.

BucHoBKH. AyIUT 3 MUTaHb MEPCOHANY - 1I€ IHCTPYMEHT,
SKUI JIOTIOMara€ KOMIIaHii BW3HAYUTH, 0[O0 BIAIUT KajapiB
MpaIoe Tak, SK HaJNEXKHUTh, 1 OXOIUIIOE BCE, 3a IO BiH Mae
BimmoBigatu. lle cmemudiyamii morisg Ha Cy4acHHH CTaH
NepCOoHAy Ta Ha T€, YN 3aXMIIAI0Th HOT0 KOHKPETHI MPaKTUKU
KoMmMaHii Ta 3a0e3nedyloTh HalKpalle BHKOPHUCTaHHS IXHIX
"MroACchKHUX" pecypciB.

KirouoBi ciaoBa: kaapoBuil ayauT, ayAMT II€pCOHANy,
MDKHApOJIHHUM 10CBiA, KaIpoBi QyHKILII.
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Introduction. Businesses want to know
that they’re operating effectively and
efficiently. So, they regularly review
processes and procedures to ensure that they
are. Similar to a financial or tax audit, an HR
audit gives businesses the opportunity to
identify any potential human resources
compliance issues and establish HR best
practices.

One of the reason, why it is very
important for an employer to conduct
regularly an HR analysis of their policies and
practices, is the multitude of laws affecting
each stage, step of the employment process.
HR audit can help to identify normative
compliance issues if they exist and also to
avoid potentially costly fines and/or lawsuits,
if otherwise ignored.

The problem of controlling the formal
aspects of staffing and documentation arises
because of the rapid tendency for human
resources to be prioritized by any structure
that carries out socio-economic activities.
Such control is the prerogative of the state
and is punitive and administrative in nature.
Lack of staff documentation, violation of
labor law leads to financial losses due to fines
and loss of reputation of business structures.
At the same time, building a human resources
management system for businesses is an
individual right and aims to maximize the
potential of their employees.

Analysis recent research and
publications. In terms of HR, personnel
audit, there is not much new research, as a
rule they copy each other. But, anyway, we
should talk about such scholars as, for
example: P.Kumah, Yaokumah and Okai
(2019) — 1investigation of the conceptual
model and empirical assessment
of HR security  risk  management  [1],
Klychova,Zakirova and Kamilova (2016) —
investigation of  the methodological
instruments of social audit [2], Bargerstock
(2000) investigation of the HRM
effectiveness audit: A tool for managing
accountability in HRM [3], G.Batra (1996) —
investigation of the human resource auditing
as a tool of human resource valuation:
Interface and emerging practices [4].
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In this context, it is worth focusing not
only on theoretical research, but also on
practical areas of personnel auditing by
domestic companies.

Aim and tasks. The purpose of the
research is to develop the human resource
audit system elements based on international

experience.

Results. A HR audit is a means of
reviewing current policies, procedures,
documentation and  systems of the
organization, and highlighting areas for

improvement or updating to remain compliant
with the most recent lwas, regulations and
rules.

An effective human resources (HR)
audit looks into every discipline of the human
resources function. HR disciplines include
recruitment and selection, workplace safety
and risk management, training and
development, employee relations, and
compensation and benefits.

In order to perform an in-house audit,
company must have the following [5, p. 5]:

— expertise in the area to be audited;

— time to thoroughly explore problems;

— willingness to not only dig into current
practices, but also make changes;

— influence to implement those changes
company-wide.

Without those four things, an HR
process audit is doomed to cause headaches
and waste time. Fortunately, an in-house audit
is not the only option available to you.
Company can also employ an outside
consultant or consulting agency who can
conduct the audit instead.

But before company begin conducting
some kind of review, it is better to determine
which aim it is needed to achieve. For
example, some objectives could be like:

- find out the reason why there is
deplorable reviews on employee feedback
sites;

—discover the reason of the low level of
your retention rate;

—-review if the hiring processes
primitive, outmoded nowadays.

