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ABSTRACT

The increased role of governments in planning and controlling socio-economic
development, results in huge government expenditures on programmes and activities.
This increases the importance of the government budgeting and accounting system as
a tool for planning, managing and controlling this huge increase in government
activities. The external auditing and controlling authority ( State Audit Institution )
can strengthen the monitoring and controlling mechanism by performing not only a
regularity and compliance audit, but by extending its role to include the examination,
evaluation and audit of the economy, efficiency, effectiveness results of government
programmes and activities.
This study analyses the performance of the State Audit Institution in the U.A.E.
in this regard, and identifies deficiencies. Suggestions for improvement, in terms of a
more comprehensive, integrated performance approach, are made. As prerequisites
to such expansion of the government auditing system, it will be necessary also to
reform the government budgeting system. Adoption of the programme performance
approach is recommended. Moreover, the need is identified for improvements to the
accounting information system, to generate data and information which can respond
efficiently and effectively to users' needs for information about programme
operations. Internal and external obstacles which impede the effectiveness of the
State Audit Institution must be addressed, to facilitate the introduction of an
integrated approach to auditing the administrative sector in the United Arab
Emirates, thereby safeguarding public resources and enhancing the effectiveness of
socio-economic development efforts.
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CHAPTER ONE
INTRODUCTION AND METHODOLOGY

CHAPTER ONE

INTRODUCTION AND METHODOLOGY

1.1 Introduction
Governments in third world countries have assumed new responsibility for socioeconomic development. This has led to enormous growth in the volume and
complexity of their activities. As a result, there has been a new emphasis on the
concept of public accountability which has widened the scope of government auditing.
Such auditing is no longer a function concerned primarily with financial operations,
but has expanded to include ascertaining whether government organisations are
achieving their goals and objectives; whether they are doing so economically and
efficiently, avoiding waste and extravagance; and whether corrective action is
necessary. Thus, the success of any government in achieving its socio-economic
objectives relies not only on an appropriate policy, but also on the extent to which the
proper performance criteria and measurement are available.
Governments have to manage their plans and programmes in an economic and
efficient manner. However, in U.A.E as in other developing countries, there are
serious and costly delays and shortfalls in the implementation of programmes, with
unexpected cost overruns, unwise expenditures, inefficient operations, poor
management and poor utilisation of manpower and equipment. This has given rise to

the need to broaden the accountability relations by encouraging and promoting better
planning, sound management practice, economic and efficient utilisation of resources,
constant evaluation against predetermined performance measures and appropriate
mechanisms to correct shortcomings in achieving programme goals and objectives.

That view has been shared and emphasised by the United Nations Department of
Technical Co-operation for Development (1987):

"The role of governments has increased considerably in all
countries. Viewed in terms of gross national product, the share of
the public sector is indeed high in developed countries and has
been rising in a majority of developing countries. The increasing
size and complexity of government transactions enhance the
importance of audit and place a special responsibility on the audit
institutions to maintain and improve the quality and coverage of
audit and to gain general acceptance and recognition for the
manner in which audit is conducted. The extent and quality of
audit make a significant contribution to enhancing accountability,
efficiency and effectiveness in the public sector."(Section 7 P.4).

In developing countries, as in developed countries, government auditing is
regarded as an important tool in the process of maintaining accountability in
supervision of public resources. It is important and necessary to identify the extent to
which the various government units have carried out their roles efficiently and
effectively and suggest ways by which public expenditure can be administered wisely
and reasonably in the light of resource availability.

Supreme Audit Institutions in most countries have been given the responsibility
of carrying out such auditing, whether from the financial compliance auditing
perspective or from the performance auditing perspective, which is the extended trend
in government auditing.

The Tokyo declaration of guidelines on public accountability (section 5. p.4
1985) emphasised the role of Supreme Audit Institutions (SAI) in promoting public
accountability by indicating that
"While the primary function of SAIs in the past has been to
express an opinion and lend credibility to the financial statements
of the various public sector entities subject to its audit, their role
should now be more performance oriented. They should make
efforts to equip themselves adequately for their expanded
responsibilities and be conscious of their own accountability."

In this regard, Hideo Kamada, Chairman of ASOSAI (Asian Supreme
Organisation Of State Audit Institutions) and president of the Board of Audit of
Japan, at the Second Plenary Session of the Second International Seminar of
ASOSAI, May 20, 1985, emphasised the significance of public accountability by the
members of Supreme Audit Institution when he declared:
" The concept of public accountability must be in all the officials
concerned with the public finance as the basis of their
performance, whether or not they are aware of its presence.
Disseminating this concept of public accountability throughout all
the institutions as well as individual officials in the public sector
would contribute greatly toward a proper and sound execution of
public finance. This would also facilitate a rational and efficient
execution of government auditing activities."

This view is confirmed by the statement of the Comptroller General of the United
States, who argued:
" The requirement for accountability has caused a demand for
more information about government programs and services.
Public officials, legislators, and private citizens want and need to
know not only whether government funds are handled properly
and in compliance with laws and regulations, but also whether
government organizations, programs, and services are achieving
the purposes for which they were authorized and funded and
whether they are doing so economically and efficiently." (U.S
General Accounting Office, section 13.P.1-3:1988)

Observation of world events reveals that the world is in a state of constant
change Thus, for the SAI to stay effective, it must meet the challenges of the
changing environment and respond actively to them by adopting strong legislation for
enforcement of its mission and reassessing its roles, goals and objectives continuously
over time.(IJGA.1993).

Since the development of auditing, many changes have taken place. New audit
approaches and methods have evolved, necessitating that auditors find ways and
means to improve their performance and adopt the necessary changes and audit
techniques to carry out the audit assignments in better ways. In the twentieth century
the audit role and scope have been expanded by the evolution of Supreme Audit
Institutions throughout the world. As a result the accountability relation has been
widened to include not only the traditional function of audit but also the need to
ensure value for money in the management of public resources and develop cost
consciousness to maintain greater efficiency and effectiveness in utilisation of
resources.
In the United Arab Emirates the responsibility for the external auditing of federal
government units is entrusted to the State Audit Institution (SAD, which is the
supreme audit authority in the country, attached to the U.A.E Federal National
Council (FNC), the U.A.E. legislative body.

1.2. Statement of the Problem
Most studies concerned with the development of government auditing in
developing countries have not taken the U.A.E into consideration, although a rapid

increase in its government expenditures has been seen in the last two decades. In fact,
government budgeting, accounting and auditing are still relatively undeveloped and
fail to attain their objectives, for several reasons. Among those are inadequate
budgeting, inflexibility of reports, together with their inability to meet users' needs,
the confusion of accounting concepts and rules and the structure of final accounts and
reports. Moreover, the deficiency of the government accounting information system
which is currently applied, results in its inability to serve its functions and purposes
and to satisfy the users' needs.
It is believed by the researcher that difficulties impede the SAI's performance of
effective audit, in terms of:
a) Failure to follow a scientific method of performing auditing;
b) The lack of clearly defined criteria and measurement techniques for performance
evaluation.
A comprehensive integrated approach to auditing is needed. At present it is
believed by the researcher that:
a) simple financial and compliance audit is performed.
b) There is no economic audit of public service.
c) There is no effective audit of the public resources
d) There is no effective government budgeting and accounting system.
e) Auditing is carried out irregularly.
The auditing system currently applied concentrates on financial and compliance
auditing rather than adopting a comprehensive, integrated auditing approach.
Therefore there is a desperate need to study and evaluate the system of control, with a

view to improving the effectiveness of State Audit performance by implementing an
integrated comprehensive audit approach for the units under government control
There is a need for the careful evaluation of the current practice of the SAI in auditing
the administrative sector, and to identify the deficiencies in government budgeting and
accounting, in order to propose a more appropriate audit framework. The proposed
approach will be related to financial, compliance, efficiency and effectiveness audit.
The desirability of such an approach is gaining increasing recognition from the U.A.E
government administrative sector.

1.3. Objectives of the Study
On the basis of the above argument, the main aim of this study is to examine the
budgeting, accounting and auditing systems currently operated by the government
entities and audited and evaluated by the SAI in U.A.E and to measure their
effectiveness. In other words, the emphasis is to illustrate how these systems work,
their level of efficiency, and the extent to which the administrative sector can rely on
the evaluation of its performance provided by these systems, and to consider the
possible need for development of these systems, if they are found to be inadequate or
ineffective.
First, the government budgeting and accounting systems, including terminology
and techniques, will be critically examined. This may lead to the recognition of
deficiencies in the government budgeting and accounting system and appropriate
remedies may be identified, which would help to improve the auditing system in the
country and consequently improve the accountability of the government.

Second, the auditing system will be critically examined in terms of the techniques
used to monitor and evaluate the government programmes and activities of the
administrative sector. Attention will be paid to the scope of audit in the light of the
international auditing standards used in the governmental sector. A critical
examination of the role of the SAI in terms of the modern trend to an extended role of
auditing will be carried out, taking into account the levels of skill and education of
SAT personnel. These steps will lead to the identification of any defect in the
government auditing system and adequate remedies may be suggested, which would
facilitate accountability and control in the government administrative sector.
As an aid to achieving these aims, we shall examine a specific government sector
organisation which is audited by the SAT, taking an example from the public health
service. With the development of the health services and the huge expenditure by the
U.A.E government, the budget of the U.A.E Health Ministry increased from 941
million Dirhams in 1987 to reach 1081 M Dirhams in the year 1991, equivalent to
4000 Dirhams per head of population (£. 580.50) allocated in the Ministry's budget
(Al Bayan, 7:1993). Thus, a vital role is played by government hospitals which
provide their services for an increasing population. In view of the increasing cost of
serving a growing population and keeping abreast of technical development, it has
become an important priority to curtail wastage, overspending and ineffective
utilisation of human and material resources by those hospitals.
A major general hospital has therefore been selected as a focus of empirical study,
to evaluate the adequacy or deficiency of the auditing that is performed, and to
highlight reasons for any difficulties and obstructions facing the audit, and suggest
ways of overcoming them.

The aims of this study can be summarised as follows:
1- to examine the current government budgeting and accounting system applied in the
U.A.E administrative sector;
2- to identify auditing problems related to the performance of the SAI in performing
its responsibility as external auditing authority;
3- to identify the auditing problems in the health sector, focusing on the performance
of one major government hospital evaluated by the SAI;
4- to undertake field work to find out the SAI's role and practice and to determine the
need to expand the audit scope to include a more integrated comprehensive audit
approach in the U.A.E;
5- to draw conclusions and make suggestions on an appropriate system of
government auditing which might enable the U.A.E government effectively to
monitor and evaluate its sectors.

1.4. Purpose of the study
In short, the purpose of this study is to examine the present budgeting and
accounting systems, to determine any areas of deficiency in them and to assess the
extent to which they can contribute to effective government control over public
expenditures in the U.A.E. To this end the aim is to examine the prerequisites for
improving the performance of the State Audit Institution when extending its role to
include the auditing of efficiency and effectiveness and programme results. Thereby it
is hoped to establish a framework for improving the SAI's performance by first
improving the government budgeting and accounting system, to pave the way for the
SAI to adopt modern auditing techniques to evaluate government programmes and

activities. It is highly desirable that a country like the U.A.E which has huge
expenditure on socio-economic and development programmes (see table 1-1,1-2,1-3)
should expand the scope of its auditing in the light of a comprehensive understanding
of planning, programming and evaluating techniques. This study will provide guidance
to the SM to move beyond sole reliance on financial compliance auditing, to adopt a
comprehensive approach, including performance auditing.

TABLE 1-1
GROWTH OF THE GOVERNMENT
GENERAL EXPENDITURE IN U.A.E.

Fiscal Year

Budget Expenditure
Number in ( 1000 DH)

1987

14421323

1988

14255305

( 1.15 )

1989

14650242

1.59

1990

15645419

8.49

1991

16413740

13.82

1992

17376900

20.49

1993

17630900

Percentage

22.26

Source: Figures adopted from Ministry of Finance and Industry,
Department of Budgeting, U.A.E. 1987-1993.
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1.5. The Importance of the Study
Government in the U.A.E plays a major role in socio-economic development, and
depends heavily on oil revenue to finance its budget expenditure. However, oil has
failed to generate sufficient revenues to finance government expenditures. Therefore
there were budget deficits during the 1980s and 90s. According to a recent report by
the International Monetary Fund, the deficit in the unified budget of the U.A.E was
estimated at approximately 13.9 milliard Dirhams in the year 1993, three times the
deficit shown in the previous year; the total revenue declined by 11 percent compared
with 1992, to reach 43 milliard Dirhams, while total government expenditure
increased by 9 percent to reach 57 milliard dirhams (Asharq Al-awsat,1994,P.15).
This situation has given rise to the deep concern of the government to:
a) limit its activities and avoid spending on unnecessary programmes;
b) seek ways by which government activities and programmes can be more soundly
established and services better provided.
In other words, the government must seek a practical approach and adopt
modern techniques to overcome the difficulties facing the implementation and
execution of its activities and programmes.
This study derives its importance from the vital role that the SAI plays in the
accountability process and supervision of public resources. The welfare of society has
become a primary aim of the nation which depends upon the efficient and effective
utilisation of the scarce resources available. The most important means to achieve this
aim is the existence of a strong mechanism for controlling public expenditures and
effective auditing of government operations and activities.
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In view of the above, the SAI bears a huge responsibility, within the constraints
of resources available to it, to achieve control over government units, according to the
SAI law of establishment. This study will aid in this process, by highlighting the
difficulties that the institution faces and the factors which affect its ability to perform
its mission successfully, and by suggesting ways and means to overcome these
difficulties and enable the SAI to perform more efficiently and effectively its role of
auditing and controlling public resources.
This is the first study to address the question of improving the performance of the
SAI and the need for an integrated comprehensive approach to auditing in the U.A.E.
It will be of specific interest to SAI officials, in pointing the way to broadening the
present scope of SAI audit. In so doing, it will help to provide a basis of reliable
information for government resource allocation and decision-making with regard to
the activities and programmes under the SAI's supervision and control.

1.6. Research Methodology
In order to achieve the objectives of this study, information has been obtained by
the following three research methods:
1- Library research
2- Review of government documents and reports
3- Field work
1) Library research
Information from secondary sources has been obtained by means of a review of
relevant literature.

14

Literature was consulted dealing with government auditing, particularly the
extended government audit role and objectives, in order to obtain an overview of
theory and practice in the field of government auditing. This provided a theoretical
framework to guide development of the research instrument and to help the
researcher in formulating recommendations to improve the SAI auditing practice in
the U. A.E.
2) Review of Government Documents
This aspect of the research involved:
A) Review of the Government budget and related law;
B) Review of Government Reports.
In respect of A, the financial laws and the law of establishment of auditing have
been reviewed, in order to provide an understanding of government auditing in the
U. A. E
With regard to B, selected annual budget reports, final accounts and auditing
reports were investigated. Data for this purpose were obtained from the Ministry of
Finance, the Ministry of Planning, and the State Audit Institution.
Investigation was also carried out of the laws, regulations, rules, and policies
which organise government expenditures. Further subjects of investigation were the
government budgeting and accounting systems and the level of communication
between them, which was carried out in order to identify whether there are any
difficulties, obstacles or deficiencies.

15

3) Field Work
Empirical data for the purposes of this study were obtained by the following
means:
a) Questionnaire survey,
b) Personal interviews
c) Official documents and records

a) The study was conducted in Abu Dahbi, the capita/ of the L.TA.E, at the State 4<‘dit
Institution headquarters during December 1993 and 1994. Questionnaires were
addressed to professional auditors and top officials in the main auditing department
of the SM. The main aim of these questionnaires was to obtain data and
information to explore the current practice of the SAI and identify areas of
deficiency which obstruct the work of the SAI as an external authority with the
responsibility for auditing and control. The information sought related to:
- aims and policies in the State Audit Institution;
-the Administrative Organisation Chart;
- functions and Tasks of the SAT;
- the scope of the performance audit;
- time allocation for the audit work in the SAT;
- auditing methods and procedures in the SAI;
- plans and programmes in the SAL
- standards and criteria for auditing;
- the auditing reports in the SAI;
- prerequirements for effective auditing in the SAI, and any obstacles impeding it;
- the need to recruit specialised auditing staff in the SAT;
- the aim of performance auditing in the SAT;
16

- the budget system and accounting system currently applied and controlled by the
SAI.
b) Data were also obtained through in-depth interviews with key figures in the main
SAI departments, after the questionnaires had been returned and preliminary
investigations conducted, to determine which aspects required further exploration.
The interviews were conducted with:
- the Deputy Vice-President of the State Audit Institution,
- the Director of the Department of Auditing-Administrative Sector;
- the Director of Auditing-Economic Sector,
- the Director of Auditing-Administrative Public Corporations and Subsidised
Entities,
- the Director of Auditing-Security Sector, Fixed Investments Costs and Pre-auditing
in Abu Dhabi;
- the Director of Follow-up of Financial Violations;
- Advisor of SAI
These interviews were conducted to obtain more information about the SAT's
role, objectives and functions, auditing scope and difficulties faced.
At Ministry of Finance level, data and information were obtained from the
budgeting and accounting directors, related to the current practices of the U.A.E
system and the deficiencies therein.
At the Ministry of Planning, the Director of Planning was interviewed for the
information about socio-economic development planning.

17

(c) Data were collected from the official records and documents of one of the major
general hospitals belonging to the Sharjah medical district, which operates under
direct supervision and control of the U.A.E Ministry of Health. The aim of this
was to determine what information is available, in order to identify any
deficiencies in hospital performance which may indicate the impact or otherwise
of SAI auditing.

