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ANALYSIS OF FOREIGN PRACTICE OF FORMING INDICATORS FOR AUDITING
THE EFFICIENCY OF GOVERNMENT AGENCIES' ACTIVITIES

Abstract. The article covers the current problem of analysis and management of the performance
of government agencies based on international experience. The introduction argues the importance of
effective public administration to ensure socio-economic stability and security of national resources.
Thus, the study's relevance lies in the effectiveness of the activities of government bodies that optimally
use national resources to solve socio-economic problems, ensuring the social stability of society and the
economic security of the country.

The purpose of the study is to adapt foreign methodologies and practices to optimize the use of public
funds in Kazakhstan.

Methods: the study used abstract-logical, monographic, and economic-statistical methods, as well as
general scientific methods - synthesis, analysis, comparison, and generalization.

The literature review presents performance audits as a result of the development of result-oriented
budgeting and a factor contributing to the increase in the efficiency of government agencies. Key aspects
are considered: the role of publicity and transparency in management, the effectiveness of government
audit bodies, and the reduction of violations in the expenditure of budget funds.

Particular attention is paid to international standards and practical experience of performance audit,
emphasizing adaptation to the specifics of Kazakhstan's legal regulations and national traditions.

Results: the main specific features of the performance audit indicators in the activities of the audit bodies
of the analyzed countries were identified. At the same time, the most acceptable experience of forming the
performance indicators of the use of budget funds in the activities of government bodies was determined.

Keywords: performance audit, state bodies, budgeting, performanceindicators, Kazakhstan, international
experience.

W Introduction

The efficiency of the state consists primarily of the effectiveness of public authorities that
optimally use national resources to solve socio-economic problems, ensuring the social stability
of society and the economic security of the country. The principle of an effective state is that the
efficiency of the public administration system is a key factor for its development and ensuring
a high quality of life of citizens with the most efficient use of available resources. One of the
effective mechanisms of control over budget spending by the state bodies of Kazakhstan in
fulfillment of their tasks and functions is the verification of the formation, distribution, and use
of state funds and assets. Accountability of spending of national resources by state bodies has
the form of external and internal state audit and financial control, the first of which is carried out
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by state audit bodies represented by the Accounts Committee for Control over Execution of the
Republican Budget and audit commissions, as well as attracted independent audit organizations
and experts. At the same time, financial control is defined as an activity that aims to eliminate
the violations identified in the state audit.

The purpose of the study is to adapt foreign experience in the formation of indicators for
auditing the performance of government agencies.

W Literature review

The performance of audit of public bodies, on the one hand, is the result of the development
of result-oriented budgeting, and, on the other hand, it is one of the factors that contribute to
improving the efficiency of public bodies [1]. Among the main factors that led to the development
of performance audits of public authorities are the increase in the level of publicity and
transparency of the public administration system, the high efficiency of public audit bodies, and
the reduction in the level of violations in the expenditure of budgetary funds detected by them,
the interest of the government and the public in obtaining reliable information about the level of
performance of public authorities [2].

Research on performance auditing has also expanded significantly in recent decades. For
example, Professor Lee Parker and others argue that performance auditing is a flexible construct
rather than a definitive performance measurement tool and does not lend itself to universal,
empirically based definitions [3, 4].

B Materials and methods

Theresearchis a set of general scientific methods of cognition of socio-economic phenomena,
a systematic approach to solving problems, methods of dialectical logic, analysis and synthesis,
observation and comparison, induction and deduction.

B Results and discussion

The analysis and review of foreign experience in performance audit indicators of state bodies
reveals some aspects that could be useful for Kazakhstan in the audit. The main purpose of
such an analysis is the possibility of making proposals for the key performance implementation
of audit indicators of state bodies of foreign countries in the current domestic methodology of
the system formation of performance audit indicators.

The Office of the Auditor General of Canada (OAG) conducts performance audits under the
Auditor General of Canada Act, which was enacted in 1977 [5].

The Common Measurement Tool (CMT) is widely used in Canada and beyond. The CMT
is conducted to identify the most problematic areas of public service delivery, as well as to
determine the main criteria that determine the degree of satisfaction with the quality of public
services in a particular public organization.

