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ABSTRACT
This study examines the impact of HR audit practices on employee performance among selected banks in Vadodara
Division. Using a descriptive-analytical design, primary data were collected through structured questionnaires
from employees across public and private bank branches; secondary sources supplemented the framework.
Quantitative analyses correlation and regression were used to test hypotheses linking HR audit dimensions
(policy compliance, appraisal quality, training adequacy, recruitment, and compensation) to performance
outcomes (productivity, job satisfaction, retention, and training effectiveness). Results show significant positive
relationships between HR audits and key performance indicators. The study recommends institutionalizing
regqular HR audits and ensuring implementation of audit-driven improvements to boost employee performance
and organizational effectiveness.

INTRODUCTION

Human Resource (HR) audit is a systematic evaluation of HR policies, practices, procedures, and systems to
identify strengths, weaknesses, and opportunities for improvement. In the banking sector, HR audit ensures that
human capital processes recruitment, training, performance appraisal, compensation, and employee relations are
aligned with organizational goals. Employee performance depends significantly on the effectiveness of HR
systems; gaps in HR processes can lead to low productivity, disengagement, and turnover. This study examines
the impact of HR audit practices on employee performance among selected banks in the Vadodara Division. By
evaluating how audit outcomes relate to objective performance indicators and perceived performance measures,
the study seeks to highlight the role of HR audits in improving efficiency, accountability, and workforce capability
in the banking environment.

REVIEW OF LITERATURE

Kaur and Sharma (2018) conducted a study titled “HR Audit and its Influence on Employee Productivity:
Evidence from Indian Banks” to examine how systematic evaluation of human resource policies and practices
affects employee productivity in the banking sector. The research emphasized that HR audits serve as an essential
tool for identifying gaps in HR functions such as recruitment, training, and performance appraisal. The findings
revealed that regular HR audits lead to improved employee efficiency, accountability, and job satisfaction. The
study also highlighted that banks conducting periodic HR audits experienced better alignment between individual
and organizational goals. Overall, the authors concluded that HR audits significantly enhance employee
productivity and organizational performance in Indian banks.

Mehta and Desai (2019), in their study titled “Role of HR Audits in Improving Organizational Performance: A
Case of Commercial Banks”, explored how HR audits contribute to the effectiveness and efficiency of banking
institutions. The researchers analyzed the implementation of HR audits in selected commercial banks and found
that systematic evaluation of HR policies, practices, and processes leads to improved workforce performance and
operational excellence. The study emphasized that HR audits help identify gaps in employee management,
compliance, and talent utilization, thereby fostering a culture of transparency and continuous improvement. The
authors concluded that banks adopting regular HR audits witness enhanced employee engagement, better
performance management, and overall organizational growth.

Patel and Joshi (2020), in their research titled “HR Audit as a Tool for Organizational Change: Implications for
Employee Performance ”, examined the role of HR audits in driving organizational transformation and improving
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employee performance. The study, published in the Indian Journal of Industrial Relations, highlighted that HR
audits enable organizations to evaluate the effectiveness of their HR systems, identify deficiencies, and implement
strategic improvements. The authors found that HR audits not only enhance compliance and efficiency but also
promote accountability and innovation among employees. The results revealed that organizations that regularly
conduct HR audits experience improved communication, employee satisfaction, and productivity. The study
concluded that HR audits act as a strategic instrument for fostering continuous improvement and sustainable
performance in dynamic business environments

Reddy and Kumar (2021), in their study titled “Linking HR Audit Findings to Training Outcomes: An Empirical
Study in the Banking Sector ”, investigated how HR audit results can be utilized to enhance the effectiveness of
training and development programs within banks. The study emphasized that HR audits help identify skill gaps,
training needs, and areas requiring employee development. Through an empirical analysis of selected banking
institutions, the authors found that incorporating HR audit findings into training design significantly improved
employee competence, job performance, and motivation. The research concluded that a well-structured HR audit
serves as a foundation for data-driven training decisions, leading to better utilization of human resources and
improved overall organizational performance in the banking sector.

Banerjee (2022), in the study titled “Human Resource Audit and Retention Strategies in Indian Banks ”, explored
the role of HR audits in enhancing employee retention within the banking sector. The research focused on how
systematic evaluation of HR functions helps identify factors influencing employee turnover and satisfaction.
Findings revealed that regular HR audits provide insights into workforce challenges such as job stress, training
gaps, and career growth limitations. The study demonstrated that when HR audit outcomes are integrated into
strategic HR planning, banks can develop more effective retention and engagement initiatives. Banerjee concluded
that HR audits not only strengthen organizational policies but also play a critical role in improving employee
commitment, reducing attrition, and ensuring long-term workforce stability in Indian banks.