1.7. Limitations of the Study

For practical reasons, the research is limited in certain respects:

a) The study was focused on the current budgeting and accounting system of the
government administrative sectors, the need for reform and role of SAT in auditing
and adopting performance audit approach which could be applied in the
government administrative units. Other types of commercial budgeting, e.g. for the
commercial sectors were excluded because they are not directly financed from the
general State budget, and have their own budget and accounting systems.

b)Study of the SAT's role, was similarly confined to its role in examining the
administrative sector financed from the general State budget. The audit of
government commercially operated companies was excluded from the scope of the
study, as such institutions apply the commercial system.
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CHAPTER TWO
ACCOUNTABILITY AND CONTROL
SYSTEM IN THE UNITED
ARAB EMIRATES

CHAPTER TWO

ACCOUNTABILITY AND CONTROL SYSTEM IN THE
UNITED ARAB EMIRATES

2.1. Introduction
The aim of this chapter is to explain the accountability and control in the United
Arab Emirates in order to identify the role of each authority in the accountability
cycle. Also it explains the reasons for the rapid growth in general expenditure in the
U. A. E.

2.2. Background
The United Arab Emirates lies on the southern coast of the Arabian Gulf with a
small coastline on the Gulf of Oman. The total area of the country is around 83600 sq.
kilometres, including over a hundred offshore islands. The state is made up of seven
Emirates ( Abu Dhabi, Dubai, Sharjah, Ras Al-khaimah, Fujairah, Umm Al-Qaiwain
and Ajman) . The population of the state in 1968 was estimated at 179000, rising to
557877 in 1975 and 1622464 at the last census, conducted in 1985. However the
population estimate in 1992 was 2.1 million. The most populous Emirates are Abu
Dhabi, Dubai and Sharjah ( Ministry of Information and Culture, 20:1992 and 1617:1993).

2.3. Establishment of the U.A.E
In 1971, when the British Government renounced its treaties with the Gulf States,
the Gulf States decided to unite and form a larger political entity. The rulers of six
sheikhdoms (Abu Dhabi, Dubai, Sharjah, Umm Al-Qaiwain, Ajman and Fujairah)
20

agreed to merge and establish a single federal state. On 2 December 1971, the United
Arab Emirates was established as a fully independent state, and a provisional
constitution was declared. Three months later, a seventh sheikhdom, Ras Al-Khaimah,
joined the union. The provisional constitution is composed of 152 articles, and divided
into nine parts. Part Four is considered the constitution's core. It deals with the
union's order of authority (see Middle East Annual Review, 1977-78, and Ministry of
Information and Culture,1991:16-17),

2.4. The Political System and Structure

Under the provisional constitution, power is theoretically divided on Western
models, into executive, legislative and judicial components. The hierarchy of authority
consists of the Supreme Council of Rulers; the President of the Federation and his
deputy; the Council of Ministers; the Federal National Council and the Federal
Judiciary (see Figure 2.1)

2.4.1. The Federal Supreme Council

According to articles 46-49, the Supreme Council of Rulers is the highest authority
in the U.A.E. The Supreme Council sanctions all laws and decrees before their
promulgation, ratifies treaties and international agreements, appoints the judges of the
Supreme Court and has ultimate control over the Federation's affairs, including
formulating policy and legislation on all matters of state, including foreign affairs,
defence, internal security, education, public health, immigration, housing and
development.
The Supreme Council elects from its ranks the President of the Federation for a
renewable five-year period. The president is the highest executive authority in the
State(articles(51-54) and may act in a legislative capacity by issuing decrees between
sessions of the Supreme Council (articles 113-115).
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2.4.2. The Federal Council of Ministers
The Federal Council of Ministers is composed of the Prime Minister, his deputy
and a number of ministers. The Council of Ministers acts as an executive branch of the
federal state, under the control of the Federal Supreme Council (see Figure 2.2). The
Council of Ministers is authorised to set out all internal and external affairs of the
state according to the U.A.E. constitution, as well as the federal laws. In particular it
supervises and follows up the execution of external and internal policies. Among other
things, the Council of Ministers also has the authority to initiate draft federal laws,
which it then presents to the President and to the Federal Supreme Council for
approval. It also prepares the state's draft annual budget for closing accounts.
The Council of Ministers is the direct executive authority, responsible for
executing the decrees issued by the Federal Supreme Council. It is empowered
constitutionally to appoint, dismiss or promote officials, except those whose
appointment or dismissal requires approval from the Federal Supreme Council.

2.4.3. Powers of the Prime Minister
The Prime Minister heads the Council of Ministers. The constitution gives the
Prime Minister the responsibility of calling and chairing council meetings, preparing
the agenda and calling the council for its sessions, and following - up the actions of
the ministers. The president appoints the Prime Minister, and in consultation with
him, also appoints the individual ministers.

2.4.4. The Federal National Council
The country's parliament is based on the Federal National Council ( FNC). The
establishment of the FNC on February 13, 1972 was a landmark in the country's
constitutional and legislative process ( Ministry of Information and Culture, 1991:21).
According to the constitution, the FNC consists of 40 members drawn
24

proportionately from each of the seven emirates. Abu Dhabi and Dubai have eight
members each, Sharjah and Ras Al-Khaimah six members each and the remaining
three emirates, Umm Al-Quwain, Ajman and Fujairah, have four members each. Each
emirate is free to determine the method by which it selects its representatives in the
FNC. The FNC, covered in the constitution by articles 68-93, is a consultative rather
than a legislative body. The FNC structure is as follows:
a) The Speaker and his two deputies, and two elected rapporteurs.
b) The parliamentary section executive committee headed bS1 the Speaker, the
council's Under Secretary, the Secretary General and four elected members.
c) Eight specialised committees dealing with studies regarding draft laws and general
issues referred to them by the Council , in addition to the legislative, legal,
educational, health, social planning, labour, oil and mineral resources, agriculture
and fisheries and public work sectors ( Ministry of Information and Culture,
1991:21).
Although the FNC is basically a consultative body, it has played an active part in
the federation's political system. Government ministers are summoned to answer
questions on proposed legislation and to hear suggested amendments. Individual
members of the FNC can direct questions to ministers and have a constitutional right
to receive a written or oral reply.

2.5. Role of the Ministry of Finance
The Ministry of Finance acts as an internal controlling authority on the execution
of financial operations, whether collecting and handling government revenues and
expenditures or the financial accounts of the State, since it is regarded as the main
executing authority in the State, and monitors the budget execution. The Ministry lays
down regulations and procedures to be followed by the other government ministries
and units. Furthermore, the Ministry requests ministries and units to prepare monthly,
quarterly and final reports, in accordance with the current budgetary regulations.

2.5.1. Financial Affairs of the Federal State
According to budget law, and in respect of preparation of general budget and
closing accounts, the Minister of Finance issues the executive decrees for the general
budget and the accounts, etc. The Ministry's responsibilities are to:
a) monitor execution of the federal budget with the intention of ensuring that all
government disbursements and revenues are carried out in accordance with the
laws and budget regulation and instructions;
b) prepare draft federal financial laws and draft laws for federal loans, and monitor
their execution;
c) organise the rules for the federal accounts, issue the required instructions and
monitor implementation;
d) monitor the financial obligations of the federal government;
e) organise and monitor the federal purchasing system.
In respect of preparing the federal budget and final accounts, the following duties
are assigned to the Ministry of Finance as an internal controlling authority:
1) Each ministry and unit must open disbursement records in accordance with the
budget sections and items and a revenue and disbursement report must be
completed by each ministry and unit and submitted to the Ministry of Finance
during the first week of the month following the month under consideration.
2) The Ministry of Finance holds similar records for each Ministry. These are
compared monthly with those in the ministries and units.
3) The responsible personnel in the financial divisions in the ministries must provide
the data and information requested by the Ministry of Finance, and show the
Ministry of Finance all records and documents which it wishes to see, in the
conduct of its auditing duties.

26

4) Disbursements are made from the ministry's budget and different units through the
financial department in the ministry and this department determines the procedures
which must be followed in this respect, in accordance with the regulations and
instructions of Ministry of Finance.
5) Each ministry prepares its final accounts for revenues and disbursements for the
year ended, which must be received by the Ministry of Finance not later than the
end of the financial year under consideration.
6) The Ministry of Finance issues regulations and instructions as to the detailed
procedures that the ministries must follow in preparation of the final accounts

2.5.2. Budget of Federal State
The Federal budget of the union was established by Act No. 14 for the year 1973
According to the act, a traditional budget system was adopted. The Act defines the
budget rules which the responsible government entities must take into consideration
when preparing their appropriations. The budget is composed of all revenues expected
to be spent by the Federal ministries or their related units during the fiscal year.
The State budget is approved by the Federal Supreme Council each year and
issued in the form of a presidential decree. According to the provision of the
constitution, the general budget should be presented to the F.N.0 at least two months
before commencement of the year in question. The F.N.0 passes the budget, together
with its observations on it, to the Federal Supreme Council for approval. Only then is
the budget law issued.

Phases of the Federal budget
1. Preparation
The preparation of revenues estimation is the responsibility of the Ministry of
Finance, after discussion with other ministries and government units. This process is

27

basically carried out during the September prior to the beginning of the new fiscal
year.
The estimated revenues are compared to the previous year's estimation for the
different types of expenditures (see Figure 2.3). However, the expenditure estimations
are determined by the wishes of the ministries and their entities after discussion with
the Ministry of Finance and through the yearly instructions issued by that ministry.
The expenditures are divided into four chapters(see Figure 2.4): salaries and
wages, general expenditures, capital or private expenditures, and expenditures on
public projects. Each chapter is divided into several items according to the
classification agreed by the Ministry of Finance. As soon as the Ministry of Finance
has completed its discussion of the proposed budget with the ministries and the Civil
Council, as well as the project planning committee, the proposed budget is prepared.
The Minister of Finance must prepare a written report giving full details of the
State's monetary and economic policies, and the general circumstances in the country.
The report and the proposed budget are sent to the Prime Minister for his
recommendations and observations. The proposed budget is then forwarded to the
Federal National Council to obtain their views. Afterwards, the budget is passed to
the Federal Supreme Council, accompanied by the recommendations of the National
Council, in order to obtain final approval. At this stage, the budget is issued by a
Federal Act by the President of the U.A.E.
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In practice it has been noticed that the federal budget is delayed for several
months. In such cases the ministries will be instructed by the Ministry of Finance to
continue their expenditure according to the previous year's appropriation, until the
new budget is issued.
2. Execution Phase
The Ministry of Finance performs its role very strictly during this stage. It
performs the pre and post controlling of expenditures, formalized as follows:
1. No virement may be made between chapters of budget account without a law being
passed to that effect.
2. The number of staff may not be increased over the budget number without a law
being passed to that effect.
3. It is not allowed to use surplus appropriation of any budget items for spending on
other items, except by prior agreement with the Ministry of Finance.
4. It is illegal to expend more than budgeted for a given class, except with the prior
permission of the Ministry of Finance.
5. All appropriations not used during the fiscal year are forfeited.
A study conducted by the SAI (1975-76) about the difficulties facing
expenditures from the general budget appropriation identified the following:
1. The centralized system for executing the financial operations of the ministries and
the government units, resulting in:
a. delays in preparation of the general budget, in turn reflected in delays in executing
public works. In particular, the Ministry of Finance refrains from spending on some
of the appropriations until the month prior to the end of the budget year;
b. obstacles and restriction on transfers among the budget appropriations, because of
the general restrictions derived from the Budget Act.
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2. The lack of accurate government accounting to organise relations between the
concerned ministries and the Ministry of Finance. Furthermore, Act No. 14 for
1973 did not clarify such role. The Ministry of Finance was left to issue
memoranda and instructions to organise the relationships, in turn increasing the
centralisation in preparing and executing the budget appropriations.
3. The lack of a government accounting system to organise the method of preparing
and recording finances in accordance with the budget classification.
4. Centralization in executing control over the financial operations in the Ministry of
Finance.
It seems to the researcher that the Ministry has partially succeeded in achieving
its role and objectives of monitoring the revenues and expenditures of the federal
government. The Ministry's partial success is due to the fact that article 2 of Federal
Act for the year 1972 and its amendments give the Ministry the right to carry out
internal financial control in terms of monitoring the budget execution, on the U.A.E's
financial activities and obligations. Second, the law requires the Ministry to keep
records similar to those kept by the ministries for the purposes of monitoring
disbursement, and it has the right to look at the documents kept in the concerned
ministries.
Despite the stipulation of Act No. 14 for the Year 1973 that spending must be
through the financial department in the concerned ministry, still the Ministry of
Finance plays the central role in spending and monitoring the disbursement of the
ministries. This has created a very difficult situation for the ministries, by delaying the
execution of operations and projects.
Delays in preparation of the general budget, are in turn reflected in delay in
executing public works. In particular, the Ministry of Finance refrains from spending
some of the appropriations until the month prior to the end of the budget year. There
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are also obstacles and restrictions on transfers among the budget allocations, because
of the general restrictions derived from the budget acts.
Another problem is the lack of accurate government accounting to organise the
relationship between the concerned ministries and the Ministry of Finance.
Furthermore, Act No 14 for 1973 did not clarify such role. The Ministry of Finance
was left to issue memoranda and instructions to organise the relationships, which in
turn increased centralisation in preparing and executing the budget appropriations.
There is no effective government accounting system to organise the method of
preparing and recording finances in accordance with the budget classification.

2.6. Role of the Ministry of Planning
Theoretically, the Ministry of Planning plays a vital role in preparing the national
plan and determining its phases and annual process, as well as the components of
programmes and projects, in co-operation and co-ordination with other ministries in
the light of the general strategy of the state and national interests. Since the
establishment of the U.A.E in 1971, the federal government has made attempts to
develop techniques to plan and direct socio-economic development in the country.
Attempts at development planning in the U.A.E may be traced to the promulgation
of Federal Act No (1) for the year 1972, in which the Ministry of Planning was
established in order to formulate the process of setting goals and target for socioeconomic development.
In 1973 the Federal Act No. 3 was issued. It indicated the need to establish a

general comprehensive long-range plan for socio-economic development, determined
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the main goals of the plan and called for the establishment of a National Planning
Council.
The National Planning Council (N.P.C) and the Ministry of Planning have the
responsibility for preparing the national development plan and monitoring its
implementation. The N.P.0 is made up of the Prime Minister or his deputy and
representatives from the ministries of Planning, Finance and Industry, Economy and
Education, Transportation, Housing and State, as well as representatives from the
private sector with proficiency in different vocations and activities. The members are
appointed by Federal Decree . The functions of the N.P.0 as determined by the Act
are as follows:

1. to study the needs of the State for the purpose of development and suggest aims
and priorities on the basis of current and future indicators, with approval of higher
authority;
2. to prepare long-term, medium-term and short-term plans, suggest policies and
follow up the execution of such plans, and prepare reports to be sent to the
concerned authority;
3. to suggest and prepare the annual development budget and follow up spending with
the co-operation of the Ministry of Finance and the concerned ministries;
4. to conduct the central census;
5. to prepare financial, economic and social studies necessary for preparing
development plans;
6. to provide recommendations regarding the methods required to utilise financial,
human and physical resources for the execution of annual development plans and
programmes and send such recommendations to the concerned authorities;
7, to perform such other functions as required by laws, regulations and decisions of
the Council of Ministers issued for this reason.
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Furthermore, the government has made several attempts to organise and develop
the administrative sector at both federal and local levels. However, the most important
document issued was the document outlining the general objectives for development
planning, in the year 1974. The document emphasised
(1) the need for economic development on a balanced basis, undertaken by the federal
state and the local government;
(2) the requirement for international co-operation;
(3) the support for national development;
(4) concentration on human resources as a basis for development;
(5) social welfare for the citizen as a main objective of development,
(6) the development of the nation's manpower for development purposes;
(7)co-operation between the public and private sector, which was given constitutional
recognition.
Despite the previously mentioned attempts to initiate a development plan, the
first national development plan that was proposed for the year 1981-1985 was
aborted. The reasons for this were related to the following:
(1) The lack of efficient study, particularly in the planning process at the ministry and
government department levels; also, the lack of efficient human resources
management capable of relating policy planning to expenditure planning.
(2) The difficulty of reinforcing the role and responsibility of ministries in the decision
process.
The preparation and implementation difficulties were as follows:
(1) failure to identify objectives and programme elements in each ministry;
(2) failure to formulate the expected results, strategies and resources (financial and
human ) and relationships between them;
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(3) difficulties in identifying criteria for cost effectiveness in each ministry;
(4) inadequacies of the management information system by which data were collected,
analysed and monitored;
(5) lack of statistical data in each ministry;
(6) lack of managerial capabilities;
(7) lack of plan discipline in each ministerial department;
(8) poor initial studies and formulation of project proposals

2.7. Role of the Civil Service Council
In August 1973, law Number (8) for that year was promulgated with regard to
setting up the Civil Service Council (CSC). When the law was amended in 1978, more
than 50 articles were altered. The CSC is composed of one minister acting as head,
and seven members with proficiency in management, financial and legal areas. The
functions of the CSC are as follows:
1. to suggest draft laws and regulations in regard to public services and express its
opinion on plans and policies proposed in this regard;
2. to monitor and interpret the laws and regulation relating to the recruiting system;
3. to suggest regulations for selection of candidates to fill vacancies and determine the
required qualifications;
4. to recommend the regulations for the training of employees and oversee the
execution of those regulations in order to guarantee the quality of public services
and efficiency of government operations;
5. to suggest regulations for reviewing and checking to ensure the safety and
efficiency of administrative agencies through the Department of Public Service
Affairs;
6. to suggest rules with regard to jobs and matters pertaining to policy on payments,
wages, promotions, etc;
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7. to examine and review complaints received from public servants with regard to
their jobs and personnel issues.
It is evident that the law gives the Civil Service Council a key role in areas
pertaining to the public service and determines that it be responsible not only for
proposing regulations but also for monitoring compliance with those regulations. To
fulfil the Council's objectives, the ministries are asked to seek the approval of the Civil
Service Council with regard to new appointments and promotions.