The use of SMT is based on the methodology developed by ICCS. The SMT technology provides
an assessment of the overall satisfaction of citizens with the quality of public services, with
satisfaction assessed on a 5-point scale according to the following parameters [6]: timeliness
of service delivery, knowledge and competence, courtesy and ethics, fairness, and result.

The Government of Canada has achieved a 15 percent increase in citizen satisfaction with
public services over the past 13 years for 26 core services, including through e-government. The
SMT use increases public trust in government and satisfaction with the quality of services [7].

One of the tools to improve the quality of activities of state bodies aimed at ensuring a high
quality of life for citizens is performance audits. In developed countries, the use of performance
audits in the activities of supreme audit institutions is steadily growing and, in some countries,
has already reached 60-70 percent of their total volume of work. For example, in Canada, over
60% of control activities carried out by Supreme Audit Institutions are carried out as efficiency
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audits of the use of public funds. It is connected, first of all, with the fact that in these countries
there is a strong civil society, the interests of which the authorities cannot ignore.

The set of criteria and quantitative and qualitative indicators to determine the effectiveness
of performance audits of public bodies may vary greatly depending on the objectives and
specifics of the audited area of use of public funds. However, all these types of audits have such
a common feature as concentration on the indicators of economy, productivity, and efficiency,
i.e. on determining the effectiveness of their use of budget funds. Therefore, when describing
the practice of this type of audit, we will use the single term “performance audit” adopted by
INTOSAL.

In the study of foreign experience in indicators of performance audit of public authorities, it is
necessary to focus on the regulatory, methodological, and practical aspects of audit performance
in various sectors of the economy and the specifics of public administration bodies. The analysis
of external financial control in foreign countries indicates, on the one hand, the diversity of its
forms, and on the other hand shows the presence of some common approaches, functions, and
principles of control. The World Bank determines that the Independent Public Audit (Control)
Bodies fulfill primarily the function of external management of public expenditures and ensuring
financial accountability [8].

The functions and powers of the SAl vary from country to country, depending on the differences
in the tasks involved in monitoring the achievement of certain socio-economic indicators.

In addition, new functions arise for public audit bodies in connection with the development of
the concept of sustainable development, which implies the development of new approaches in
public administration and audit.

1. Australia.

Australia is among the most economically developed countries in the world in terms of GDP,
a wide range of services, industrial and agricultural success. One of the success factors can be
seen in the strict control of the prudent use of public resources, performance, and compliance
with legislation and policy.

A performance audit is conducted mainly as an operational (maintenance) audit and examines
the various areas of an organization's operational activities. The framework of criteria and
indicators focuses on assessing the design, management, and administration of programs. At the
same time, the Australian National Audit Office (ANAO) Guidelines for conducting performance
audits do not describe the audit criteria and sources of obtaining them [9].

The ANAO defines the following audit indicators:

« efficiency as maximizing the ratio of results to costs;

+ the measure of savings as cost minimization;

 Effectiveness is the extent to which planned results are achieved and compliance with

legislation and policy is achieved.

It is a positive practice for Kazakhstan that the Australian National Audit Office regularly
compiles best practices in performance auditing.

2. United Kingdom of Great Britain and Northern Ireland.

The structure of budget expenditures in Great Britain and Northern Ireland retains the social
orientation of the budget, due to which such items as social payments, health care, education,
public order and safety, etc. account for two-thirds of all its expenditures. This situation
necessitates strict control over the spending of budget funds by their recipients and their
achievement of final socially significant results.

The “value for money audit” is widely used in this state. The Comptroller and Auditor General
(C&AG) and the UK National Audit Office (UKNAO) that supports it are empowered to deliver
value for money [10].

“The Financial Control (National Audit) Act 1983 states that CRAG may carry out audits of the
economy, efficiency, and effectiveness with which any department or other relevant body has
utilized its resources in carrying out its functions [11]."
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Performance auditing in the UK aims to gather evidence to conclude consistency between the
inputs spent and the outputs achieved.

The UK National Audit Office focuses its performance audits primarily on outputs rather
than expenditure processes to demonstrate in the report how the auditee activities affect the
beneficiaries of public services. The audit standards applied by the CRQAG and UKNAO have a
hierarchical structure depending on the level of importance of indicators for the state in terms of
macro and micro indicators and include:

+ atthe first level - general criteria and indicators;

+ atthe second level - sub-criteria of indicators.