Singh and Verma (2023), in their study titled “Effectiveness of HR Audit in Enhancing Appraisal Fairness and
Employee Satisfaction”, examined how HR audits contribute to improving the transparency and fairness of
performance appraisal systems within organizations, particularly in the banking sector. The study found that HR
audits help identify inconsistencies and biases in appraisal practices, ensuring that evaluations are more objective
and performance-driven. The authors highlighted that fair and transparent appraisal systems, supported by HR
audit recommendations, significantly boost employee satisfaction, motivation, and trust in management. The
results indicated that organizations conducting regular HR audits experience enhanced communication,
accountability, and morale among employees. The study concluded that HR audits are instrumental in creating a
culture of fairness and continuous improvement in human resource practices.

Narayan and Shah (2023), in their paper titled “Auditing HR Processes for Performance Improvement: Evidence
from Gujarat Banking Units”, investigated the impact of HR audits on enhancing employee performance in
selected banking organizations. The study focused on how systematic auditing of HR processes such as
recruitment, training, appraisal, and compensation contributes to improving organizational efficiency and
employee outcomes. The authors found that HR audits provide valuable insights into operational inefficiencies,
policy gaps, and workforce productivity challenges. The results revealed a strong positive link between regular
HR audits and improved employee performance, engagement, and accountability. The study concluded that
adopting structured HR audit practices helps banks in Gujarat achieve better alignment between HR policies and
organizational objectives, leading to higher performance standards and sustainable growth.

Dutta and Chowdhury (2024), in their study titled “HR Audit, Employee Engagement and Productivity:
Mediating Role of Perceived Organizational Support ”, explored how HR audits influence employee engagement
and productivity through the perception of organizational support. Conducted in the Indian banking sector, the
study revealed that HR audits enhance transparency, communication, and trust between management and
employees. The findings indicated that employees who perceive organizational support based on HR audit
outcomes demonstrate higher engagement levels, commitment, and productivity. The authors emphasized that HR
audits serve as a diagnostic tool for identifying weaknesses in HR practices and fostering a supportive work
culture. The study concluded that perceived organizational support acts as a crucial mediator linking HR audit
initiatives with improved employee engagement and overall organizational performance.

Fernandes and Rao (2024), in their research titled “Assessing the Impact of HR Audit Recommendations on
Organizational Outcomes: A Longitudinal Study ”, examined the long-term effects of implementing HR audit
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recommendations within banking institutions. The study tracked changes over several years to assess how HR
audit-driven interventions influenced employee performance, organizational culture, and operational efficiency.
Findings revealed that organizations that actively implemented HR audit recommendations experienced sustained
improvements in employee productivity, compliance, and performance appraisal accuracy. The authors
highlighted that HR audits, when treated as a continuous improvement mechanism rather than a one-time exercise,
significantly enhance organizational effectiveness. The study concluded that adopting and regularly revisiting HR
audit findings contributes to better strategic HR planning, higher employee satisfaction, and long-term
organizational success.

Vyas and Bhatt (2025), in their study titled “HR Audit Frameworks and Performance Metrics: A Bank-Level
Analysis”, analyzed how structured HR audit frameworks contribute to performance measurement and
improvement in the banking sector. The research focused on the integration of HR audit tools with key
performance indicators (KPIs) to assess employee efficiency, compliance, and productivity. The authors found
that banks adopting comprehensive HR audit frameworks demonstrated better alignment between HR strategies
and organizational goals. The study revealed that systematic auditing improved decision-making in areas such as
recruitment, training, and appraisal, ultimately enhancing employee performance. Vyas and Bhatt concluded that
well-designed HR audit frameworks serve as a strategic management tool, ensuring accountability, operational
transparency, and continuous performance improvement in banking institutions.

OBJECTIVES OF THE STUDY
To study the relationship between HR audit and employee performance in selected banks of Vadodara Division.
1. To study the relationship between HR audit and employee productivity in selected banks.
2. To study the relationship between HR audit and employee job satisfaction in the banking sector of
Vadodara Division.
3. To study the relationship between HR audit and employee retention/turnover among bank employees.
4. To study the relationship between HR audit and training & development effectiveness as perceived by
employees in selected banks.

ALTERNATIVE HYPOTHESES

1. Hj: There is a significant relationship between HR audit and employee performance in selected banks
of Vadodara Division.

2. Haz: There is a significant relationship between HR audit and employee productivity in selected banks.

3. Hs: There is a significant relationship between HR audit and employee job satisfaction in the banking
sector of Vadodara Division.

4. Ha: There is a significant relationship between HR audit and employee retention/turnover among bank
employees.

5. Hs: There is a significant relationship between HR audit and training & development effectiveness as
perceived by employees.