2.8. Relationship between the Federal Government and State Government

The relationship between the Federal government and State government is
determined constitutionally. Article 120 of the provisional constitution of the U.A E
stipulates that the federal union has legislative and executive control over
1.External ( foreign ) affairs;
2.Federal defence and military;
3.Federal Protection and security, internally or externally;
4. Security affairs and public order in the permanent capital of the union;
5. Federal employee affairs and federal judiciary;
6. Federal finances, taxes, fines, and federal returns;
7. General federal loans;
8. Post, radio and telecommunications;
9.Maintenance, improvements and traffic control on Federal roads determined by the
Supreme Council as main roads;
10. Air control, aviation and issue of air traffic licences;
11. Education;
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12. Public health and medical services;
13. Finance;
14. Measurements;
15. Electricity services;
16.Federation Nationality, passport and naturalisation and emigration;
17. Federal property;
18. Statistics and census for the purposes of the union;
19. Federal ( media) information.

Each state government, according to the provisional constitution article 117,
maintains political security and order within its own territory. However, article 18 of
the same constitution ensures that each emirate must work toward strengthening unity
among the states, politically, legislatively and administratively. The relation between
the federal and state level is distinguished by the services provided by the ministries.
Some, such as education, health, and post are purely undertaken on the federal level
while others, such as security and road building are combined. The differentiation is
clearly reflected in the way in which the federal ministries have been organised in
terms of their functions and powers ( Al-Kubaisi, 23:1982).

2.9. General Expenditure Development in the U.A.E
The government role in the third world, particularly the oil producing countries,
has shaped the development process in these countries. This role is reflected in the
government's general expenditure on the public sectors of the economy, such as
education, health, transportation, etc. (Ministry of Planning, 1975-1985:72).
The annual percentage increase in expenditure in the United Arab Emirates
(U.A.E) reached a peak of 147 % in the year of 1977, and the increase for the year
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1973 was similar, at 146.4%, compared to the base year, 1972. High increases were
also recorded in 1974 and 1975, at 84.2 % and 69.3% respectively, while the
percentage increase in 1976 rose to 101.6%.(see SAI Final Reports 1976-1989 and
Table 2-2).

TABLE 2-2
THE DEVELOPMENT OF ACTUAL
GOVERNMENT EXPENDITURES
Year

1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989

Actual Expenditure
Closed Account
( in Millions Dirhams. Dh )
163.7
403,4

Percentage
of Growth

743.1

84 .2

1257.9
2550.5
6286.6
7486.3
8692.4
15380.7
20731.3
20041,9
16427.7
15739.2
16034.7
15295.8
15699.1
16411.3
17225.5

146.4
69.3
101.6
147.0
19.0
16.1
77.0
34.8
(3.3)
(18.0)
(4.4)
0.02
(4.6)
2.6
3.4
4.9

Source: Adapted from State Audit Institution Final Account Report 1967-1989.

The main reasons for the phenomenon of increased general expenditures,
particularly the increase of more than 100 percent in some years, according to the
State Audit Report issued in (1977-1978:22-23) may be classified as follows:
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1. Political and Administrative Reasons.

The political and administrative reasons basically relate to the establishment of
the United Arab Emirates and the subsequent formation of many government
organisations such as the National Federal Council, Federal Courts, Ministries and
State Audit Institution, in addition to some local internal departments attached to the
federal ministries. The federal government, since its establishment, has extended its
relations with many countries, and its expenditure has increased remarkably.
Participation in many international, as well as in many Arab and foreign organisations,
also resulted in the increase of the general expenditure rates (SAI, 22:23).
All in all, these factors played an important role in increasing the annual
expenditure of the U,A.E Federal government. However, the increase did not occur
instantly, on the day when the federal government was established, but occurred
gradually, according to the needs of the country and the general circumstances (SAI
1977-1978 :22-23).

2. Social Reasons.

The social reasons for increased expenditure relate to the great concern given to
the expansion of general public services provided by the federal goverment,
particularly in public health and education. This concern is clearly seen in the
construction of a number of hospitals and clinics, particularly specialised ones, in
addition to numerous schools and the establishment of the U.A.E university, and other
institutions. Consequently, current and capital expenditures were increased
(SAI,1977-1978 :23).
3. Economic Reasons.

Relevant economic factors include participation in economic projects in some Arab
countries, and the sharing of investment with private companies such as banks. Also,
government contributions have been made in the form of subsidies to some local
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companies, to enable them to sell their commodities to the public at lower prices
(SAL.23)
However, the most important reasons for the increase in the general actual
expenditure were international increase in commodities prices since 1973, the
increase in the production costs, and inflation, which caused a remarkable increase in
the prices of commodities and equipment bought by the government in order to
implement its development projects. These circumstances had great indirect impact on
the increased rate of general expenditure (SAI, 1977-1978:23) ( see also Ministry of
Planning, 1980:84).
According to the SAT's final account (1983:55) the increase in the year 1980 was
due to:
a. the expansion in the scope of government organisations by affiliation of many local
entities;
b. provision of welfare grants to needy citizens;
c. provision of subsidies to support the price levels of some consumer goods;
d. the general improvement in education and health services and contribution in many
organisations, which resulted in financial obligations;
e. investment in some economic projects in Arab countries, and also in private
organisations;
f. the inflation rate which was associated with a rapid rise in the prices of goods and
services.
The rate of expenditure in 1981 increased by 34.8 percent compared with the
previous year. However, the years of 1982, 1983, and 1984 showed sharp reduction
in general expenditure by 3.35%, 185% and 40% respectively. The main reasons for
this sharp reduction were government policies to tighten expenditure, curtail the
expansion of development projects, and reduce investment in projects, in response to
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fluctuations in international prices of oil, the main source of revenue for the general
budget in the U.A.E (Ministry of Planning, 1980-1985:78).
The enormous increase in general expenditure in some years, revealed by the data
provided by the government agencies, did not bring about any real increase in the
services provided or projects accomplished, because the percentage growth of actual
general expenditures was higher than that of public service provision and project
completion. This suggests that there has been unwise spending of public funds
(SAI,1989).
To ensure that public funds are used efficiently and wisely, and to reduce the
impact of unwise spending, the format of the current budget must be modified . The
modification should be based on work accomplished or performed. This means that
the general budget would approach the concept of Programme Performance
Budgeting. The new approach would help to measure performance and work
accomplished, in order to determine the volume of wastage on the one hand, and the
control of expenditure, on the other (SAI,1981).
The view of the researcher is that the estimations in the current budget are based
on unrealistic studies. They are prepared by taking the estimation of the previous year
as a basis on which to assess the estimation of the next year's budget. This method
encourages the personnel and managers in government entities to overstate their
budget estimations, and to use their resources inefficiently, for fear that any surplus
remaining at the end of the year will lead to a cut in their allocation for the next year.
Therefore, it is necessary to prepare the budget estimation for each government entity
on a scientific basis and to utilise resources efficiently and effectively, in the light of a
Programme Performance Budgeting approach.
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2.10. Conclusion
This chapter has outlined the accountability and monitoring system in the United
Arab Emirates. Accountability is divided among several areas of responsibility
according to the U.A.E constitution. In this connection, the phenomenon of
development of general expenditure in the United Arab Emirates based on the data
available for 1972-1989 was discussed. The increase in government expenditure was
related to political, economic and social factors. Although the increase in U.A.E
general budget was to some extent justifiable in the light of those factors, however, it
was pointed out that the basis of budget estimation is unsatisfactory and may lead to
unwise allocation.
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CHAPTER THREE
DEVELOPMENT OF EXTERNAL
AUDITING CIN THE U.A.E

CHAPTER THREE

DEVELOPMENT OF EXTERNAL AUDITING IN
THE U.A.E

3.1. Introduction
This chapter aims to outline the establishment of external audit in the U.A.E as a
external independent authority to control and audit public funds and ensure the
legality and safety with which state funds are administered. Various aspects of SAI
control will be identified and the reporting cycle and function be explained.

3.2. The Establishment of State Audit Institution in the U.A.E.
The legal base of establishment of external financial audit in the U.A.E is article
136 of the U.A.E Constitution. That article provides for the formation of the SAI to
perform supreme audit in the federal government, envisages a law to organise and
determine the SAI's mission and staff and guarantees financial and functional
independence to the SAT. In 1976, according to constitutional provision, federal law
no 7 was promulgated to establish the SAI. The first article of the law of
establishment stated:

"An independent authority called the State Audit Institution
(SAL) shall be established and attached to the Federal National
Council. The SAI shall audit the funds of the state and other
authorities stated in article(4) herein. The SAI shall particularly
ensure the safety and the legality of managing such funds and the
implementation of development projects, all as provided for in this
law and its internal regulation. The State Capital shall be the
headquarter of the SAI Branches of the SAI can be established in
the Emirates members of the Union at the decision of the SAI
President."
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As stated in the Constitution, the law attaches the SAI to the Federal National
Council, and separates it, financially and functionally, from the executive branch
authority.

3.2.1 Power of the SAI
According to article 4 of the law of establishment, the SAT is empowered to
audit the following bodies:
I- The ministries and departments of the Federal Government
2- The Federal National Council.
3- The public corporations.
4- Companies or bodies, in the capital of which the state or any public artificial person
may have a share not less than twenty five percent or for which the State
guarantees a minimum limit of profit or offers a financial subsidy.
5- Any other body of which audit is charged to the SAT by the Federal Supreme
Council (F.S,C), the President of the State or the Cabinet.
In addition, the SAT according to article 4 may practise audit of the government
departments in the individual emirates upon a written request from their rulers. Also
SAT may conduct audit over the finance of corporations and bodies or companies in
which the Emirate may have a share not less than 25% of their capital, or those for
which the Emirate government guarantees a minimum limit of profit, or offers
financial subsidy.

3.2.2. Nature and Scope of State Audit Institution
The SAI is authorised by law to conduct financial audit of public funds and public
projects. It conducts financial audits of Ministries, Federal Government Departments,
Public Corporations, Companies or any bodies in which the state or any public
artificial person has a share of not less than twenty five percent, or to which the state
47

guarantees a minimum level of profit or offers financial subsidy. In addition, the SAI
has the right to conduct the pre-audit of draft government contracts worth more than
500,000 Dirhams (DH). Moreover, it also exercises control during contract
implementation, as well as after the accomplishment stage.

3.2.3. Organisational Structure Of SAI
Based on law no 7 for the year 1976, the SAI is composed of a president, assisted
by a vice-president and an advisor, with a sufficient number of auditors and staff (see
Figure 3-1)
Basically, the SAI is classified functionally into the following departments:
1- Financial Control of Administrative Sector in Abu Dhabi.
2- Financial Control of Administrative Sector in Dubai.
3- Financial Control of Public Administrative Corporations.
4- Financial Control of Economic Corporations.
5- Follow-up of Financial Violations.
6- Financial Administrative Affairs.
7- Follow-up and Studies Control Section.
8- Technical Bureau.
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Articles 10-14 of the internal instructions determine the duties and responsibilities
of each member of staff. The SAI is headed by a president who initiates the annual
plan for the SAL. He also supervises, technically and administratively, all its functions,
including supervision of the work, issuing decrees and providing instructions to all
departments in accordance with the responsibilities designated in the SAL Act.
The president of the SAI is assisted by a vice-president, who in turn carries out
delegated responsibilities in supervising the work of all departments. As well as
participating in the annual plan, he inspects draft audit reports, and ensures that they
are submitted to the bodies subject to SAI control. The vice-president represents the
president in his absence and acts on his behalf The SAL advisor acts as a general
consultant in any affairs regarding the SAT functions provided by the president, vicepresident and the Department of Study and Follow-up.
Each department is headed by a director who is responsible for supervising all
activities in his department. He audits, inspects, investigates and monitors the
execution of the annual work plan in his department. He also distributes the auditing
programmes within his department upon the suggestion of the controller. Jointly with
the controller, he prepares and submits a quarterly report about the department to the
vice-president. This report indicates the degree of achievement of the annual plan,
explains the reasons for any delays or deficiencies in implementation and suggests
solutions for improving departmental productivity.
In each department is one or more controller, whose responsibility is to supervise
the workplan and manage the mission of the auditors in their divisions. The controller
checks the preliminary reports prepared by his auditors as well as drafts of reports to
be sent to bodies subject to the control of his divisions; he then transfers them to the
director of the department. According to article 14 of internal instruction no 1, the
controller should observe the productivity of the auditors' work, both quantitatively
and qualitatively. By his instructions, he aims to urge the auditors to improve their
audit finding and concentrate on the main significant issues. The controller, according
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to article 14, can also carry out investigations, either alone or in co-operation with an
auditor, upon the request of the vice president or his personal suspicion of financial
violations.
The auditors in the SAI are the most important elements in the control cycle. The
huge burden and importance of their auditing, the value of their findings and effects of
their reports may lead to the success of the audited body in achieving its goals and
objectives, or may damage the image of the SAI in the eyes of the auditee. Auditors in
the SAI perform auditing, inspection and investigation as stipulated in the SAI law
and in the internal instructions, and according to a time-table set forth in the
memorandum of work distribution. As a result of their findings, they prepare a
preliminary report, explain clearly their observations, identify financial violations and
determine the money that must be refunded. Their reports are submitted to the
controller who in turn passes them to the director. The controller may accept the
findings in the auditor's report, reject them, or demand further inspection or
modifications.

3.2.4. Human and Financial Resources of SAI
The availability of adequate human and financial resources is one of the key
factors in the SAT's ability to perform its missions successfully. The SAI law offers the
legal authority that ensures the independence of SAT in providing and maintaining
such resources. In this respect, the president of the SAI is responsible for preparing
the budget estimation for SAI expenditure with the Speaker of the Federal National
Council who will forward it to the Ministry of Finance. The latter inserts the estimate
as forwarded under a special section of the State's General Budget. Thus, the
president of the SAI has all the power of the Minister of Finance regarding budget
preparation and the use of the appropriations allocated to the SAT in the General
Budget, without being subject to the control of any external body such as the Cabinet,
the Minister of Finance or the Council of Civil Service.
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The SAI law also provides a basis for the SAI to maintain human resources of
appropriate quantity and quality. The SAI has an extensive discretionary power to
determine the human resources it requires to carry out its mission and tasks, in the
light of the audit requirements and the development and implementation of the SAI's
work plans.
Moreover, the SAT law regulates the auditors' remuneration and guarantees them
independence, neutrality and most significantly, security of tenure.

" The S.A.I. professional officials shall be irremovable except
through disciplinary procedures. They shall not be transferred nor
delegated to another post outside the S.A.I. before having their
opinion ....". (Article 40).

3.3. Types of Audit Performed by SAT

The Federal Act of 1967 regulates the SAT's auditing activities in respect of both
timing and nature.

3.3.1 Timing of Audit

a) Pre-audit
According to article (6) of the SAT law for the year 1976, the SAI is authorised to
perform pre-audit on every draft agreement or contract relating to public works,
supply, lease and other contracts or agreements which establish rights for the State
or for other public artificial persons or which include obligations or commitments
incumbent on them, if the amount of each contract reaches five hundred thousand
Dirhams or more, by whatever method the contractor has been selected. The total
value of contract or agreement may not be divided into smaller units to avoid preaudit by the SAI. Law No (7) for the year 1976 obliges the SAT not to delay preaudit of the draft contract. The SAI must inform the concerned authority of the
result of its prior (preventive) audit within seven days from the date of receiving
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the draft contract from the concerned government authority. If the SAI does not
comply with the specified period and notify the concerned authority of its decision,
the authority has the right to sign the contract or agreement without prejudice to
the SAT's power in conducting the post-audit and verifying the contract or
agreement after its completion. If the draft contract or agreement is rejected by the
SAL or if the concerned authority does not find it appropriate to take the SAI's
objection into consideration, then the concerned authority is obliged to make
representations to the SAT, supported by evidence. If the SAT president stands by
the SAT's opinion, the matter must be referred to the relevant minister or official
with ministerial powers. If the minister's opinion differs from that of the SAI
president, the president according to article (9) of Law No 7 for the year 1976,
may refer both points of view to the Council of Ministers, who will make the final
decision. The Council of Ministers' decision is implemented, but if it differs from
that of the SAL the president of the SAI submits a detailed report on the case to
the Federal National Council, within a week from the date of issue of the decision
by the Council of Ministers, accepting the contract or agreement.
The SAI's aims, when performing pre-audit are as follows:
1) To ascertain whether an appropriation for the contract or agreement exists in the
general budget.
2) To ascertain whether the amount of the contract falls within the budget
appropriations for such contract.
3) To determine the legal accuracy of contracts or agreements, to see that they
comply with the financial laws, regulations and instructions and to ensure that the
financial interests of the State are maintained.
b) Post Audit
In the field of post-audit, article (10) of the law for 1976 has determined the postaudit functions exercised by the SM. These functions are:
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1- To ensure that the administrative authorities have collected the revenues accrued
for the State and added them to the related accounts.
2- To ensure that the expenditures have been adequately disbursed within the limits of
appropriations allocated in the budget and in accordance with the objectives for
which such appropriations had been allocated, and that the expending operation in
all stages, has been accomplished according to the accounting and financial laws,
regulations and rules of budget.
3- To audit the reconciliation accounts; such as trusts, advances and current accounts.
4- To audit loans concluded by the public artificial persons in order to ascertain:
(a) The soundness of the financial conditions provided in the loan contract, and,
(b) That the original loan plus its interests have been repaid according to the rules
adopted in this respect.
5- To audit the investment of the State's fund and those of other public artificial
persons to determine the soundness and security of the fields in which such fiinds
have been invested, as well as the expediency of the return on the investment.
6- To audit the accounts of warehouses and stores and their entries reviewing their
books, registers and other relevant documents; also to ensure the soundness of
annual inventory operations, study the reasons for accumulation or damage of
stored materials, and propose appropriate means for safe-keeping and maintaining
such materials and necessary rules for sound planning to supply the warehouses
and stores.
7- To control implementation of development projects as stated in the plan, to ensure
the sound utilisation of appropriations allocated in the budget for such projects,
and that the said projects are implemented within the specified costs and time
limits, and that plan targets have been realised; and to investigate the reasons for
deviation and deficiency.
8- To examine the final and appropriation accounts of all authorities audited by the
SAT, as well as balance sheets, profit and loss accounts and trading accounts of the
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corporations and companies of the economic sector subject to the SAI control and
their documents, to identify the exact financial position of such authorities,
corporations and companies and to determine that their returns are sound and
expedient and to limit the rights and obligations of the State and public artificial
persons vis-a-vis these companies.
9- To make an inventory of money, stamps and papers of value to ensure their
conformity with entries.
The role of the SAI in respect of revenue is:
a) To ascertain that the administrative authorities have collected the State revenues
and accounted them properly.
b) To scrutinise the documents, sheets and accounts to ensure the sound calculations
of revenues and dues.
c) To verify that the collected amounts are legally accrued and that the financial
operations relative to the collection of these accrued amounts and their entries
have been accomplished regularly and according to the financial and accounting
laws, rules and regulations.
The role of the SAI in respect of government expenditures is:
a) To ascertain whether the expenditures have been made in accordance with the
budget appropriations allocated in the General Budget, and whether the
disbursements have been made within the limits of allocation in the budget in
accordance with the objectives for which the appropriations have been allocated.
b) To determine whether all stages of operations have been accomplished in
accordance with the accounting and financial laws, regulations and rules of budget.
c) To verify that appropriations have been used without extravagance in accordance
with the rules of Internal Regulation and that the financial disposals have been
executed according to the accounting and financial laws and regulations and the
budget rules.
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The SAI verifies the secret expenditures allocated in each ministry's budget.
Article 18 of law no 7 for 1976 requires each competent Minister to submit a signed
statement every three months as evidence of special confidential expenditures. The
statements should include details of secret expenditures expended during the specific
period from the appropriations of confidential expenditures allocated in the budget of
each ministry.