There exist some steps for conducting
HR audit (table 1).
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Table 1. HR audit checklist

Step

Content

1. Determine
scope

First move of conducting an HR audit is to determine a scope of the audit. Scope —
how much an organization wants to evaluate or investigate effectiveness,
competence in the current operations and practices? If an HR audit has never been
provided, a comprehensive review of whole procedures and policies is required.
After that, businesses can choose if it is necessary to provide audits focused on
specific HR functions (record keeping, payroll. etc)

2. Create a plan

Next move is to create an exactly plan of audit conducting. Identify the goals, form
an audit team and create a timeline for audit completing. This step includes creating
an in-depth questionnaire to provide consistency in the data gathering process.

3. Gather and
analyze the data

Once the audit begins, the audit team should gather all the applicable documents and
forms under the scope of the audit. The audit team should also review current and
potential legal actions.

4. Create an
action plan

When audit is complete, firm executives meets with an audit team to discuss any
findings and create a plan to eliminate each problem or area of concern identified in
the report. Action items can include some novelties, changes to procedures, policy,
training practices. Organizations may also consider their available resources while
setting a deadline to correct noncompliance issues, provide any corrective actions are
realistic, achievable. In addition, organizations should also provide effective steps to
ensure the audit information is confidential and in safety from unintentional
disclosure.

5. Evaluate the
progress

After the time corrective measures have been implemented, it is better for
organization to continuously monitor and periodically review the modern processes
or procedures to be sure that organization still compliant.

Source: formed by the author on the basis of [6-8]

Usually, for example, an HR compliance
audit will consist of the two main elements [9]:

1. Evaluation of the organization’s
operational HR policies, practices and processes
and their effectiveness in achieving strategic
organizational goals related to activities such as
employee relations, retention, performance
management, hiring, training, etc.

2. Assessment of actual HR metrics for
reasonableness and results. Such metrics
might include indicators such as time to fill a
new position, turnover, employee satisfaction,
etc.

Before starting the assessment, you can
create a checklist to stay organized and
efficient throughout the auditing process [10;
17]. This list contains detailed questions
which apply to the different areas of HR and
is typically a couple of pages long. Audit can
also be break down into a smaller assessments
by dividing the questions, which will make it
easier to complete. Additionally, the format of
the checklist can also be decided.
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Auditor have a right to choose to answer
“yes” or “no” to questions or allow a more
detailed answer. Breaking the HR audit process
into steps makes it easier to ensure you’re
fulfilling certain criteria [11; 18-19]:

— Compliance: whether your
documentation is up to date with current
employment law.

- Best practice: whether your procedures
are following best practice as outlined by the
HSE.

— Strategy: have a strategic plan for your
company, how well do your processes and
procedures align with it?

— Functions: You can break this category
down into further criteria, but essentially it
reviews how each area of HR performs within
your business. Areas such as recruitment,
training, employee relations, performance
management, and so on.

To understand if your HR audit processes
meet all the requirements checklist, you need
to do some steps (table 2).
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Table 2. Elements of HR audit checklist

Element Content Some key metrics
1. Monitor employee record | Investagate state regulations about employees’ | Hiring (Job
keeping  processes for | personnel files access and ensure that | descriptions,  forms,
compliance with current | organization workplace policies are congruent | medical information,
state regulations concerning | with current state law. There are no federal laws | job  postings, data
what constitutes a personnel | that mandate employee access to personnel files; | protection, background
file of the employee. anyway, the U.S. Equal Employment Commission | checks, employment
and the U.S. Department of Labor promulgate | contracts, etc.)
rules on record retention for employee files.
2. Review organization’s | Title VII of the Civil Rights Act of 1964 prohibits | Communication of
recruitment and selection | employers from engaging in discriminatory | policies/procedures,
processes to ensure that they | practices related to recruiting, hiring and all other | employee handbooks,
are nondiscriminatory and | employment actions. Be sure that your | induction/training,
that they comply with equal | employment advertisements, structured interview | discrimination and
employment opportunity | questions and pre-employment tests are | harassment.
policies. straightforward and unbiased.

3. Examine workplace safety
measures and risk
management practices.

The U.S. Occupational Safety and Health
Administration enforces safety laws for most
employers. The agency also provides technical
guidance for companies whose employees handle
complex machinery and equipment and dangerous
chemicals and substances. Ensure your workplace
safety logs and reporting processes are in
compliance with both federal and state
regulations.