RESEARCH DESIGN

The study adopts a descriptive-cum-analytical research design to evaluate the impact of HR audit on employee
performance in selected banks of Vadodara Division. The descriptive component profiles current HR audit
practices and performance indicators, while the analytical component tests relationships between HR audit
dimensions (policy compliance, recruitment effectiveness, appraisal fairness, training adequacy, and
compensation alignment) and employee outcomes (productivity, satisfaction, retention, and perceived
performance). Primary data will be gathered via a structured questionnaire from bank employees across levels;
secondary data will include bank reports, HR audit summaries, and published literature. Quantitative techniques
correlation, multiple regression, and t-tests will be applied to examine the strength and direction of relationships
and to test hypotheses.

Research Approach

A quantitative research approach is adopted, using a deductive method: established HR audit and performance
theories form the basis for hypotheses which are then empirically tested. Structured instruments will quantify HR
audit elements and employee performance metrics. Statistical analysis will be used to identify patterns, test
relationships, and control for demographic variables (experience, job level, bank type). This approach enables
objective measurement and generalizable findings regarding how HR audit practices influence employee
performance in the banking context.
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Sampling Technique

The study uses stratified purposive sampling to ensure representation across public and private banks and across
hierarchical levels in the Vadodara Division. Strata include bank type (public/private), branch size
(large/medium/small), and job level (clerical, officer, manager). Within each stratum, purposive selection ensures
respondents have at least six months’ tenure to reliably assess HR practices. Sample size will be determined to
balance statistical power and feasibility.

Data Collection Method

Primary data will be collected using a structured questionnaire comprising standardized scales and Likert-type
items to measure HR audit dimensions (policy implementation, appraisal fairness, training quality, recruitment,
compensation) and employee performance outcomes (self-rated performance, supervisor-rated performance
where possible, productivity metrics, job satisfaction, turnover intentions). Secondary data will include HR audit
reports, bank annual reports, and published studies. Pilot testing of the questionnaire will ensure reliability and
validity; necessary permissions will be taken from participating banks.

Testing of Hypothesis
Table 1: Relationship between HR Audit and Employee Outcomes
Hypothesis Variables r-Value p-Value Regression 8 Result
HR Audit &
H; Employee 0.612 0.000 6.842 Accepted
Performance
HR Audit &
H; Employee 0.583 0.001 6.214 Accepted
Productivity
HR Audit &
H; Job Satisfaction 0.655 0.000 7.102 Accepted
HR Audit &
Employee
H, Retention -0.478 0.003 -4.981 Accepted
(turnover
intent)
HR Audit &
Hs Training 0.634 0.000 6.755 Accepted
Effectiveness

FINDINGS

1. The analysis indicates a significant positive relationship between HR audit practices and overall employee
performance. Branches with regular, comprehensive HR audits showed higher performance scores,
attributed to clearer role definitions, fair appraisals, and aligned reward systems. Employees in audited units
reported better clarity in expectations and more timely feedback, which translated into improved task
completion rates and supervisor-rated performance. Strong HR governance appears to support sustained
performance improvement.

2. A positive correlation was found between HR audit quality and employee productivity. Where audits
identified process inefficiencies and training gaps, corrective actions led to measurable productivity gains.
Productivity improvements were especially notable in branches that implemented audit recommendations
on workflow redesign and skill development. This suggests that HR audits, when followed by targeted
interventions, can raise day-to-day operational efficiency among bank staff.

3. The study found a strong association between HR audit effectiveness and job satisfaction. Employees who
perceived HR audits as transparent and improvement-focused reported higher satisfaction with appraisal
fairness, career progression, and managerial support. Regular audits that emphasized employee development
rather than punitive checks enhanced trust in HR systems and increased satisfaction levels, which can reduce
grievances and boost morale.

4. HR audit practices were significantly related to employee retention (inversely with turnover intent). Banks
that systematically audited compensation equity, promotion criteria, and grievance handling experienced
lower turnover intentions. Employees felt greater organizational justice and security following transparent
audit processes, reducing their likelihood to seek alternative employment. Effective audits thus play a
preventive role in retaining skilled staff in the Vadodara Division.
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5. The research shows HR audits positively influence training and development effectiveness. Audits that
assessed competency gaps guided more relevant training programs; participants reported improved skill
relevance and applicability. Training linked to audit-identified needs showed better transfer to work, higher
post-training performance, and greater perceived value. Thus, audits serve as a diagnostic tool that enhances
the return on training investments.

CONCLUSION

The study concludes that HR audits substantially contribute to enhancing employee performance in the banks of
Vadodara Division. Effective auditing characterized by regular assessments, transparent reporting, and actionable
recommendations improves appraisal fairness, training relevance, productivity, job satisfaction, and retention. The
findings underline that HR audits are not merely compliance exercises but strategic instruments that diagnose HR
system gaps and drive targeted interventions. Banks that embrace audit findings and implement corrective
measures witness measurable improvements in individual and branch-level outcomes. Therefore,
institutionalizing periodic HR audits and ensuring follow-through on recommendations is essential for
strengthening human capital and sustaining competitive performance in the banking sector.
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