3.3.2. Nature of audit
The SAI is authorised to perform the following kinds of audit:
a) Regularity and financial compliance audit
According to article No 12 of the law for the establishment of SAI, the SAI
performs regularity and financial audit. Article No 1 Part 2 does not directly refer
to performance auditing, but the words safety, efficiency and accuracy are used.
They imply evaluation of the safety and economy of operations. Since the SAI was
established as an external control body, regularity and financial compliance audit
are considered to be among its major functions, and many efforts have been
devoted to those types of auditing. Thus, under SAI law and the Institution's own
auditing instructions , the regularity and financial compliance audit entails the
following procedures:
1) examining whether the entity has complied with applicable laws and regulations,
and the extent of applicability of current laws and regulations;
2) examining whether the expenditures have been spent properly, and the financial
operations properly conducted according to laws, regulations and instructions of
Ministry of Finance;
3) checking the payment documents and the individual figures in the accounts to see
whether they are presented accurately;
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4) examining the entity's decisions regarding recruiting, promotion.. .etc., during the
fiscal year, and ascertaining whether these operations were conducted according to
the laws, regulations and budget appropriations;
5) comparing the financial documents with records prepared in the Ministry of
Finance to ensure the accuracy with which accounts are prepared and posted;
6) examining the financial records and receipts held in the entity's accounting
department to ensure whether they are kept according to financial laws and
accounting instructions issued by the Ministry of Finance;
7) studying deficiencies in the administrative laws and civil laws, and suggesting
amendments or modifications;
8) suggesting solutions to any administrative problems.
b) Accounting audit
According to the SAT law, the auditee is required to submit to the SAT all
documents, data and accounts that facilitate its work and enable it to carry out its
functions properly. This work includes:
1. examining the accuracy of accounting operations such as recording, classifications,
documentation and posting;
2. inspecting the final accounts, balance sheet, profit and loss, operating and trading
accounts, including related records, and documents, to determine the real position
of those entities subject to SAT control and to determine the return on investment,
as well the rights and obligations of the State or public artificial persons;
3. controlling all the reconciliation accounts as well as credit and debit accounts to
ensure the accuracy of their recording, documentation and compliance with general
accounting financial rules;
4. checking the accuracy of financial reports and the reports provided by the external
auditors at the end of the fiscal year, for corporations and companies of the
economic sector subject to the SAI's control;
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5. examining the accuracy of the accounts of warehouses and stores and their entries,
reviewing their books, registers, etc.
c) Financial audit
The objective of the SAI's financial audit is to maintain effective control over
public funds, to verify that all expenditures are spent according the annual budget
and financial rules and regulations and to achieve their intended purposes, as
follows:
1.verifying the necessity of expenditure and proper utilisation of the funds for the
purposes for which they were allocated in the annual budget;
2.checking that the body in question has used its funds appropriately according to
internal regulations and financial rules and instructions; and that financial operations
have been performed according to the laws, instructions, and budget rules;
3.examining whether the revenues have been collected properly and at the proper
time, and whether the financial operations related to the collection of the revenues
were conducted according to the financial laws, regulations and the instructions of
the Ministry of Finance;
4. verifying the proper utilisation of funds invested by the State or any public artificial
persons, in order to ensure the safety of the funds invested and the extent of the
return on investment;
5. verifying the safety of lending and borrowing policy, which implies controlling and
auditing the loans granted to verify:
- the safety of financial conditions when the loan contract was issued
- the basic amount of loans and their interest
- that the public bodies under the control of SAI followed the proper methods and
procedures when the loans were granted.
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d) Efficiency audit
According to the SAI law of establishment article 11 section 2 within the limits of
its powers, the SAT shall undertake the following:
"study and scrutinise various financial and accounting laws, rules
and regulations as well as the method of conducting financial
operations in order to ensure the extent of their soundness,
determine the aspects of deficiency and imperfections therein and
propose the means it deems necessary to reform and improve
them in order to make the funds management, subject to audit,
reach the optimal standard of soundness, efficiency and
accuracy."

SAT depends on the above article as a legal basis to perform efficiency audit for
the government agencies and units under its supervision. However, such article does
not specifically refer to the performance auditing approach as a comprehensive
approach for auditing. Thus, in order to introduce the modern audit approaches many
difficulties and obstacles that hinder its application must be elinimated.

3.4. Financial Offences and Contraventions

According to article (19) of law no 7 for 1976, the following are listed as
financial offences and Contraventions:
1- Violation of financial rules and provisions as stipulated in the Constitution, laws,
rules and regulations;
2- Violation of the State General Budget provisions as well as those budgets of bodies
subject to the S A I audit;
3- Every disposal, negligence or deficiency resulting in illegal disbursement of monies
from the funds subject to SAT audit, or loss of financial rights of the state or any
other bodies subject to the S A I audit or prejudicing any of their financial interests
or inflicting damage to one of their financial interests or to the funds under audit or
delay of the implementation of development projects;
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4- Defalcation of funds under audit or mistrust;
5- Commitment of unnecessary expenditures not required by the public interest;
6- Failure to provide the SAT with the accounts and supporting documents at the
appropriate time, or to provide other papers or documents required, for audit
purposes;
7- Failure to respond to the SAI's observations or correspondence, in general, or
delay in replying without good cause;
8- Failure, without good cause, to inform the SAT within a maximum of 15 days, of
the steps taken by the concerned department, to adopt penalties against financial
contraventions endorsed by the SAI or to slow down without sufficient
justifications.
In general, any disposal, negligence or act that hinders the SAI from exercising
its functions, and powers of financial control in a proper manner, is considered a
financial contravention.
Furthermore, within the limits of its powers stipulated in law no 7 for 1976 the
SAI undertakes the following.
a) to detect incidents of defalcation, negligence and financial contravention,
investigate and study the aspects of deficiency in legislation and the system of
internal control which led to their occurrence and propose the means to remedy
them;
b) to study and verify different financial laws, rules and regulations in order to ensure
the extent of their soundness, determine any deficiencies and imperfections and
propose the means to reform and improve them to ensure optimal performance of
government financial management.
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3.5. Reporting Cycle and Function

According to the SAI law, the reporting procedure is as follows:
1) The President of the SAI forwards an annual report regarding the financial
accounts of the bodies subject to the SAT control. The report contains the auditing
findings and any contradictions in opinions between SAI's and others under the
SAT control.
2) The SAI's final report is circulated to the National Federal Council and the Council
of Ministers If the body under control is a Government-owned corporation, the
SAI report is circulated to its management or board of directors.
3) The president of the SAT may forward other reports which he considers to be of
major importance during the fiscal year.
The SAT prepares several types of reports:
a) Monthly follow - up reports

These reports are prepared for internal purposes, in order to monitor the
achievement of the auditors in performing their tasks. Both the quality and the
quantity of the auditor's work are shown and he is evaluated accordingly.
The director of the department to which the auditor belongs makes a report
explaining the nature of the work planned and performed and the achievement of
each auditor, according to the work plan previously circulated. He also explains
any deviation from the work plan that occurs and makes suggestions to increase
the productivity of each auditor in his department. This report is transferred to the
Department of Study and Follow-up. The results and the recommendations in this
report are evaluated and instructions given to improve the quality and quantity of
the auditors working in SAI.
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b) Quarterly and Annual Reports
The preparation of quarterly and annual reports is the responsibility of the director,
in conjunction with his controller. They are forwarded to the vice-president of SAT.
The reports detail all financial violations, misconduct and misuse of public funds by
bodies under the control of SAT, during the fiscal year.
The director may also include in this report, any deficiencies in the current financial
and administrative laws and regulations, and suggest remedies for them. The report
is also submitted to the Department of Study and Follow-up, for its
recommendations.
c) The Final Account Reports
Final accounts reports are prepared by each responsible department, with the cooperation of the Department of Study and Follow-up. The report contains the
accepted budget figures for actual expenditure and revenues. The report is
forwarded by the SAI president, to the National Federal Council, the President of
the State, the Supreme Federal Council and the Council of Ministers. If the body
which is subject to SAT control is a public corporation, the report is also forwarded
to its management or board of directors.
The president of the SAT may be invited to attend the meeting to discuss the final
accounts report and he may respond to any questions raised by the members of the
authorities concerned, regarding the contents of the final accounts.
d) General Annual Report
The general annual report is considered the most important document prepared by
the SAI in the UAE. The report covers the operations for one fiscal year or more.
It contains the major remarks and findings regarding financial violations,
administrative misconduct or misuse of public funds. The remarks are usually
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classified according to the General Budget appropriations. The report is divided
into two major sections: the administrative section includes the major remarks and
findings and financial violations of each ministry and department. The other section
is related to the economic sector. This section is concerned with the major remarks
and findings as well as financial violations of the economic sector, such as public
corporations and government-owned companies.
e) Preliminary Individual Reports

This type of report is mainly prepared by auditors, individually or in collaboration.
It contains all findings and financial violations discovered by examining the records,
documents, etc., of the concerned audited body, according to the annual work plan
distributed to every auditor in the SAI. The preliminary reports are sent to the
auditee, e.g. Ministry, department, public corporation, etc. The audited bodies are
required to respond within the specific time limit assigned for them, to refund all
money spent illegally, and to correct any financial violation committed by them.
3.5.1. Publication of SAI General Report

The SAI General Report is not available to the public. However, written copies
are submitted to the National Federal Council, President of the State, Council of
Ministers, and the government units subject to SAI audit. Thus, the media and press
play no role in informing citizens about the findings in the SAI's annual reports, since
these findings are considered highly confidential. The result is that reports fail to serve
the purpose of accountability, because many user groups do not have access to them.
The media should play an important role in publishing the SAI's views of government
financial operations.
As Heinz Zavelberg,(1989:1) President of the Federal Court of Audit of
Germany states:
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"The results of financial control are not 'business secrets' of the
large enterprise called the 'State'. On the contrary, citizens living
in democratic societies have a right to know whether the State
observed the law and principles of economy, efficiency, and
effectiveness when collecting revenue and incurring expenditure.
The disclosure of the budget ought to be in line with the disclosure
of audit results".

3.6. Conclusion

Chapter Three has outlined the legal basis for the SAT as the external auditing
body in the United Arab Emirates. Its status of establishment, power and
organisational structure have been explained, as well as the various types of auditing
performed by the SM. Reporting of audit findings was discussed in order to illustrate
the role of SAT reports in the accountability cycle. It was noted, however, that the
reports are not available to the public, so that their findings reach only limited user
groups.
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CHAPTER FOUR

THE GOVERNMENT BUDGET SYSTEM APPLIED
IN U.A.E AND THE NEED FOR REFORM

4.1. Introduction.

The aim of this chapter is to highlight the government budgetary system currently
applied, and its reflection in the type of government accounting. On the basis of this
discussion, the need is suggested for reform in the U.A.E budgeting system, in the
light of the Programme Performance Budgeting System.

4.2. The Government Budget in the U.A.E.

Basically, the government budget for service sector entities is prepared to
maintain legal control over the utilisation of government resources in accordance with
appropriation fund allocation. It is an instrument to maintain data and information for
planning, performance evaluation and control of government activities. In respect of
these aims, the main objectives that the government budget is intended to achieve are:
1-Legislative control over the appropriation fund allocated to the government
programmes, and imposition of financial as well as legal control on outflow of
resources.
2-Effective administrative control over the performance of government entities. In
other words, a budget is a tool used by the executive to monitor the performance
of the entities in terms of programmes and activities in regard to the planned
targets. As Bowsher(1993:8) indicated, the government budget is:
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"a financial plan for the government. But a meaningful financial
plan must reflect accurately the programs and policies that
government intends to pursue".

3-Rationalisation of management decisions, planning and policies in accordance with
national economic planning.
The question now arises, are these objectives being achieved in the current
budgetary system')
The classification of appropriation is by group, sub-group and item. Although
such classification is important for control purposes, it does not provide any basis for
justification of expenditure. It may be argued that funds are assigned to activities in
order to provide quality and quantity of services. The budget has ignored this aspect
and mainly focused on the inputs rather than the outputs.
Classification according to the item of expenditure requires identification of the
activities carried out by the government entities, which gives rise to difficulty in
measuring the efficiency of government entities. In addition, it leads to several
deficiencies:
1-The expenditure classification aims to maintain financial control on the
appropriations for budgetary purposes, but does not aim to maintain any control on
the accomplishment of planned objectives.
2-The classification according to category, sub-category, items and sub-items does
not provide any scientific basis on which to identify the cost of performance,
because it does not show the variation in the costs of services provided in relation
to the volume of services rendered.
3-It neglects the relationship between the various phases of expenditure and related
activities provided, as well as the performance of government entities, so that the
data and information which are supposedly disclosed in the reports do not show
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what programmes or activities have been accomplished by the government entities;
nor can their cost be identified.
4-The classification in the budget in terms of total allocation for government entities,
without any allocation on the various performance centres, leads to inappropriate
allocation of resources on the performance centres, in relation to volume of their
activity.
5-The budget figures express only the level of expenditure; consequently they do not
show any comparison between the planned figures and actual figures for various
levels of activity.
The classification of funds has assisted in providing financial control by
measurement of actual expenditure against approved appropriation. This type of
control means the control function is reduced to the basic role of ensuring the safety
of expenditure and accountability for the resources held by the government
management.
Furthermore, the principle of appropriation leads to imposing of restriction on the
entity's decisions in management of its resources and to legal restriction according to
the budget acts and regulations. This approach mainly focuses on the control aspects,
ignoring other information ( Bierman and Drebin, 1969:316). These techniques do not
provide a means of identifying variances as a basis for evaluation. They rely on the
estimations of the previous year, and do not provide an effective basis for finding out
deficiencies and problems, particularly in the performance of government operations.
The researcher believes that the traditional type of budget has the following
deficiencies:
a) The financial budget focuses on financial control rather than on execution of
programmes.
b) There are no practical objectives that can be correlated to programmes for future
analysis.
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C)

There is no link between output and inputs.

d) The method neglects long-range planning.
e) It fails to monitor current programmes as a means of assessing future expenditure.
f) There is no correlation between programmes and expenditure.
g)The budget does not contain sufficient data and information for evaluation purposes
and for selection of alternatives.
The above arguments highlight the necessity for reforming the objectives,
techniques, responsibility and basis of classification of the U.A E budget, if it is to
perform efficiently its role in planning, managing and controlling government
activities, in the light of the growth in public expenditure and provision of social
services. There is also growing need for data and information on the part of the
legislature and others, to enable them to judge the effectiveness of government
operations.