In recent years, the audit procedure has been significantly simplified due to the increased use
of information technology, which is very relevant for Kazakhstan as well.

The UK National Audit Office commissions independent audit firms to conduct up to 25
percent of the total audits. Such an example could be useful for Kazakhstan to improve the
objectivity and independence of audits.

Thus, the experience of Great Britain seems interesting for Kazakhstan in terms of approaches
to ranking criteria on the levels of significance of the results of the activities of state bodies for
the overall economic growth of the country and for individual regions and industries.

3. Russian Federation.

Efficiency audit - determination of efficiency and expenditure expediency of public funds and
use of federal property. According to the Federal Law of the Russian Federation No. 4-FZ “On
Auditing Activities" (latest version 2012), the efficiency audit is aimed at:

+ determining the efficiency of management and disposal of federal and other resources,
including for strategic planning of the socio-economic development of the Russian
Federation;

+ development of performance audit capabilities and methods, including the selection and
evaluation of key national indicators and indicators of socio-economic development of the
Russian Federation;

« assessment of the effectiveness of granting tax and other benefits and advantages, budget
loans at the expense of the federal budget, as well as assessment of the legality of granting
state guarantees and sureties [12].

The development of criteria and indicators of a performance audit is carried out by the
bodies of the Audit and Accounts Chambers in the form of a working document with a detailed
map of evaluation criteria and methods of their calculation based on the analysis of data on
the performance of government agencies, statistical data, and other sources. In this case, it
is obligatory to use various normative and methodological recommendations for the selection
and (or) development of indicators of efficiency of the use of federal and other resources with
qualitative, quantitative, relative, and dynamic values.

Efficiency - the ratio between the product in the form of goods, services, and the resources
used to produce them;

Cost-effectiveness - minimizing the cost of resources devoted to an activity, considering the
required quality;

Effectiveness - the result against objectives compared to the resources used to achieve those
objectives.

Productivity is characterized by the relationship between the production of goods, services,
and other results, on the one hand, and the resources used for this purpose, on the other hand,
i.e. it is concerned with the optimal use of resources to achieve the results of activity.

The procedure for their formation has a common border with the INTOSAI methodology, when,
by the purpose of the efficiency audit, criteria for the efficiency of the use of federal and other
resources are developed and then a system of indicators is formed for each of them.

The Accounts Chamber of the Russian Federation regularly audits methodological
recommendations on the selection and development of criteria and indicators and adjusts them
as necessary.
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Given the similarity of economies, forms of state support, and, accordingly, audit directions,
we believe that the methodology and practice of the Accounting Chamber can be maximally
applicable to Kazakhstan.

4. Sweden.

Sweden's SAO is the NCRA, the National Audit Office (National Audit Office). It is the
predecessor to the control and audit activities of two control bodies, the parliamentary auditors
and the former SAO, the National Audit Office (NAFK). The control of Swedish public institutions
has been in place for at least several centuries, and performance auditing has been an integral
part of Swedish political and administrative culture since the late sixties of the twentieth century.
The Swedish BOA has the longest history of performance auditing.

The National Audit Office's task is to examine what the state's money is spent on, how it is
reported, and how effectively it is used. By conducting independent audits, we contribute to
democratic transparency, rational use of resources, and good governance in the state [13].

The following are defined as performance indicators:

- effectiveness — the level of achievement of the goal;

- cost-effectiveness — economy, the extent to which costs are minimized, given the quality
of the product;

- productivity — the degree of usefulness of resource consumption to produce output.

The general results of the analysis of foreign experience in the formation of indicators of
performance audits of government agencies are reflected in Table 1.

Table 1 — Understanding of performance audit indicators in foreign countries' SAl activities

resources used to produce
them

Australia Economy - minimising costs | The ratio between the Effectiveness - the degree
Australian National output of goods, services | of achievement of planned
Audit Office and other results and the | results)

resources used to produce

them
UK How sparingly public bodies The ratio between the Achievement of socio-
National Audit use their resources output of goods, services | economic indicators in
Office and other results and the | target indicators

Russian Federation
Accounts Chamber
of the Russian
Federation

Achievement of a given result
using the least amount of
resources or the best result
using a given amount of
resources

The relationship between
the production of goods,
services, other outputs
and the resources used to
produce them