Formal pay structure,
pay reviews, working
time, paid time off,
sick leave/absence,
flexible working.

4. Evaluate training and
employee development
opportunities to reveal any
disparities in  training
methods or accessibility by
employees.

At a minimum, employees should be required to
complete new hire orientation and mandatory
training on workplace policies pertaining to fair
employment practices, sexual harassment and
reporting employee complaints.

Compliance training
(effectiveness & cost).

5. Review employee | Employee relations matters can sometimes lead to | Performance

relations processes to | costly litigation. Therefore, managing your | evaluation, staff

determine if your workplace | organization’s investigation and resolution | policies, = complaints

investigations are conducted | processes is important for minimizing your | policy, disciplinary

in a manner that assures | liability for claims related to unfair employment | policy, whistleblower

employees their concerns | practices. policy. Discrimination

will be handled by a human and harassment

resources  staff  member training, equality

specially trained to handle training,

sensitive matters supervisor/manager

training.

6. Compile compensation | Ensure your organization’s privacy officer is | Employee perks,

and benefits information. qualified to handle confidential records | membership schemes,
containing employees’ medical information and | performance  related
that the officer understands how to apply | pay, who administers
standards under the Health Insurance Portability | benefits?

and Accountability Act (HIPAA) and the Family
and Medical Leave Act (FMLA). Review your
salary practices for compliance under applicable
minimum wage laws and employee classification
for nonexempt and exempt status.

Source: formed on the basis of [11-13]
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Other key metrics that are useful to collect
data on, can be [13]: overtime expenses,
productivity, employee happiness, retention
rate. Collecting data for an audit begins with an
audit questionnaire. The questionnaire is a list
of everything you would like to investigate or
check on. It’s a starting point that will guide you
in the direction for actual data collection. For
example, if you are auditing your hiring and
staffing processes, your questionnaire might
include items like [5]:

— Does your recruitment process include
defining the job with the hiring manager before
advertising openings?

— Are your job advertisements compliant
with non-discrimination, equal employment and
disability regulations?

— Do you use a structured interview process
with legally-compliant interview questions?

A well-done performed audit will reveal
problem, weak areas and  provide
recommendations and suggestions for such
problems elimination. It can be defined some
main reasons of conducting such type of audit,
including [11]:

—ensuring the effective utilization of the
organization’s human resources;

—-reviewing compliance in relation to
administration of the organization;

—instilling a sense of confidence in
management and the HR function;
- maintaining or enhancing the

organization and the department’s reputation in
the community;

—performing “due diligence” review for
shareholders or potential investors/owners;

—establishing a baseline for
improvement for the function.

Once the consultant has presented the
audit findings to the HR professionals and

future

Audit results should also be shared with
the members of the HR team, and employees
in general, so they are aware of what came out
of the audit — what’s working, and areas
identified for improvement.

Moving forward with the audit findings
and recommendations, the senior management
team will want to ensure that the HR metrics
continue to be relevant to organizational
strategies and goals. Collecting data on
Health Care Cost per Employee 1is a
meaningless activity unless someone is using
that information for analyzing employee
benefit costs.

Be careful that your organization doesn’t
fall into the trap of continuing to measure a
factor that is no longer considered relevant by
the management team. Be strategic with the
metrics and align them with the key objectives
they relate to [9].

The time and cost of the audit will
depend on the scope and size of the
organization. However, you can be assured
that the audit will cost less than defending the
organization in court with a team of attorneys.

Conclusions. An HR audit is a tool to
help a company determine that an HR
department is functioning the way it 1is
supposed to and covering everything it is
chartered to cover. It is a specific look at the
current state of HR and whether its specific
practices are protecting the organization and
providing for the best use of their ‘human’
resources.

Conducting a meticulous review of
the “current, actual state” of HR practices and
results will give the opportunity to
the HR consultant to evaluate the
effectiveness of the operations as well as

senior management, the next step is to aid the the alignment of specific practices with
team in developing a roadmap of actions to be  strategic  organizational goals, and legal
taken to close the identified gaps [14]. compliance.
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