4.3. Reasons for Government Budgeting Reform in the U.A.E.
In the view of the researcher, the following factors are the sound reasons and
justification for reform of the U.A.E budgeting and accounting system.
1-There has been an increase in government activities and its obligation to provide
and expand social services to meet the social needs of its citizens. Government
expenditure has grown to meet this obligation. This increase in expenditure
necessitates improvement in the system currently applied. Government accounting
should be responsible for managing the growth in the expenditure by setting
appropriate procedures and principles.
2-There is a lack of integration between the accounting system and the government
budgeting system.
3-The external government control system is inadequate to track the huge increase in
government expenditure. For instance, the pre-control which is practised mainly
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focuses on the legality of appropriations and the accuracy of documentation, rather
than examining the efficiency and effectiveness of government expenditure.
4-The deficiency in laws and regulations, particularly those dealing with the budget
and accounting aspects of financial affairs, requires that such laws and regulations
be established in the light of reform in the budgetary and accounting system, to
match the development in management and financial techniques.
The previously observed deficiencies in U.A.E's budgeting and accounting
system, provide a strong motive to suggest reform and implementation of new
budgetary and accounting techniques in the U.A.E.
In support of this view, the SAT in its annual reports, has alerted the U.A E
government to the importance of implementing new techniques in preparing the
government budget. In this regard, the SAT has suggested the application of
Programme Performance Budgeting techniques in government entities(see,SAI
General Annual Reports 1967-1990).
In 1986, with the co-operation of the United Nations Technical Department, the
International adviser, Sand, was invited by the State Audit Institution to assist in a
study with a view to adopting a Programme Performance Budgeting system for
government entities, which would assist the SAT to conduct performance auditing
accordingly. After several meetings with the members of the SAT, Sand, in his report
sent to the State Audit Institution, (Sand,1986) suggested the following
improvements to the budget techniques used in U.A.E federal agencies:
a) The budget should be introduced prior to the commencement of the fiscal year.
b) The current line-item budget system should be changed to programme performance
budgeting and the budget concern must be devoted to achievement of objectives
and the expected results.
c) Improvement must be achieved in the internal financial control, system, and that
system must be applied systematically in the administrative structure.
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d) Ministries must set an annual plan for their performance and expected activities for
the next year. The plans must include the financial information needed by the
Ministry of Finance regarding objectives determination and cost estimations, in
such a way as to meet the requirements of obtaining the annual approval of
appropriations. The plan should assist in providing alternatives for decision makers.
e) The Ministry of Finance must make its decisions according to a standard
procedure, when appropriations are requested. It must issue rules and instructions
that clarify how and when requests for appropriations must be submitted from
different ministries to the Ministry of Finance. These rules should be included in
the budget manual. Also, performance reports should accompany requests for
appropriation.
f) A committee of direction must be established in order to set and improve balanced,
comprehensive and accurate execution of a scientific method for the budget cycle
or financial management system in the government entities. Scientific techniques
are important to create effective economic management in UAE.
Sand also argued that the reform in the U A E budgeting system must also
include improvement in the following:
1-The annual budget must be prepared as a basis for medium range planning for
development purposes in a way that reflects government objectives, policies and
strategies. Programmes, projects and budget policies must be prepared in the light
of integration with those objectives, policies and strategies. In addition, it is of
primary importance to prepare an economic forecast to evaluate external
economic factors, for instance the fluctuation in the oil market which has affected
the level and structure of government programmes.
2-The appropriate budget classification for government operations has become very
important for both financial management and the budget management.
Furthermore, it will impose effective control on government expenditures. The
current classification, which depends on line itemisation, is not efficient and must
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be altered. A budget system that focuses on the objectives of various types of
appropriations and clarifies the expected performance and the related programmes
which will achieve the objectives, must be adopted in the long term.
3-The system known as Programme Performance Budgeting has become
indispensable to budgetary reform in the U.A.E. This approach will necessarily be
concerned with outputs. It would be an important instrument for government
financial management for evaluation purposes. The approach, however, should be
introduced gradually, concentrating on the requirement of planning, monitoring
and training staff capable of comprehending these new budgetary reforms.
The inadequacies in the current traditional budget system, or the line item budget,
highlight the need for budget reform in the U.A.E. It is necessary, however, to
introduce programme performance budgeting gradually and in progressive steps.

Let us now consider the main components of Programme Performance Budgeting
in the U.A.E.
4.4. The Main Components Of Programme Performance Budgeting In the
U.A.E:
4.4.1. Accrual Basis

In the light of the line-item budget system, the cash basis procedure was basically
justified. However, the proposed reform will necessitate that the cash basis be
reconsidered and ways sought to adopt some other basis in harmony with the
application of the programme performance budgeting approach. The accrual basis is
considered an appropriate basis for programme performance budgeting.
With such an amendment in the budgeting basis as a result of application of the
programme performance budgeting approach, the issue of accountability arises,
related not only to the legality of government expenditure, but also to the efficient and
effective utilisation of government resources by its entities. Thus, the reform will

72

affect the structure of government accounting objectives, then permeate the structure
to provide sufficient information for the purposes of managing, planning and
monitoring the government activities and programmes. The cash basis used with the
line item budget or control budget has limited ability to produce the required
information, because it focuses on the inputs rather than outputs. Thus, the
information produced focuses on the control objectives. Therefore it will be rather
difficult to identify the real activity during a specific period, or even the costs of
providing such activities and comparing among several financial periods. In contrast,
the accrual basis overcomes these deficiencies. According to the accrual basis, there
will be separate treatment of the expenditure and the tasks actually performed in the
light of programme. It relates the accomplished tasks to the costs of the outputs. This
basis is appropriate to the proposed budgetary reform, since it concentrates on
programmes and activities. Also, the basis accords with the development of
accounting measurement (Rutherford, 1983).
According to the accrual basis, there will be separation in accounting periods.
Each financial year will have its own expenditure in regard to the task performed
Thus the outputs for each year could be measured, without any interference of other
years. In addition, comparison among several financial years will be possible,
enhancing the scope of evaluation (Ratclifle,1979).
The accrual basis will differentiate between the capital expenditure and current
expenditure so that each year bears its own operational expenditure, including the
depreciation of its assets ( Anthony,1980-81). More important is that data and
information derived from the accrual basis are more useful, since they cover various
aspects and serve various purposes, whether for planning or managing government
activities. So not only can the cash expenditure be identified but also the future
obligation, assets, and the costs of each programme during a specific period can be
presented ( Bolton,1977-78). Furthermore, the accrual basis helps readers of
government accounts to monitor capital maintenance and it reflects a clear picture of
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the economic impact of government services better than other methods of presenting
the information (Rutherford,1983:198).
Obviously, the success of budgetary reform in achieving its objectives and goals
will mainly rely on the application of the accrual basis, despite the resistance to its
application.
Some writers have argued that there is no need for the accrual basis to be applied
in government entities, because there is no need to match expenditure with revenues
in these entities ( Meigs et al, 1979). However, the accrual basis is surely
indispensable, especially in developing countries, in order to measure the cost of
government services, with the aim of rationalising government policies and
expenditures and achieving control and evaluation of their activities and programmes.
Others have disputed the importance of shifting from the cash basis to the accrual
basis on the ground that in most government entities, there is no significant
differentiation between the results obtained from both bases, particularly since most
expenditure is on wages and salaries, and to a lesser extent on capital assets, so that
the change to the accrual basis will have little practical importance in regard to the
outputs obtained ( Burkhead,1975).
This argument is not valid, because government nowadays, especially in
developing countries, is responsible for executing many socio-economic projects and
programmes. Such socio-economic development necessarily requires a huge
expenditure on construction of buildings, roads, transportation, etc., so that the
expenditure on such projects is investment expenditure. Therefore, the cash basis
would not basically serve in this respect. In contrast, the accrual basis is an
appropriate basis for such purposes to measure the actual costs of those programmes
and projects, and to determine the costs of government services provided through
them. This would assist the administrative and control agencies to carry out their roles
effectively.
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The implementation of the accrual basis, however, raises the question of the
scope of its application; whether it is necessary to apply it in all government entities,
or in a specific sector. Undoubtedly, application in most government entities is a goal
which must be worked for, since it is an appropriate basis for the budgetary reform
and because of the significant advantages outlined previously. However, initially it
would be preferable to apply it on a selective basis in a chosen sector such as health,
education, or transportation.
The implementation of this basis, like any other basis, may be faced with some
obstacles and difficulties in the first stage. However, these obstacles will be eliminated
gradually through the implementation process and experience of application. The
difficulties can be overcome through efficient utilisation of manpower, with competent
trained accounting staff in government entities.
In the view of the researcher, the implementation of the accrual basis will have
the following advantages:
a) The accrual basis accords with accepted government accounting principles.
b) It helps to carry out appropriate comparison between financial periods for the same
unit, or between the various units which operate in the same sphere of activity.
c) It assists in separating the capital expenditure from the current expenditure.
d) It assists in producing data and information for decision making and evaluating the
efficiency and effectiveness of government activities.

4.4.2. The importance of implementing the cost accounting system in
government entities

The cost accounting information system has its own characteristics which
distinguish it from other information systems in the government administrative sector.
Despite the development in the activities and operations of not-for-profit
organisations, towards the application of scientific techniques in the areas of
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planning, controlling, decision making and resource allocation, there are deficiencies
in the information produced by the accounting system in most sectors, particularly the
government sector. There are, however, both opponents and proponents of
application of cost accounting in the government administrative sector.
The opponents' arguments against the application of cost accounting are as
follows:
a) The objective of government entities is to provide goods and services to those by
whom they are needed and not simply for those who have the ability to pay, as in
the private sector. Thus, in their view, cost information and measurement does not
benefit the decision-making process, particularly in planning the price policy for
such services, since these services are usually provided without charge or at social
prices which have no relation to the cost of providing them.
b) The legal and regulatory basis which is set for application of the accounting system
for government units in most cases does not accord in its application procedure
with the requirements of applying the cost accounting techniques. Further, the
government accounting system in these government units basically relies on the
cash basis in measuring revenues and expenditure, without any distinction
between capital expenditure and operational expenditure. However, the
classification of budget items is mainly prepared to serve the purposes of budget
classification, without any linkage between these expenditures and programmes
or unit costs. In the light of this, it is difficult to apply an effective cost system.
c) The government units perform strategic services, and because of the nature of these
services it is therefore unnecessary to exert any efforts to measure the unit cost for
them.
d) There is no relationship between the price of services and their cost. The price in
government units is determined according to government policies and to achieve
social, economic objectives; moreover, this sector does not aim to achieve profits.
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e) Most outputs of government service are not such as can be easily measured, so it is
difficult to obtain quantitative financial indicators to measure the efficiency of these
activities.
I) The differentiation in the outputs of each function (education, health etc.) and
variation in procedures and processes, also resulted in difficulty in determining
accurately the unit cost of providing services.
g) The activities in government units are performed according to the budget
allocation, resulting in non-existent investment capital and net income
(See,Hartly,1983:351-352, and Macleod, 1971:46).
AAA committee report, (1971:127) has pointed out a general tendency among
many not-for-profit organisations to reduce the importance of accounting and
responsibility in government statements for reasons described as follows:
"(1) there is no need to determine unit costs because revenues are
not tied directly to costs, (2) the benefits or services are so
essential to society that any cost can be justified, or (3) any
amount of funds we can get can be used
effectively".(AAA,1971: 127).
The reluctance to apply the cost accounting system in the government units
usually implies the lack of management awareness of its importance. Moreover, there
is a lack of understanding of the nature of the cost accounting system and its
characteristics and techniques.
In confirmation of the above Gross and Martin (1978:15) pointed out that:
"the management of many non-profit organisation have resisted
suggestions that they attempt to measure the cost of services being
rendered because of a concern that this might hamper their ability
to render quality service. Others express concern that users of this
financial data will compare the costs of two organisations having
similar programmes and will draw conclusions that would be
inaccurate because of non quantitative quality differences in the
two. Further, some non-profit managers seem concerned that cost
measurement implies there should be revenue to match against
each cost or that each programme should be self-supporting"
(1978:15).
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Flaherty (1982:46) similarly stated that it appeared that " managers of some
federal programs have shown no interest whatsoever in having such cost information
available".
In contrast, the proponents of cost accounting argue that it is necessary to
determine the costs of government activities. This view has been supported by several
studies and writers:
The AAA Committee report for 1971:127. included some relevant comments in
regard to this important issue
"Cost accounting may be more important in many not for profit
organisations than in the private sector because: (1) the interest of
society as a whole may be involved, (2) of the lack of the profit
motive as a regulating device or as a measure of operating
efficiency (3) of the lack of (interested economic groups) ( such as
stock holders) to continually evaluate management's effectiveness
and (4) some not-for-profit organisations (particularly
governments) have the power to force revenues and thus assure
self perpetuation even if inefficient."

Gross and Malvern (1979:15) supported the implementation of cost measurement
in government entities because of limitation of available resources:

"In our world of limited resources, it is not only appropriate but
necessary for society to ask the cost of services being rendered by
the non-profit sector." (1978:15)

Cost accounting has become a necessary tool used for government activities.
Cost measurement techniques constitute one of most important aspects of evaluation
in government operations, particularly in the area of programme cost benefit analysis,
output/input relation and evaluation of effectiveness of operations (Givens, 1979:42).
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Henke (1988:559) pointed out that " effective budgetary procedures require that
special attention be given to the relationship between individual cost items and the
volume of operations". He also added, " such cost can be compared to budgetary
data, prior periods data, and the cost data for other similar entities can be of
significant assistance in controlling efficiency"(1988:560).
The measurement of the costs and results of government activities becomes very
important in today's environment. The managers of government programmes and
activities are required to present cost data for their services activities quantitatively,
and to determine how the tax payer can benefit from the budget appropriations
( Ulrey and Ulrey, 1978:43).
Coombs and Jenkins (1991) made the following comments relative to the importance
of cost information:
"Unit costs serve as an indicator of efficiency over time. They
allow us to compare the performance of the same organisation
from year to year, which can indicate whether efficiency is
increasing or decreasing. Unit costs provide a basis for cost
control. They can be used to set unit cost standards against which
actual performance can be monitored." (pp 23-25)

Cost data and information are also important for the legislature to determine the
various types of services provided by government entities. They ensure allocation of
sufficient funds to the government programmes, therefore cost information is essential
for monitoring the efficiency and effectiveness of operation (Givens,1979:37).
In the view of the researcher, there are several features that characterise the
government entities, which justify implementation of the cost accounting system to
measure the cost of government services. The main features are:
1) The objective of establishment of government units is to serve the interest of public
and society as whole. Therefore society is entitled to ask how effectively the
resources have been utilised. The users of the information require timely reports
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about the efficiency of operation of the government units, so that the society and
other users can determine whether the government units are performing efficiently
and recovering all the charges from their operations.
2) Achieving society's welfare objectives and continuously attempting to improve the
social condition, quantitatively and qualitatively, have become main objectives of
government concern. Thus it is necessary to maintain cost data and measurement
to evaluate the efficiency in utilisation of scarce resources by government units.
3) In this respect, one writer urges the adoption of cost measure techniques in
government entities in the developing countries, where cost measurement is
overlooked. (Enthoven, 1977:53)
4) In the third conference for Arab accountants and auditors held in Kuwait, the
members recommended adoption of cost measurement in all economic and service
activities of the government sector, as a main structure to maintain data and
information for performance measurement, to plan, control and evaluate
government activities and operations.
5) The conference about the improvement of government financial management held
in Cairo in 1980, recommended implementation of cost accounting techniques in
analysing and studying government expenditures and the cost of government
service sector programmes.

4.4.2.1 The cost accounting objectives of government services.

Cost accounting for government services is an important tool to achieve several
objectives:
1- Matching the budget requirements

The cost information system for determining the cost of government services in
government units is an important aspect of formulating the budget in these
government units. It is necessary in preparing the estimation and carrying out control.
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In the preparation phase, the data in the cost system assist in providing information to
the budget authority about the total costs of the proposed programmes and related
activities .
The system can provide a basis to assist government managers who are
responsible for their programmes to evaluate how efficiently their programmes are
being implemented and executed. Good management dictates the tracking and
controlling of cost data prior to the implementation of any reimbursement plan
(Huang, et a1,1986-87 40-41)
It facilitates the assessment of demands for appropriation. Consequently a
rational and flexible allocation of resources can made to government programmes and
activities.
In the execution and controlling phases, however, the cost accounting system has
an effective role in providing detailed data and information about the actual and
estimated costs of operations facilitate evaluation of the accomplished results.

2- Cost control and performance evaluation
Government entities must try to achieve their objectives at minimum cost in order
to serve effectively the greatest number of users, or to provide the required quality of
services to certain sectors.
The objective of cost control in the government sector is to prevent unwise
expenditure or waste of government appropriations. The role of the cost accounting
system in this respect is to provide information and data required to establish indicator
and cost standards which can be used in evaluating performance. Also it assists in
comparison of planned and actual cost which helps in detecting errors and examining
variances.
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3- Measuring the cost of government services

Since government services are provided basically free of charge or at nominal
prices that do not reflect the cost of services provided, the determination of the areas
in which the cost basis is assigned is essential.
"Major changes in the funding patterns of these organisations
have forced them to re-evaluate their attitude toward cost control.
In health care and education, for example, rising costs and
shortages have caused these industries to carefully trace the source
of costs for these services being offered" ( Huang, et al.198687:41).

Furthermore, the implementation of cost accounting techniques will assist in
preparing efficiency indicators to aid comparison and performance evaluation,
whether for specific activities or for various years in government entities ( Drtina,
1984.15).
The view of the researcher is that the application of the cost accounting system in
government services entities is a necessary component of reform in the government
budgetary system in the United Arab Emirates. Undoubtedly, this necessitates
determination of the appropriate components and structure for a cost accounting
system in the administrative services sector. Efforts must be made to identify the
problems and deficiencies that face its application and implementation. Furthermore,
cost accounting must be integrated with the government accounting system.
However, if full implementation of cost accounting is not yet possible, some other
techniques must be developed, such as cost study and statistical tools, to provide the
basis for developing cost accounting in the future and to provide cost-benefit data for
decision makers.
The accounting system must be developed to provide objective data and
information for external users, such as the legislature or controlling authorities ( e.g
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SAI ) for whom such information is very important to evaluate the efficiency of
government entities' operations.
Cost accounting must be designed to be able to provide information and cost
data, produced according to responsibility centres in government units and according
to the classification of the programme performance budget. It should determine the
outputs of government services and disclose the total cost which has been incurred in
the financial accounting period.