The level of correlation
between the obtained
results of activity and the
resources, efforts, costs
spent on them

Kingdom of Sweden
National Audit
Office (National
Audit Office)

Cost-effectiveness — economy,
the extent to which costs are
minimised, given the quality of
the product

Productivity - the degree

of usefulness of resource
consumption to produce

outputs

Achievement by the
monitored entity of its
objective

The most useful for Kazakhstan, we think, is the implementation of the methodology of the
system of indicators on the budgetary funds' effectiveness in the state bodies' activities of such
countries as the Russian Federation and Canada. The Canadian Chief Auditor Office determines
not only the public funds' effectiveness but also checks «tools and procedures by which the
effectiveness of the audited objects is determined» [14].

Conclusions. The comparison of foreign experience in conducting performance audits
reveals significant differences in the powers, organization, and methods used. However, all
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reviewed foreign SAls conducting performance audits of public authorities are based on
common international principles, standards, and audit procedures developed by INTOSAI and
have the same objective — determining the socio-economic effect of budgetary funds and public
resources.
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Annomayusa. Cmamovs oceewjaem akmyanvbHyio npooiemy aHaiu3a u ynpaeieHus 3¢ghexmueHocmvio
O0esimeNlbHOCIU 20CYOApPCMBEHHbIX OP2AHO8 HA OCHOBE MEeXCOYHApOOH020 onvima. Beedenue apeymenmupy-
em 3HAUUMOCmb dhheKmueHo20o 20cy0apCcmeeHH020 ynpaesienus 0jisi 00ecneyeHus: COYUaIbHO-IKOHOMUYe-
CKOU cmabunbHocmu u 6e30naAcHOCMU HAYUOHATLHBIX pecypcos. Takum oOpazom, akmyaibHOCMb UCCLe00-
BAHUsL 3AKTIOYAEMCA 8 YD PEKMUBHOCTU OesMENbHOCTU OP2AHO8 20CYOAPCMBEHHOU 61ACMU, ONMUMATLHO
UCNONB3YIOWUX HAYUOHATIbHBLE PeCypCbl OJisl peuleHUsl COYUANbHO-IKOHOMUYECKUX npobiem, obecnequsaro-
WUX COYUATILHYIO CIAOUTLHOCTIL 00Uecmead U SIKOHOMUYECKYI0 De30NACHOCb CIPAHDI.

Lenv uccneoosanus 3axnouaemcs 8 a0anmayuul 3apyOeHCHuIX MemoooL02Ull U NPAKMUK Ok ONMUMU-
3ayuU UCNONB308AHUS 20CYOAPCMBEHHBIX cpedcme 6 Kasaxcmatne.

Memoovl — 6 uccnedosanuu UCNONL3IOBANUCL AOCMPAKMHO-T0SUYECKUL, MOHOCPADUUECKUL, IKOHOMU-
KO-CMamucmuyecKutl Memoobwl, a makxaice 00ueHayyHvle Memoobl — CUHMe3, AHAIU3, cpasHenue, 00ooue-
Hue.

0630p numepamypsl npeocmasisiem ayoum d¢)ghekmueHocmu Kax pe3yiomam pazgumusi 01004cemupo-
8aHUsL, OPUEHMUPOBAHHO20 HA pe3yabmam, u pakmop, cnocodcmeyrouull no8blueHUur 3h@dekmusHocmu
20cy0apcmeennvix opeanos. Paccmampusaromes knouesvie acnekmol: poib nyonuyHOCMU U NPO3PAYHO-
cmu 8 ynpasieruu, 3¢)hekmusHoCmy 0esimenbHOCMU OP2aH08 20CY0aPCMBEHHO20 ayOuma u coKpaujeHue
HapyuweHutl 8 pacxo008anuy OI00HCEMHBIX CPEOCMS.

Ocoboe sHumanue yoensaemcs MeicOyHapoOHbiM CIAHOAPMAam U RPAKMULECKOMY Onblmy ayouma 3¢)-
GexmusrHocmu, nOOYepKUBAs A0ANMAYUIO NOO CREYUDUKY KA3AXCMAHCKO20 NPABOBO20 Pe2yIUPOBAHUS U
HAYUOHATbHbIE MPAOUYULL.

