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Why HRD Audit?
In the last two decades a large number of corporations have established Human Resources Development Departments, introduced new systems of HRD, made structural changes in terms of differentiating the HRD function and integrating it with HR function.  A good number of CEOs saw a hope in HRD for most of their problems, issues and challenges. HR systems are people intensive and require a lot of managerial time. There are examples of corporations where HRD has taken a driver’s seat and has given a lot of benefits. In to-days competitive world, “people” or employees can give a good degree of competitive advantage to the company. To get the best out of HR, there should be a good alignment of the function, its strategies, structure, systems, and styles with business and its goals (financial, customer etc. parameters). It should be aligned both with the short-term goals and long-term strategies. If it is not aligned, HR could become a big liability to corporations. Besides this alignment, the skills and styles of HR staff, the line managers and the top management should synergies with the HR goals and strategies. HRD audit is an attempt to assess these alignments and ensure the same.

HRD audit is a comprehensive evaluation of the current human resource development strategies, structure, systems, styles and skills in the context of the short and long-term business plans of a company.  HRD audit attempts to find out the future HRD needs of the company after assessing the current HRD activities and inputs available. 

 In the last few years Dr. T. V. Rao along with his colleague Dr. Udai Pareek pioneered in India, a methodology for auditing HRD function and implemented the same in a good number of Indian companies.  This note describes below the basic concepts behind HRD audit.

HRD Score card

On the basis of HRD audit a Score is assigned to the company, which indicates the level of HRD in relation to four dimensions. HRD Systems Maturity, HRD Competencies (including the competencies of line managers, union leaders, top management and the HRD department and its structure), HRD styles and culture, and Business linkages of HRD. The scorecard is a form of rating of the level of maturity of HRD in the company.

Concepts of HRD Audit

· HRD Audit is Comprehensive

HRD audit starts with an understanding of the future business plans and corporate strategies.  While HRD audit can be done even in organizations that lack well formulated future plans and strategies, it is most effective as a tool when the organization already has such long-term plans.  The HRD audit starts with attempts to answer the following questions:                       

· Where does the company want to be ten years from now, three years from now and one year from now?  (Answers to this question ensures business linkages part of the HRD score card) 

Answer to this question needs to be provided by the top-level management.  If there are long-term plan documents these are reviewed.  On the basis of the answers to these questions the consultants finalize the subsequent audit strategies and methodology.  The consultants make an attempt to identify the nature of core competencies the organization needs to develop in order to achieve its long-term, five to ten year plans.  The consultants also attempt to identify skills required to be developed by the company at various levels (example - workmen level, supervisors level, junior management level, middle management level, top management level, etc.) and with respect to various functions (finance, production, marketing, etc.).  Listing all these core competencies and skills for the future is the starting point of HRD audit.  The HRD audit normally attempts to assess the existing skills and the competency gaps in order to achieve the long-term business goals and short-term results of the company. The competencies may deal with technical aspects, managerial aspects, people related or conceptual. They may cover knowledge base, attitudes, values and skills.

· What is the current skill base of HRD staff in the company in relation to various roles and role requirements? (HRD Competencies Score on the HRD score card)
This is assessed through an examination of the qualifications of HRD staff, job descriptions, training programmes attended, etc.  Besides this, through interviews an attempt is normally made to identify the skill gap in the organization. Training needs and performance appraisal forms provide further insights. Departmental heads and other employees provide insights into the competency and other skill requirements.

· What are the HRD sub-systems available today to help the organization build itself competency base for the present, immediate future as well as for long-term goals? (HRD systems maturity score of the HRD score card)

The auditors attempt to identify various HRD sub-systems that are available to ensure the availability, utilization and development of skills and other competencies in the company.  All the HRD tools existing in the organization are listed and studied in detail.

· What is the current level of effectiveness of these systems in developing people and ensuring that human competencies are available in adequate levels in the company?  (HRD systems maturity on the HRD score card)

Assessing the effectiveness of each system makes this.  For example, discussing with employees, individually and in groups, about the efficacy of the system, assesses the effectiveness of performance appraisal system.  The auditors look at the appraisal forms, look at the linkages between appraisal and training, conduct questionnaire surveys to assess the extent to which coaching and other components of other appraisals are being utilized and also conduct workshops if necessary to assess the effectiveness of these systems.  Similarly, in relation to induction training, the consultants make it a point to meet those who have been through the induction training recently or those who are in the process of being inducted into the company and take their views to improve the induction training methodology etc.

· Does the HRD structure exist in the company adequate enough to manage the HRD in the company? (Contributes to HRD competencies score)

In the next stage, an attempt is made by the auditors or consultants to examine whether the HRD structure at present can handle the pressing and future HRD needs of the company.  This examination will assess the existing skill base of the HRD staff of the company, their professional preparation, their attitudes, their values, their developmental needs, the line managers perceptions regarding them, etc.  In addition to examining the full time staff, the HRD structure is also assessed in terms of use of task forces and other mechanisms.

· Are the top management and senior manager styles of managing people in tune with the learning culture? (Answers to these questions contribute to the HRD culture score of the HRD score card)

Here an attempt is made to examine the leadership styles, human relations skills, etc. of senior managers. The extents to which their styles facilitate the creation of a learning environment are examined.

· HRD Audit Examines Linkages with Other Systems

The HRD audit also examines the linkages between HRD and other systems like total quality management, personnel policies, strategic planning etc.

Suggestions are made on the basis of evaluation on the above questions about the future HRD strategies required by the company, the structure the company needs to have for developing new competencies and the systems that need to be strengthened, the styles and culture that has compatibility with HRD processes in the company particularly the styles of the top management, etc.

· HRD Audit is Business driven
HRD audit always keeps the business goals on focus. At the same time, it attempts to bring in professionalism in HRD. In keeping the business focus at the centre, HRD audit attempts to evaluate HRD strategy, structure, system, staff, skills and styles and their appropriateness.

HRD Audit is not a problem solving exercise. It may not be able to provide any solutions to specific problems the organizations is facing  - for example Industrial Relations problem, or discipline problem, poor performance problems etc. However, it may be able to throw insights into the sources for the problem. It will not give feedback about specific individuals. It will however give feedback about the HRD department, its structure, competency levels, leadership, processes, influence of the HRD on the other systems etc. HRD audit is against the HRD framework

HRD audit is comprehensive. However it is possible to focus on one or more systems thoroughly.

Action on HRD audit is entirely in the hands of the CEO and the auditor has no control over this.
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