4.4.3 The Depreciation of Fixed Assets
Traditional government accounting, which uses the line item format and depends
on the cash basis, recognises no significant difference between current expenditure
and capital expenditure. Consequently, there is no need to calculate the depreciation
of fixed assets. In this regard, the following consequences have been observed:
1) The financial period bears only the capital expenditure incurred during that period.
2) Such capital expenditure is considered and recorded as current expenditure.
3) There is no calculation of depreciation of fixed assets.
4) Assets are usually recorded in the statistical records and are not regarded as a part
of the government accounting system.
5) The government entities do not prepare balance sheets which disclose the fixed
assets (Fremgen,1985-86: 10-14 and Premchand,1983 :387-392).
Since the accrual basis is one component of implementing programme
performance budgeting, it is necessary for the government entities to calculate
depreciation of their fixed assets. Those opposed to calculating the depreciation of
fixed assets in government entities rely on the following arguments:
a) There is no profit objective in government entities.
b) Presentation of capital is not an objective.
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c) There is no concern to match revenues with expenditure, so there is no relation
between the resources used by the government units and depreciation of fixed
assets utilised in providing such services.
d) There are no pricing objectives for government services, since they are provided at
nominal charges.
e) There is no objective of generating funds for replacement purposes, since the
activities are financed from the general budget appropriations.
t) There is no objective of evaluating the assets at the end of period.
g) Since these assets in the government are usually held in custody and examined by
the controlling agencies for the purposes of accountability, there is no need for
depreciation of the assets (see: Steinberg,1979;Chatfield,1977;and Fremgen,1974).
Despite the view of the opponents concerning the recognition of depreciation in
government entities, there is a trend that supports the recognition and calculation of
depreciation. This view relies on the following justifications:
a) Even though government entities do not aim to achieve profits, efficiency and
effectiveness is desirable in any organisation, whether it aims to achieve profits or
not. Asset depreciation is an element of the cost of providing services and
important to the achievement of objectives.
b) Matching with the revenue to determine the surplus and deficit from a given
activity is not the only purpose of cost element calculation. There are other reasons
for calculating depreciation, such as to achieve the purposes of control and
evaluation.
c) The recognition of depreciation for government fixed assets helps to determine the
actual cost of public services and the benefit from such expenses, and to distribute
the cost of maintaining the fixed assets over the years which benefited from them,
rather than burden a certain year with all the costs. Therefore, it will be possible to
make comparison between various years.
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d) Control of fixed assets through custody accountability requires a great effort and
awareness in the accounting treatment, because of the possibility of fraud; in
addition, the control system only records for the purposes of inventory
management, to ensure the availability of such assets, regardless of their
operational status. These techniques will not assist the scientific management of
fixed assets in government entities. In contrast, the depreciation of fixed assets
helps the process of accurate control over these assets.
e) It is possible to differentiate between current expenditure and capital expenditure in
government entities, and accumulate and follow up the capital assets accordingly
Thus, the account for depreciation adds to the cost element for current cost
activity for government entities.
0 Long-term planning for assets replacement and determination of the cost for the
purposes of measurement and evaluation are facilitated, as well as short-term
control of operations and maintenance of fixed assets.
h) The users of financial reports can benefit from them to identify the value of fixed
assets for which the units are responsible and the amount of accumulated
depreciation, which facilitates compilation of the national accounts (see: Douglas
and Anthony, 1991:31-33; and Fremgen, 1985-86)
The view of the researcher is that accounting for depreciation in government
entities must relate assets to achievement of certain purposes. Thus, in government
units, where one unit provides services for another on a cost basis, it will be necessary
to calculate depreciation, since this is regarded as an element of cost. Furthermore, if
a programme's cost is taken into consideration for the purpose of decision making, it
will be necessary to calculate depreciation as a part of the cost of the programme.
Moreover, if the government unit adopts cost accounting techniques or cost benefit
techniques, ignoring depreciation means excluding an important element from
consideration. Furthermore, efficiency comparison between government units on the
basis of budget appropriation or expenditure volume in relation to the volume of
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performance, means that government units which lease these assets will be less
efficient than other units which acquire those assets because the units concerned will
be burdened with the whole expenses of these assets.
Even if we exclude the need for government units to calculate net income,
however, the managers in these units must be concerned to identify the total costs for
their government service units in each financial period. In this way it will be possible
to compare the total costs of a programme in each government unit with the benefits
received from them.
In addition, depreciation calculation aims to assist in control and evaluation, and
the decision-making process. For control purposes, if the total costs of assets are
assigned to a certain year, this will lead to the costs in that year being overestimated
compared to other years. Since the depreciation will eliminate such differentiation, it
should be taken into consideration.
All in all, as we can see from the previous discussion, broad objectives can be
gained from the implementation of accounting for depreciation of assets in
government entities. The most important of these objectives are controlling, managing
and operating the fixed assets. Furthermore, depreciation accounting assists in
scientific planning for assets replacement and there will be positive direct and indirect
results:
a) Accounting for depreciation will economise the utilisation of resources in
government entities.
b) Control over cost will avoid waste in government entities through appropriation for
replacement of assets or purchase of new assets which are not necessary.
c) Control over costs through depreciation accounting serves comparison among
similar entities and makes it possible to relate the work needed and volume of work
for each unit ( Fremgen, 1985-86: 15-16).
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In general, it is possible to design an effective system for recording systematically
the depreciation of assets, thus:
a) The fixed assets are recorded in a group of financial accounts of similar type. The
depreciation is calculated and recorded with financial restriction, then posted to
specific independent accounts.
b) Also records can be kept of statistical data or supplementary accounts. Moreover,
most government units necessarily maintain details of property records for most of
their assets and recorded them by total costs.

4.4.4. Cost Benefit Analysis
Programme Performance Budgeting relies on Cost Benefit Analysis, as a means
to measure and evaluate the impact of government programme and in particular the
economic impact of the these programme. Thus,
"Cost-benefit analysis provides a conceptual frame work for the
quantitative appraisal of governmental activities, and its
usefulness depends upon three factors. The first of these is
whether or not its underlying theoretical structure is sound. The
second is whether or not the kind of information required is, or
can be made, readily available. The third is whether or not the
problem under appraisal is adequately understood and correctly
formulated" (Williams,1967: 8).
Wildavsky (1966) indicated that the purpose of cost-benefit analysis is to
maintain and secure efficient allocation of government resources and the nature of
efficiency relies on objectives assigned for government programmes; the cost of a
programme should be less than the benefits expected to be received from it.
The system includes determination of cost elements of a specific programme in
terms of the initial cost up to the total cost for each element of the programme. The
method requires careful and systematic collection and classification of the necessary
data to assist the government management in sound decision-making regarding
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allocation of resources among alternatives, to achieve government objectives. Also,
the analysis requires that the outputs of each programme must be identified and
measured so that the full benefit of the programme can be identified and
environmental factors can be recognised. The relationship between the costs and
benefits of the programme can then be determined and used for decision purposes
(Jones and Pendlebury,69:1992).
Thus the main characteristics of cost benefit analysis are as follows:
a) the systematic examination, evaluation and comparison of the alternatives which
may be established to achieve specified objectives for the future time;
b) the critical evaluation of the alternatives in terms of cost assessment of the
programme and the benefits that can be attained or gained from each alternatives,
in relation to specified objectives.
c) the time dimension to attain the stipulated objectives e.g. a year, five, ten or more;
d) in view of environmental uncertainty, various scenarios that could evolve during
the period of the proposed project should be taken into consideration during the
analysis and treated explicitly.
e) since the analysis is broad and the environment is very complex, simple,
straightforward solutions will be the exception rather than the rule.
0 for the purpose of analysis, quantitative means should be applied. However, the
appropriate combination of both quantitative and qualitative methods will lead to
better understanding of the environment and of the problem to be tackled.
g) since the focus is on research and development or the investment kind of decision,
the analysis will be faced with operational decisions as well as the investment type
of problem.
h) the completion of analysis on time is important factor; an analysis which is only
completed after the critical time of decision is worthless ( Fisher,269-270:1972).
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4.5. Performance Evaluation in Government Units
Performance evaluation in government, in its broadest dimension, includes
maintaining data and information about agencies' activities in such a way as to be able
to evaluate their plans, policies, efficiency in utilising economic resources to achieve
pre-determined goals and effectiveness in accomplishing social change and solving
social problems
Performance evaluation involves periodically comparing performance with plans
over pre-determined time periods, to ascertain resource utilisation and programme
accomplishment. Reports on the outputs from this process will provide all managerial
levels with information on programme accomplishment and the effectiveness of
managerial performance, thereby providing a basis for taking appropriate action as
necessary (Hicky,1981:33-34; see also Harty, 1980:312; Steinberg and Brace, 1981).
Evaluation of government entities should involve the following elements:
a) Evaluation of efficiency and effectiveness of managers in handling the government
resources held by them, e.g. whether these resources have been utilised without
any waste or deficiency, and whether there has been duplication of effort,
repetition of operations, misuse of entities' assets or equipment, lack of control of
inventory, or over-manning.
Deniston, et al (1977:43) indicated that the following four types of question
should be asked:
"whether the program has in fact been directed toward important
problems, (b) how much of the total problem has been controlled,
(c) the extent to which the predetermined program objectives have
been attained and (d) the actual costs of attaining objectives".
The evaluation in this respect of points (c) and (d) aims to answer these
questions:
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Have the objectives been achieved on time?
Were the objectives achieved within the cost specified in the pre plan?
Could more benefits have been obtained from the resources involved, or more units
produced with the same or fewer resources?

Elkin and Vorwalkern argued the importance of evaluating performance by
asking the following questions:

"What populations are being served ?
What amount of what service is being provided ?
What changes in clients are brought about by social services?
What programs are most powerful in bringing about desired
changes ?
What programs are failing to achieve intended changes and must
be weeded out ?" ( Elkin and Vorwalker, 1975:410).

Performance evaluation reflects the efficiency with which government units'
resources have been managed. This presents a clear picture of the provision of goods
and services by government units, and the economy of their operations. Problem areas
can be identified. Furthermore, personnel will be motivated to increase their efficiency
and effectiveness by periodic comparison of indicators and measurements, which
provides information about the trend of progress or deficiency in service provision
( Harty, 1980:314).

Lewis and Jones (1990:45) claim that performance evaluation relies on output
performance measurement which " can be used as analytical tools to support a range
of management decisions in the following: planning monitoring and control, reporting
and evaluation."
According to Jackson and Palmer, (1989:1) the benefits of performance
measurements include:
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"policy-to assist in the formulation and implementation of policy;
planning and budgeting-to assist in the planning and budgeting of
service provision and to monitor the implementation of planned
change;
quality-to improve the standards of service content and of
organisational effectiveness;
economy-to review the distribution and effective use of resource;
equity-to ensure fair distribution and accessibility to users;
accountability-to increase control and influence over decision
making" ( Jackson and Palmer,1989:1).
Thus, programme accomplishment is evaluated in terms of its effective and
efficient attainment of objectives, and whether the government unit could use
alternative methods to achieve the desired results. This makes possible an objective
judgement as to whether the programme should be continued, redirected or
discontinued (see Anthony and Young, 1984:554; Bowlin,1986:50-56).
Thus, it can be seen that efficiency and effectiveness are the main elements in
evaluating the performance of government units. Steinberg and Brace,(1981:3)
defined efficiency and effectiveness thus:" Efficiency is a measure of the relationship
between an organisation's efforts and its outputs. And effectiveness is a measure of
the relationship between an organisation's efforts and its results."

4.5.1. Problems and obstacles to performance evaluation for government service
entities.
Performance evaluation of government units is the major challenge that faces
those concerned with raising the efficiency and effectiveness of their activities and
programmes. The challenge perhaps refers to many factors, most of which relate to
the characteristics of government units as distinct from business entities in terms of
their objectives, impacts on the public, the nature of their inputs and outputs, and the
relationship between them, as well as the legal, economic and administrative
environments that govern their operations. Moreover, the need is now recognised for
greater government accountability and responsibility towards the society. Therefore,
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performance auditing in the government sector is not a mean to ensure the legality of
expenditures, but is the managerial process to ensure the efficiency and effectiveness
of operations ( Finz,1982:124).
In the researcher's view, there are several factors which impair the efficiency of
performance in the government administrative sector in the U.A.E:
1) The users' need for government services is partly neglected; and the new user has
become a burden who does not generate a return.
2) There is a deficiency in the budgetary system currently applied in the government
entities. The system is only concerned with the legality of expenditure and accuracy
of recording appropriations in the light of budget laws and instruction of the
Ministry of Finance.
3) There is a deficiency in the accounting information system (AIS) in government
units, in terms of ability to produce timely information to satisfy the needs of its
internal and external users, and to determine the costs of services and the benefits
rendered from resources, so that efficiency and effectiveness can be judged.
4) There are no performance indicators and measurements.

4.6. Performance Indicators and Techniques used in the Government
Administrative Sector

Objectively measured indicators of efficiency and effectiveness in the light of
market mechanism are not available in the government sector. The problem of
unavailability of such indicators in the government sector relates to non-existence of a
market for the outputs. Thus, there is no single indicator to compare performance
with profit, in order to measure the value of services provided.
There are several obstacles to measuring the accomplishment of government
units, which can be summed up as follows:
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1) There is no competitive market for most government services.
2) The various and simultaneous interactions between multiple outputs are not
identified clearly.
3) There is overlap among the objectives with indirect impact in most government
service units.
4) The extent and sources of inefficiency are not easily identified
Despite the increasing concern with use of performance indicators and
measurement techniques in government administration in the recent years, it still
seems impossible accurately to judge efficiency and effectiveness, because the
decision about the extent of efficiency and effectiveness relies on many aspects, such
as the attitudes of the personnel for whom the programme was prepared. This field
would require more study and research to overcome the related problems and develop
indicators and techniques relevant to the actual needs of the government
administrative sector, to be used in programme evaluation.
For the reasons indicated above, the performance indicators and techniques
applied in the business sector, such as profit measure, standard costs, and pre-planned
budget are not suited to the government sector, but require amendment to accord
with the characteristics of government units. It is necessary also to develop new
indicators for the purposes of performance evaluation, such as social measurements
and indicators.

4.6.1 Performance evaluation indicators.
Performance indicators express the ultimate objective of the activities. The
importance of performance indicators is that they provide guidance for execution of
performance, motivate staff and encourage accountability for performance, with
evaluation tools and measurements. Thus, the aim of developing indicators is to
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increase achievement of government objectives. Such indicators may be divided into
efficiency indicators and effectiveness indicators.

4.6.1.1. Efficiency indicators
Efficiency indicators aim to evaluate the process of resource (inputs) utilisation
and transformation into final product (outputs) These indicators can be applied on the
level of an activity, a programme, or a government unit. In addition, these indicators
can be used at the lower levels of administration. The relationship between indicators
can be analysed to measure accomplishment and reach a unit cost.
Efficiency indicator measurement requires adoption of the following procedures:
a) defining the performance unit, which varies from one entity to another, and even
within a single government unit;
b) determining the number of performance units which have been accomplished during
the specific period of measurement;
c) calculating the quantity and cost of inputs used in accomplishing each unit of
performance, which can be done for all cost elements inclusively;
d) distinguishing between resources directly and indirectly related to the activity in
question;
e) correlating performance units accomplished with quantity or cost for each resource
element consumed (see, Hatry;1980:327, Steinberg and Brace,(1981:2-5).
According to Jadallah,(1987:115), the accurate measurement of efficiency
indicators requires measurement of the final outputs of each government unit, whether
directly or indirectly related to the main objectives of that unit. The output must be
determined to reflect the performance of the government unit, for which the net
outputs are the value added. The most important efficiency indicators are summed up
as follows:
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1) Productivity indicators

Productivity describes the efficient use of resources to achieve outputs. That
means that productivity is a relationship between goods and services produced and the
resources utilised to produce them, or outputs divided by inputs. Productivity has
several aspects, of which the most important are:
a) measure of total productivity- by determining the relationship between the total
outputs divided by the total input elements for overall government units'
programmes and activities. The performance indicator used in this regard will
reflect the level of productivity achieved by the government unit, programme or
activity as a whole
b) measure of partial productivity - this measurement is achieved by determining the
relationships between the total performance or the total outputs and one or more
input elements (personnel, materials, facilities, equipment, and purchased services)
The productivity measure can be used in government service units, where it is
possible to identify outputs quantitatively, e.g. number of individuals served, number
of licences issued etc.( see, Steinberg and Brace,1981:2-3; Sourwine,1986:39;
Mcsham, 1981:53).

2) Time indicator for performance unit
This indicator involves measuring the standard time required to produce a given
quantity of outputs of a specific activity. The average actual time spent in production
is compared with the standard time. This indicator can be used in some government
activity areas which are based on the performance of personnel, whose services and
production can be determined according to the standards. The value of this indicator
has increased because the cost of labour force represents a high percentage of the
total cost of government services. Also, the information produced helps to apply such
indicators in other administrations, e.g. by determining the number of workers
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required to perform a specific task. It enables adjustment of the work plan during
execution, comparison between the personnel performing similar activities, and
assessment of work methods, techniques and procedures.

3) The measurement of utilised capacity

This means the measurement determined by identifying variable volume labour in
relation to, for example, the number of classes available or the number of beds in a
hospital. By applying this indicator it is possible to measure the available capacity in
government units. The accumulation of costs on that basis makes possible the
evaluation of performance by comparing costs from one period to another. The
comparison in this respect benefits by
a) determining the capacity level, which helps in determining evaluation indicators;
b) determining the unutilized capacity, which will assist in re-planning the capacity
level;
c) measuring the cost of unutilized capacity, which represents waste in government
units.

4) The cost of activity

This is the main concern in performance evaluation. The cost of an activity can be
compared from one period to another. The actual cost is compared with standard
cost, to identify variances between them. This indicator is appropriate for activities
that are difficult to express quantitatively, such as research programmes .