Pezynomamol — gviaenenvl ocHogHble cneyuguyeckue ocobeHHocmu nokasameneti ayouma s¢hgexmug-
HOCMU 8 0esIMeNIbHOCMU OPeAHO8 AyOuma aHatu3upyemvlx cmpan. Buecme ¢ mem onpedenenvt naubonee
npuemiemMvlil onvim popmuposanus nokasameneti 3¢ hexkmusHOCmu UCHONIL308AHUS DI00HCEMHBIX CPeOCm8
8 0esmeNbHOCIU 20CY0apPCMBEHHbIX OP2AHOB.

Knioueswvie cnosa: ayoum sghghekmusenocmu, cocyoapcmeennvie opeamul, 6100xcemuposanue, NoKa3a-
menu 3¢ppexmusnocmu, Kazaxcmar, mexcoyHapoousiti onvim.
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Anodamna. Maxanaoa xanvixapanvik maicipube ne2izinoe memaekemmix opeanoapobiy Kolsmemin ma-
oay meH backapyovly e3ekmi maceneci kopcemineen. Kipicneoe aneymemmik-3KoOHOMUKANbIK MYPAKMBLIbIK
nen YammolK pecypcmapobly Kayincizoiein Kammamacwvl3 emy yulin muimoi memiekemmik 6ackapyovly
Manvi30bLIbIRbL 021en0enedi. Convimen, 3epmmeyoiy 03eKminici KORAMHbIY dNleyMemmiK mypakmoliblebiH
JHcoHe eN0iy IKOHOMUKANLIK KAYINCi30iciH KaMmamacol3 ememin 271eyMemmik-IKOHOMUKAIbIK Macelle-
J1epoi wiewty Yuiin yimmblk pecypcmapobl Oymatiivl NAuoalIaHambii MeM1eKemmiK opeanoap Kbi3MemiHiy
Muimoinicimer anblKmanaowl.

3epmmeydiy makcamoir — Kazaxcmanoagvbl MemMieKemmik Kapaxcammsl nauoaianyobl OHmaiianobipy
yuiin wemenoik adicmemenep men maodxcipubdenepoi beuimoey.

Odicmepi — 3epmmeyode adCmMpaKmini-n02UKaIblK, MOHOCPAPUANLIK, IKOHOMUKANBIK-CIAMUCIUKANBIK
a0icmep, COHbLIMEH KAmap JHcaainvl blIbiMu 20icmep — CUHme3, maioay, CAAblCMmulpy, HCAINbLIAY KOoNoa-
HbLILOWL.

Odebuemmep WONYbIHOA HaMuUdICeNepae Heziz0encen 6100xcemmeyoi 0amblmy HIMuUXCeCiHoe MUiMOLNIK
ayoumi JcoHe MemlIeKemmiK op2anoap Kul3Meminiy MmuiMOilicin apmmulpyea blKnal ememin @akmop
kepcemineen. Heeisei acnekminepi Kapacmuipvliaosi: 6ackapyoagsl HCapusibliblK NeH AuibIKmbulK PO,
MemaekemmiK ayoum opeanHoapbl Kvlsmeminiy muiMoiniei dcoHe 0100dcem Kapaxscamoll HCYMcayoazol
OY3VUbLIBIKMApPOLL A3atimy.

Kazaxkmuiy Kyxvikmolx pemmey epexuienikmepi meH yaimmuix 0aocmypiepze beuimoenyine baca mazap
ayoapa omuipbin, MUiMOINIK ayOuminiy XaivlKapaislk CManoapmmapvl MeH npakmuKaiblk maicipubecine
epexuie Hasap ayoapuliaowl.

Homuoicenep — manoanamuin endepoiy ayoumopivik opeanoapulibly Kblsmeminoe2i muiMoinik ayoumi
KepcemKiumepiniy nezizei cneyu@ukanivly epexuienikmepi anblkmanosl. byn pemme memnexemmix opean-
0apovly Kblzmeminoe 01004cem Kapa)camoli nauoaiany muiMOiniciniy Kepcemkiuimepin Kaiblnmacmaol-
PYObly ey Konatiivl maxcipubeci aHblKmanovl.

Tyitin ce30ep: muimoinik ayoumi, memiekemmix op2anoap, br00xcemmey, MUiMOLiK KopcemKiumepi,
Kazaxcman, xanviapanvix maoicipube.
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