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Audits – Chapter 21 
 

- Official inspection of a company’s accounts  
- Usually conducted by an external company  
 

Audit Approaches  
 
Outside authority approach (consultant or research findings) 
The audit relies on the expertise of a consultant or published research findings as a standard 
against which activities or programs are evaluated. The consultant or research findings may 
help identify the cause of problems.  
 



Statistical approach (cost-benefit analysis)  
From existing records, the audit generates statistical standards against which activities and 
programs are evaluated. With these numerical standards, the audit may uncover 
deficiencies and errors while they are still minor.  
 
Compliance approach (legal compliance) 
By sampling elements of the HR information system, the audit looks for deviations from 
laws and company policies or procedures. Through fact-finding efforts, the audit can 
determine whether there is compliance issues.  
 
Management by objectives (MBO) approach  
When an MBO approach is applied to the HR area, the audit can compare actual results with 
stated objectives. Areas of poor performance can be reported and detected and corrective 
action be taken.  
 
Comparative approach 
Compares the division with another firm to uncover areas of poor performance. Helps 
detect areas for improvement.  
 

Benchmarking  
Allows a company to study and adapt the best business practices by comparing its 
performance with those in best practice organisations.  
 

The HR Scorecard – pg 910 
Promotes the achievement of an organisations strategic objectives.  
Positives and negatives on pg 910-911 
 
 

Evaluating the HR ‘climate’  
 
Measured by examining:  

- Employee turnover  
- Absenteeism  
- Lost time injury records  
- Employee attitude surveys  
- Exit and post-exit interviews  

 
Employee Perceptions: 

- Satisfactions 
- Motivation  
- Morale  
- Behaviour 

 