4.6.1.2. Effectiveness indicators

Effectiveness indicators measure the relationships between an organisation's
efforts and its results. Typically, effectiveness is measured by determining the amount
of change that has occurred in specified conditions of the relevant group. This change
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is usually expressed in several terms such as trends, ratios, etc. In comparing
effectiveness indicators the following considerations must be incorporated:
1) There should be a specific objective related to the indicator;
2) The indicator should be carefully stated.
3) The indicator should be designed to provide the basis for collecting the statistical
data.
4) The indicator should not create a burden of collecting unhelpful data.
5) The indicator measure could directly relate to the actual objectives of the individual
who delivered the services.
6) The data needed for measurement purposes must be gathered by the personnel in
the field operations.
7) There must be participation to develop more knowledgeable staff with the
understanding to prepare the most effective indicators.
Indicators of effectiveness should be able to provide data that can be used for the
following purposes:
a) to measure whether objectives have been met;
b) to report the impact of tangible programme services in addressing a stated problem,
c) to evaluate the efforts exerted to achieve the objectives or produce the expected
results and accomplishment;
d) to determine the extent of management knowledgeability in decision-making;
e) to provide a better basis for judgements about whether a programme should be
continued, redirected or discontinued ( see, Elkin and Vorwalker, 1975:19-22;
Anthony and Young,1984:554).
Despite the valuable functions of effectiveness indicators in evaluating the extent
to which results have been accomplished, there are several difficulties and problems in
using them:
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1) Misinterpretation and explanation of quantitative standards by the personnel in the
operational levels
2) The tendency of standards not to be revised, but to be accepted as permanent.
Effectiveness indicators can be divided into two levels:
1) Indicators for measuring the effectiveness of performance.
These indicators aim to measure the extent to which the objectives of a plan
(programme, activity) have been accomplished during a specific period of time, which
assists government managers and other interested groups to measure the effectiveness
of performance and to identify problems which impair the efficient execution of the
plan.
Examples of indicators used in measuring the effectiveness of performance are:
a) comparison of actual performance with that planned
b) statistical indicators
c) correlation between the objectives of a programme and its impact on the client
group
d) compatibility unit indicator, which depends on cost benefit analysis in the light of
measuring the costs and the current and future benefits of the programmes and
activities of government units in monetary terms
2) Indicators for measuring the effectiveness of the plan.
Measuring effectiveness of plans is important for programmes expressed in
tangible or intangible returns accomplished for the society. These indicators usually
measure how the plan has been accomplished and achieved its final results.
Consequently, this indicator judges the safety of the plan adopted and the extent to
which the objectives of policy have been achieved. In using this measure of
effectiveness, user satisfaction, and the amount of change that has occurred during
and after the service provision should be considered.
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In implementing indicators of effectiveness, the starting point is accurate
specification of objectives
This specification indicates what is to be accomplished, and the client group,
according to their age, sex, and geographical location, as well as the period of
accomplishment of the services provided.
To measure effectiveness, data should be collected from the statistical records
available in the government units, from public survey about the effectiveness of
services provided, and from personal observations, or questionnaires or interviews
Social scientists have made noticeable efforts in this respect.
Elkin and Vorwalker, (1975: ) suggested that the following basic steps should be
established in evaluating the social services provided by government units:

"Identification and description of the social problems that are
within the scope of the organisation's interest;
Development for resolving these problems.
Statement of the objectives of each service in quantifiable terms.
Establishment of measures of effectiveness for all objectives.
Formulation of evaluation standards for each service".

It is possible to use a number of approaches in analysing data about the
performance and judging the effectiveness of government planning in the service
sector:
a) Quantitative analysis
b) Graphic analysis
c) Subjective analysis ( disruptive)

4.6.2. Techniques of performance evaluation

Performance evaluation is completed by using techniques by which to judge the
efficiency and effectiveness of government units, programmes or activities.

99

4.6.2.1. Comparative analysis techniques

In this method, the comparison process takes the following aspects:
a) comparison of the results of performance indicators for the current period with the
same indicator in the previous period,
b) comparison of the result of performance indicators in the programme under
evaluation with several similar programmes which have been executed by other
similar government units so as to compare performance of similar functions in
different locations;
c) comparing the return or the benefits acquired by the users of government services
in similar groups of government programmes between several geographical
locations;
d) comparing the result of performance of various government units within a single
sector, to show the comparative efficiency with which the government unit has
succeeded in utilising its resources.

4.6.2.2. Experimental studies of the impact of government activities and
programmes

Experimental techniques rely on empirical study of each activity or programme to
measure some performance indicators before and after its execution. Consequently, it
is possible to identify the trends of change in the value of the indicator, which reflects
the effectiveness with which the final objectives of the plan have been accomplished.
Basically, experimental approaches vary according to differences in programmes
activities, although it is possible to determine some basic procedures to develop the
framework for such studies:
a) identification of programme objectives
b) specification of criteria for measuring the attainment of objectives
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c) comparison of criteria measure obtained before implementation of the programme
with criteria measure obtained after the programme has been implemented
d) control of non- programme factors which could also account for any change in the
before-after programme criteria measures ( Dunn, 1978:27).
In addition to the above procedures, there must be appropriate selection of
samples which represent fairly the population under study.
Experimental techniques include:
1) Measurement of indicators: before and after comparison
When the indicators measured after a programme or activity are compared with
those obtained before, variances indicate the extent to which the objectives of the
final plan have been achieved. Although this technique is common and relatively
inexpensive, it fails to control non-programme factors.
2) Time series comparison
This technique requires comparison between the obtained results from the
programme for several periods of time. Although this model has its strong points in
evaluation, it has been limited in implementation because of unavailability of data
and inability of evaluators to use the model.
3) Comparison of similar group model
This model depends on comparison of changes in programme before- after
criterion measures for the group with those for similar groups not receiving the
same programme. The main difficulty in this model is the lack of comparable
criteria to compare the similar groups.
4) Experimental model
The experimental method involves exposing a specific group to a programme and
comparing with a control group not so exposed. The method is successful in
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controlling non-programme factors. It is also an ideal method for evaluating
government programmes (see Harty, et a1,1973:39-51, and Dunn,1978:30-33).
The researcher's view is that the success of performance measurement for
evaluation relies on attaining the following:
1) Better measurement techniques are needed to measure outputs.
2) Measurement techniques must be refined, and re-evaluated and tested on a
statistical cost analysis basis
3) A basis for cost allocation for government must be developed, in particular cost
accounting techniques.
4) The measurement must also focus on the quality of the outputs.
5) Successful implementation depends on changing personnel attitudes and requires
increased involvement and participation of professionals in the process of
formulating the performance measurements.

4.7. Classification of Expenditures
The increasing complexity of government expenditure has increased the
importance of expenditure classification and synchronisation of budget items for
planning and accountability purposes. Budget classification is the main government
function, since the classification structure is the framework according to which budget
decisions are taken. Also, the way the classification is designed has a great impact on
the ways government units handle their operations.
Furthermore, it has an impact on the efficiency of decision making. Consequently,
the classification of expenditure must assist in the process of budget preparation and
its linkage to the objectives of the government unit, and the budget in this regard
represents a tool which reflects what the government units are intended to achieve
with the resources for which they are accountable. In addition, it helps to attain a
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basis for management control in accordance with legislation (see, Bierman and
Drebin,1969:318; Premchand,1983 :306).
Classification of budget items according to expenditure encourages deficiency,
wastage and over-spending of budget appropriations and does not correlate
expenditure with the cost of performing each activity.
The researcher's view is that if there is to be reform towards programme
performance budgeting, government activities must be linked to objectives, and
classified by function. The classification relies on the division of government
expenditure into categories of function, programmes, activities and projects. It
depends on the type of function or service, regardless of which government unit is
responsible for performing it. The focus of this classification is mainly on the function
performed by government unit expressed in terms of resources needed. The
classification therefore is different from the administrative one, so that there might be
several functions performed by several units, though it is necessary to analyse the
basic programme performed by several government units in order to maintain
accountability for the expenditure for each functional unit ( see, U.N.,1970:47).
The activity is aggregated for similar tasks performed by government units to
achieve a major or subsidiary programme, so the activity is the main basis for
measuring cost and evaluating performance. It provides a basis for determining the
relationship between the cost of an activity and the tasks accomplished.
Classification according to programme and activity achieves the following:
a) Linkage is made between appropriation and objectives to be achieved, to ensure
appropriate allocation of resources.
b) Managers in government units will have more flexibility in disposing of resources in
a way that achieves objectives. This will encourage decentralisation and economy
in performing government operations.
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c) Classification according to programme will lead to greater understandability of
activities in the government units.
d) Classification according to programme will provide a better basis to focus on the
costs of achieving the objectives
e) This classification does not ignore the line item classification; whereas the line item
budget focuses on expenditure according to the item of expenditure, the functional
classification first determines the units' tasks and then classifies them according to
items, programmes and activities. So the main step for the budget administrator is
to determine what programmes are planned, then the activities to be included and
accountability for them. Then items of expenditure have to be aggregated
according to programme and activities in the light of line items.
The functional classification is a valuable tool since it overcomes many obstacles
presented by the line item budget classification in the area of controlling resources and
evaluating the efficiency of performance in the following respects:
a) It provides a basis to measure and evaluate the government unit's performance, and
serves to establish criteria to measure the cost of performance. In addition, it
provides quantitative measurement of programmes and activities.
b) It accords with the basis of accountability and responsibility in the organisational
structure.
c) It achieves a basis for controlling activity by pre-determining programmes and
activities and provides a better basis to maintain data and information on the actual
performance in a way that enables the management to evaluate the effectiveness of
programmes.
d) It provides data on the scope of utilisation of resources by government units. Also
it provides essential data to determine the cost of services provided, which is not
provided by classification according to the type of expenditure. Data and
information such as unit cost, are considered a basis for establishing efficiency
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indicators and determining the extent to which the government units achieve their
objectives ( see, Bierman and Drebin,1969:318-323). Enthoven pointed out that
this " classification gives valuable information on the particular services rendered,
and provides a good basis for efficiency measurements and other cost benefit
analysis " (Enthoven, 1973:49).
e) It provides a good basis for comparison among the costs of services rendered by
various programmes between and within units.
The researcher believes that programme performance budgeting emphasises the
importance of determining areas of responsibility and accountability. Therefore it is
essential to link the budget estimation with responsibility centres in the government
organisational structure. The centre, as well as person, responsible for the execution
of programmes and activities in the budget, must be determined. Thus, the cost of
programmes and activities can be traced to the accountability centres responsible for
them, so the budget becomes an effective tool in control and accountability.
Each programme is executed through several activities, according to specific
standards, rules and procedures that aim to assist in determining the cost of
programmes and activities on the unit level. This is because the government unit as a
whole constitutes a responsibility centre, within which are cost centres on the
programme and activity levels.
This concept transfers the objectives of the government unit from executing the
procedure, to being responsible for planning objectives and controlling the efficiency
of accomplishment. It is appropriate for the purposes of performance evaluation to
collect the cost elements on the basis of responsibility centres on one hand and link
them with programmes and activities on the other. The cost elements must be under
the supervision of each responsibility centre.
According to the Fulton committee report, ( Cmmd. 3638,1968, volume 1:51)
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"Accountable management means holding individuals and units
responsible for performance measured as objectively as possible.
Its achievement depends upon identifying or establishing
accountable units within government departments units where
outputs can be measured against costs or other criteria, and where
individuals can be held responsible for their performance."

Henki, 1988:561 argued that responsibility centres should be established in each
unit in order to collect data and information on actual operations, to represent the
spending position for each responsible manager. That, in turn, will make each
responsible manager utilise the resources efficiently and effectively. Furthermore, the
responsibility centre can assist in providing data to show whether managers have
complied with budget allocations.
The researcher's view is that determination of responsibility centres in the light of
a programme performance budgeting system can serve the following purposes.
a) collection of actual costs and classification according to the various responsibility
centres in government units, in order to measure the actual cost of each activity
and unit of service easily.
b) improving the process of budget preparation for the government units and the
linkage between annual appropriations and the requirements of the responsibility
centres undertaking the execution of programmes and activities;
c) efficient control of the costs of programmes and activities, since division into
responsibility centres facilitates tracing costs, so management can easily observe
variances and initiate corrective action promptly;
d) evaluation of the performance of each activity for each responsibility centre
individually, which facilitate the treatment of deficiency in any area which needs
special attention.
Government must establish effective control over the cost of programmes and
activities, to maximise results. The effective way to do this is to link costs with
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responsibility centres and with the final outputs, then evaluate the performance of the
personnel responsible for executing the programme.

4.8. Training and Maintaining Qualified Staff

The researcher's view is that for the purpose of budget reform in the U.A.E, it is
particularly important to prepare well-qualified staff in the budget administration in
the ministries and various government units and levels, making them well acquainted
with the features and objectives of the programme performance budget approach, and
benefits to be derived from it. Furthermore, the basis for accountability and
responsibility must be determined. Maintaining well-qualified staff to undertake the
necessary tasks will lead to successful application. Also, there should be amendments
and reform in the structure of government units in accordance with the objectives of
the programme performance budget approach, eliminating problems and
misunderstanding, and paying attention to any resistance to reform from various
administrative levels and personnel, who may need reassurance that the new approach
will not be used against their interests or to eliminate or cut the appropriation. They
must be assured that it will assist them to make rational decisions when they prepare
their budget estimations,
The Ministry of Finance, which is the body responsible for undertaking the
reform initiative, must organise and encourage meetings with the responsible
personnel in all ministerial levels and government units to explain the general
objectives of implementation of the new system, and its details, and answer questions
regarding the problems and procedures associated with its implementation.
The researcher feels that the most important questions likely to arise will focus on
the following issues:
a) problems with designing the system and determining clear and concise objectives
for government programmes;
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b) problems regarding the determination of performance units and measurements as
well as the expected return from government programmes and activities;
c) indicators and performance evaluation techniques;
d) the significance of the cost accounting system,
e) the application of the accrual basis;
0 the existence of an organisational structure with delegation and chain of command,
g) the importance of establishing responsibility accounting;
h) automation in preparing the budget data and information;
I) conflict between the budget personnel and planning, as to who will prepare budget
data for the legislature;
j) bureaucratic opposition to the system because it will threaten the current
organisational structure;
k) the problem of acquiring suitably trained, qualified and experienced staff
The budget staff, especially in the budget departments, must be capable in
financial measurement, cost accounting and management science, as well as
performance evaluation. In addition they must have technical knowledge of
government projects. Therefore it will be desirable to have co-operation between the
budget staff and planning departments in government units through integration.
Financial control in the light of the programme performance budget will be
carried out by the government units, by means of their staff's control over the
execution process. However, the responsibility for programme management and
follow-up will rest with the budget department in the Ministry of Finance.
There will be a need for integration between the budget department and planning
and follow-up in a single unit, that includes engineering and technical staff on the one
hand and accountants and budgetary personnel on the other.
Well-designed training programmes will be needed to increase the efficiency of
human resources. Such training programmes must identify the actual needs of the
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budget personnel in regard to managing government programmes and resources and
measuring the performance of programmes, so they can be trained to understand the
procedures of preparing the budget and processing and interpreting budgetary and
financial data.
The researcher believes that the budget reform will also require the following:
1) amendment in the financial Acts and budget regulations to strengthen the
formulation of objectives in the budget system;
2) change in the Acts and regulations related to the budgetary process, which at
present lead to the inflexibility and inefficiency in government administrative units;
3) issue of an Act to make all government units prepare their budget estimations in the
light of programme performance budget within a specific dates. The application
procedures must be determined, and during the preparation period, any obstacles
must be recognised

4.9. Conclusion
This chapter has highlighted several aspects of the deficiency in the budgetary and
accounting system currently applied in the United Arab Emirates (U.A.E). It revealed
the importance of reform in the system to apply a programme performance budgeting
approach. This would rely on the development of an effective cost accounting system,
adoption of the accrual basis, and development of performance evaluation measures
and techniques, to provide the information required for budget allocation decisions,
and to follow-up implementation of government programmes and activities. After
illustrating the suggested reform in the traditional budgetary system in the UAE, in the
light of the programme performance budget system, the researcher in the next chapter
will explain the impact of such reform on government accounting as an information
system.
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CHAPTER FIVE

GOVERNMENT ACCOUNTING SYSTEM AND NEED
FOR REFORM IN THE U.A.E

5.1. Introduction

This chapter aims to explain the significance of the government accounting
system for the government units. It highlights the main components of an effective
system as a basis for reform and improvement of the accounting system in the U.A.E.
Also, the chapter emphasises the significance of effective reporting as an output of the
system, which communicates the result of the system to the user groups.

5.2. The Importance Of Government Accounting System
A government accounting system prepared on a scientific basis provides data and
information that can help government agencies, as well as various other users, to
analyse the impact of various government programmes and activities and provide a
basis for making political, economic, social and financial decisions. It also provides a
basis for control of programmes by analysis of cost data and results achieved. It
provides periodic reporting that helps in achieving effective control over government
programmes and activities. The efficiency of government accounting relies on the
extent to which the system is able to provide timely information to meet the
requirements of the different groups of users and respond adequately to the full range
of accounting needs. Therefore, the government accounting system must be
harmonised and integrated with the budget system and accord with generally accepted
accounting principles.
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5.3. The Government Accounting System Currently Applied in the U.A.E.

Basically, the government accounting system is a reflection of the type of
budgeting system applied. They are two sides of one coin. Examination of the
government accounting system currently applied in the government sector in the
UAE, reveals the following characteristics:
a) The current system apparently satisfies the need of administrative entities to report
compliance with laws and regulations issued by the Ministry of Finance and the
instructions of the budget department. It also satisfies the purpose of control of
revenues and expenditure. However, it does not satisfy the need of higher
management for information about the performance of government entities.
b) The main concern of the system is the legality of the allocation of appropriation
funds, and accounting is therefore concerned with the proper recording and
registering of such appropriations, and assisting the government entities to monitor
their spending, without any relation to what has been achieved in terms of tasks
accomplished or services rendered. Consequently, there is a lack of information
that can be used to evaluate the performance of government operations. Moreover,
the system deals only with inputs at the expense of outputs, so that the focus is
upon what is being spent, rather than how effectively the spending occurred.
Naturally, an accounting system which does not provide output data and
information, will not help to achieve the purposes of control and performance
evaluation.
c) The current system depends on classification of expenditure according to the object
of expenditure, so it neglects the relationship between the expenditure and the
activities performed. Nor does the object classification show variation in cost
elements, or delegation of responsibilities.
d) The accounting basis that is in use includes total expenditure, whether it belongs to
the current year or the previous year.
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e) The reports produced by the current system present actual expenditures, compared
with the estimated appropriation, with upward or downward variances. The reports
do not include any information about the costs of programmes and ignore the
relation between what has been accomplished and the cost of accomplishment.
0 The reporting system in the current accounting includes only the total data about
the government entity; it does not provide a basis for performance evaluation. It is
therefore, very important, if the system is to operate effectively, to produce more
detailed data and information in order to show the relationship between the cost of
providing the services and the responsible government entities, i.e. who is
accountable for incurring such costs. These reports to need satisfy not only
internal, but also external users. At present external users will have difficulty in
judging the performance of government entities objectively.
g) The system is mainly concerned with financial control in the light of budget
regulations and instructions, without any concern for efficiency of government
expenditure or the effectiveness of government entities in providing government
services to the public.
h) The current accounting system does not produce sufficient information, as a
consequence of the lack of an appropriate management information system in most
government entities. A system is needed which can produce and communicate the
required information to various classes of users on time.
I) The government accounting system currently practised, is irrelevant to the needs
and requirements of government policies, as well as the government management.
Because of inappropriate classification of data and information under the current
system, it is incapable of producing timely, sufficient data and information for
economic and financial evaluation of the operation of government entities.
j) The system neglects the costs and benefits of services rendered. It is important to
identify the cost of government services, in order to assess whether resources have
been rationally and wisely used.
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k) The application of a manual system to record, classify and analyse data, adds to the
deficiencies of the system and leads to inefficiency in government operations.
I) Accounting is a part of management. Decision-makers must receive accurate and
timely information, but the current system is unable to fulfil that need.
m)The organisational structure also has a great impact on the inflow of information.
The U.A.E. government accounting system is known for its centralisation, which
affects the outflow of information to the various groups of users.
n) There are no indicator measurements and standards for evaluation, in order to
maintain effective control over public expenditure or to evaluate the effectiveness
of resource utilisation.
o) Financial control objectives are ambiguous and insufficient.
p) There is a lack of training programmes for government accountants in various
administrative entities.
q) There are no standards for evaluating the performance of responsible figures in
carrying out their tasks and operations.
Premchand (1988: summarised the problems that the developing countries face by
stating that:
"government accounting in most countries has been a failure in
terms of its purposes. In addition, the legislature and the common
man do not get a full accounting of what has been happening in
government. In other words, where the money comes from is quite
clear, but where the money goes and how it is spent, and what
with what regularity, or whether there has been fraud or
defalcation are known, but in incomplete form and often after a
few years"(Premchand,1988).
He also added that the accounting reports which should show the status of
government finance are not generally presented on time, cost accounting information
is not available, and the government accounting system is not integrated into the
government management system, because of several combination of factors:
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"the low profile many accountants maintain, the desire of policy
makers to control financial information themselves; and the lack
of public discussion on the proper role of
accountants"(Premchand,1988).

5.4. The Purposes and Objectives of Government Accounting

There are several purposes that government accounting may aim to accomplish.
The United Nations (1969:17-18) has cited the essential purposes of an adequate
system of government accounting as follows:
1) Accounting systems must be designed to comply with the constitutional, statutory
and other legal requirements of the country.
2) Accounting systems must be related to the budget classifications. The budgetary
and accounting functions are complementary elements of financial management and
must be closely integrated.
3) The accounts must be maintained in a manner that will clearly identify the objects
and purposes for which funds have been received and expended and the executive
authorities who are responsible for custody and use of funds in programme
execution.
4) Accounting systems must be maintained in a way that will facilitate audit by
external review authorities, and readily furnish the information needed for effective
audit.
5) Accounting systems must be developed in a manner that will permit effective
administrative control of fund operations, programme management and internal
audit and appraisal.
6) The accounts should be developed so that they effectively disclose the economic
and financial results of programme operations, including the measurement of
revenues, identification of costs and determination of the operating results
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( the surplus or deficit position) of the government and its programmes and
organisations
7) Accounting systems should be capable of serving the basic financial information
needs of development planning and programming, and the review and appraisal of
performance, in physical and financial terms.
8) The accounts should be maintained in a manner that will provide financial data
useful for economic analysis and reclassification of government transactions, and
assist in the development of national accounts
While the first four purposes cover the objectives of accountability, the others
serve the managerial, planning and control aspects of government accounting.
Fremgen (1985-86:15-16) indicated that government accounting should provide
information to serve the five following purposes:
1-Assessing the financial viability of government unit;
2-Determining management's fiscal compliance with legal and fiduciary requirements,
3-Determining the costs of government activities and services;
4-Evaluating the performance of managers and organisations, and
5-Financial planning and resources allocation
Basically, these purposes serve both accounting objectives and the need for
efficiency in government programmes. The accounting system should provide
assistance in developing economic policies, budgeting and preparation of
programmes. Moreover, it can provide economic and financial data for better
management and control of the utilisation of scarce resources. The system must also
include effective procedures for the purposes of internal control, to assess the validity,
reliability, credibility and accuracy of all government transactions. In short the
government accounting must be designed:
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a) To comply with all applicable statutory, administrative, and other governmental
requirements;
b) To provide a uniform accrual accounting and reporting system for state agencies,
c) To provide adequate fiscal control consistent with management needs and
responsibilities;
d) To provide accounting support for data required for budgeting purposes;
e) To provide accurate and reliable financial and quantitative information on property
resources held.
Government accounting systems in developing countries, particularly in the
U.A.E, have several aspects that require improvement. These may be summarised as
follows:
1) A proper data recording and classification system that provides a good basis for
accountability must be acquired. In addition, such system must extend to include
other groups such as social and economic groups. The system should be simple,
well organised and easy to understand for the parties involved.
2) Standards, principles and practice must be established with concise and
comprehensive guidance and instructions and manuals for sound implementation.
3) Reporting procedures should be integrated in the system.
4) The system should make use of.
a) accrual basis of accounting for fixed assets;
b) depreciation;
c) a cost accounting system to provide cost information for developing inputs and
outputs, developing a quantitative basis for evaluation and control and preparing
cost data and final accounts. As indicated by Pewanik and Darragh(1988):

"a well designed cost accounting system should provide
information on a program's cost and revenues at the same
organizational level responsible for planning and managing the
program".
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5) A uniform, consistent system of coding and classification of accounts must be
established to help produce data for social accounting and to serve the needs of
economic planning.
6) Decentralisation of accounting responsibility based on sound co-ordination and
integration with other government units must be designed.
7) The system must employ Electronic Data Processing (EDP).
8) The system must be integrated with the budget system as a part of the financial
management system.
9) Improvement in accountin g, and internal control methods and practice would
require changes in the legal acts, with international assistance to desi gn and
implement the new accounting and budgeting system.
10) Training and assistance are extremely important, and must be linked to actual
needs, with awareness of the importance of accounting and budgetary reforms.
In the researcher's view, these characteristics will serve managerial as well as
planning purposes in the U.A.E, through measurement and analysis of the costs of
government services and activities and determination of the efficiency and
effectiveness with which results are accomplished.
Thus, for reform purposes, these basic characteristics must be maintained and the
system must clearly disclose what the government units do and what they spend to
achieve their goals and objectives. That will necessarily lead to change in the concept
of the accounting entity and focus on the concept of programmes and activities.
Appropriations must be prepared accordingly, and according to responsibility centres,
and the accounting system must be geared to serve these requirements. It must aim to
achieve the planned tasks and activities according to cost and performance standards,
to control the programmes and activities and judge the efficiency and effectiveness of
government operations.
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5.5. The Necessary Components to Improve the Role Of the Government
Accounting System.

Government accounting relies on several basic components which if maintained
properly, enable the system to operate efficiently to achieve its purposes.

5.5.1. Integration between government accounting and budgeting.

Integration between government accounting and budgeting is one of the basic
elements in implementing the programme performance budgeting system, since the
main objective of government accounting is to provide data and information for
budget preparation and allocation of resources, to achieve the objectives of
government units and facilitate the control of budget expenditures (Al-Nagi:1984).
The features of such integration may be summarised as follows:
a) Proper and adequate performance measurements should be designed and due
consideration to these should be given by government accountants.
b) Cost accounting techniques must be adopted to provide adequate and timely data
and information to measure performance.
c) The accrual accounting basis must be adopted to give a clear profile of
management operations.
d) Reliability and validity of information for measurement and analysis purposes must
be achieved.
Wooldridge (1982:42) emphasised the importance of integrating the government
accounting system with the budgeting system:". ..We must design this system
compatible to the budget system."
In this regard, the U. S Comptroller General indicated that
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"concerted efforts are needed to develop a more integrated
accounting system to provide managers, including budget officers.
full and reliable reporting on how funds are being spent and
financial results of recently completed fiscal periods. If accounting
system data are not used in budget analyses and reporting, data
gaps occur that can lessen the soundness of budgeting decision"
(Bowsher, 1985:16).

Furthermore, a study at state level in the United States concluded:

"Failure to integrate accounting information into the budgetary
process would deprive decision- makers of data that is essential in
weighing alternative resource allocations. Furthermore, without
accounting data, it is virtually impossible to measure results
against plans"(GA0,1985:4).

The view of the researcher is that failure to integrate the accounting system and
budgeting system in developing countries may be due to:
1) Failure in communication among the responsible personnel in budgei-3n2 and
accounting departments;
2) Differences in the accounting basis used;
3) The lack of training;
4) Failure to recognise the importance of integration;
5) Failure to develop generally accepted accounting principles and standards.
The researcher suggests the following steps to overcome these obstacles and
furnish the way to integration between the accounting and budgeting systems.
1) Ensure uniformity in the coding system, terms and terminology used by
accountants and budget managers.
2) Establish a manual for government accounting which officially establishes
integration between accounts, capital and budgetary operations. This integration
means that:
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"A single accounting system, including capital accounts(assets,
liabilities, and capital) and operational accounts(income and
expenses), records the program activity. The ledger accounts are
supported by auxiliary accounts in which information on
budgetary implementation activity is carried for each of the
income or expense items. For each transaction with budgetary
impact, notations must be made in the corresponding auxiliary
income and expense accounts, as well as in the pertinent account.
Budgetary activity is reflected in the income and expenditure
operation accounts, and the difference between them determines
the deficit or surplus for the fiscal year that will affect the
available assets account in the Financial Position Statement."(The
Comptroller General of Ecuador,1988).

3) Offer training programmes to staff in charge of executing the government
budgeting and accounting system.
4) Prepare data and information on a timely basis that can benefit the decision makers.
The GAO in the United States indicated in its report the requirement of budget
and accounting integration for the purposes of management control of government
programmes and activities:

"Because budget formulation and budget execution system in the
federal government
are not integrated, too little attention is paid to monitoring and
comparing budgeted activity with actual results.
A major weakness in federal financial management systems is that
budgeting and accounting processes have not been integrated and
developed to a point where they are fully useful for management
control and planning purposes. Current budget practices result in
allocation of resources based on incomplete economic facts.
Measurement of the results of government operations is limited by
inconsistencies between accounting and budgeting data" (GAO
1985:4).

Steinhoft et al.1990:61)emphasised the need for a

"plan for integration of budgeting and accounting systems that
will facilitate planning, executing, and monitoring federal
financial activities".
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The researcher's view is that the above characteristics will serve both planning
and managerial needs of government accounting in the U.A.E, making possible the
measurement and analysis of the costs of government services and determination of
their efficiency and effectiveness, as well as satisfying the requirements of financial
and economic policy.

5.5.2. Automation of Government Accounting System

There is no doubt that using Electronic Data Processing in executing accounting
operations, will improve the efficiency of the government accounting system in
producing better financial data and information. With the introduction of computers,
conventional accounting systems and methods have undergone drastic changes.
In term of government accounting improvement, the introduction of automation will:
a) equip all government accountants with the skills necessary to perform their tasks
efficiently in the increasingly computerised environment in which the government
operates;
b) facilitate accounting data manipulation and transformation of the data to various
levels in the government units;
c) provide a good basis to maintain the increase in the volume of operation within a
proper time for rational decision-making and control;
d) enable elements of costs to be reallocated on various government programmes
activities and projects (see,Premchand,1983:52).
Although automation of government accounting in developing countries would
require huge financial outlay and well trained and qualified staff, careful consideration
must be given to full implementation of automation. Prior to implementation, there
must be a study of the costs and benefits of the suggested system and the accessibility
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and adaptability of the system in terms of the country's requirements. There must be
an assessment of the labour market and the availability of required skills and
knowledge required to operate the system. The possibility of providing continuous
programmes, to make accountants aware of new knowledge and any improvements in
the field of information technology, must also be considered.

5. 5.3. Unified Accounting Manual, Classifications, Terms.

There is no single accounting method which can serve the needs of all users and
be adopted in all countries, because of differences in needs from one country to
another. Despite these variations, unified procedures will provide a sound basis to
provide comprehensive data for comparison and analysis purposes.
Developing a comprehensive accounting manual plays an effective role in
maintaining a sound accounting system. The manual must include a good basis for
organisational procedures, economic analysis, budget process, reporting and
evaluation process, in addition to accounting concepts, including assets, liabilities,
revenues, expenditures, the requirement of internal control, and details of financial
accounting treatments. The accounting manual can be used as guidance for
government accountants , managers, and auditors to provide a basis for assurance,
reliability and validity. The manual can also be used to provide a good basis for
controlling and auditing, as well as periodic evaluation of accounting operations.
In his description of the Ecuadorian experience of developing a government
accounting manual, Wesberry(1981) said that the comprehensive manual was
developed to

"contain the account classification scheme and description of its
function; basic books of original entry and ledgers; the design of
financial statements; and provisions for accounting information
consolidation. Unlike many accounting manuals which present
theoretical applications, blank forms, and financial statement
formats without figures, the Ecuadorian Manual presents
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completely detailed illustrations containing illustrative financial
data. Each form, record, and financial statement illustrated
contains figures and other data which show how it is to be used in
actual practice" (Wesberry,1981:43).

Adherence to a unified system in regard to concepts, terms, and classification is
necessary for the purposes of budgeting, planning and to provide good linkage with
national accounting. Thus, adherence to the unified structure will facilitate the process
of comparison in
a)classification of accounts.
b)interpretation of reports, records and functions.
c)designing the financial statements and their components.

5.5.4. Cost Accounting as an Integral Part of Government Accounting System

Reform in the government accounting system would necessarily require
development of the management information system through the implementation of a
cost accounting system. Cost accounting provides the various management levels with
cost information needed for making rational decisions. Fremgen (1985-86:18)
expressed the view that cost accounting is necessary to support government
accounting by providing information on which government management units can
rely, particularly in analysing and making decisions on the following:
1)evaluation of efficiency of management
2)utilising and allocating available resources
3)cost, as an appropriate basis to plan and study government activities.
In the researcher's view, the reluctance to develop and apply programme
performance budgeting in the U.A.E might be to referred to inability to maintain cost
information as one necessary component of the system.
To serve the purposes of improvement in government accounting, a group of
records must be designed to record all financial operations and to maintain a good
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basis to measure and analyse cost information. Such a method would require change
in the accounting system currently applied, to one based on costs, so it could provide
cost data on programmes and projects, and also control the efficiency of government
expenditures. Wesberry mentioned (1989;12-13) that

"GAO state that an integrated budget and accounting system
focusing on costs could produce cost reports on management
responsibilities including operations, organisations or entities,
programmes or mission, and projects. This is essential when
comparing estimated and actual costs. It can also permit the
comparison of similar activities carried out by different
government entities and the summarisation of government wide
total costs of similar activities " (Wesberry,1989:12-13).

Furthermore, Staats (1978:4) indicated that the Congress in the U.S.
"has shown continuing interest in restructuring budgeting
accounts to show programme costs better. .... providing agency
management with better accounting data on which to base
decisions, control funds and property, and make full disclosure"
( Staats, 1978:4).

5.5.5. Qualification for government accountants

A Government accounting system, to function appropriately, requires staff with
suitable qualifications. The researcher believes that staff involved in accounting need
the following competencies:
a) suitable academic qualifications;
b) a thorough knowledge of government environment and operations;
c) knowledge of methods and techniques applicable to government accounting,
d) the skills to communicate clearly and effectively the accounting information and
reports;
e) proficiency in applying accounting standards;
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f) specialised skills as required by the particular area of work in which they are
involved, e.g. computer skills, cost accounting, programme evaluation.

5.5.6. Training and Maintaining the Necessary Skills

It is important that government accountants receive adequate training in order to
broaden their knowledge of accounting and modern management science and to
update their interests in their field, so they can deal effectively with government
accounting issues.
From his experience and observation in major American studies, Coat (198788.11-12) wrote:
"I conclude that the main reason for the poor state of affairs in
our accounting system is that many of our most senior financial
managers do not understand accounting. As a result, these
managers generally have focused almost exclusively on budget
formulation, not recognising the importance nor the internal
control implications of accounting system. More often than not,
their limited technical knowledge did not elicit the interest,
commitment and support of financial and manpower resources
which is required to make the necessary improvement to
accounting system".

He added that government accountants must maintain job standards, which must
be revised to:
"Broaden the knowledge and skills required of accountants to
make them proficient in those financial management areas outside
accounting, such as programming and budgeting;
Require an understanding of legislative process and authorities
which are the cornerstones to understanding public sector
budgeting process;
Mandate a knowledge of computer technology, statistical
sampling, and written communication techniques;
Define the type of interaction that should take place between
accounts and the managers they serve;
Institutionalise operational analyses as an aspect of the
accountant's duties;"
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In this respect, there is a need to stress management accounting and control and
encourage careers in the government and public sector. It is important to open the
way to specialisation in government accounting, since accounting education has begun
to grow rapidly in the academic area and has its reflection in the government sector.
Academics and practitioners must work together to create an environment which
encourages study and careers in government accounting ( Engstrom,1984-85:61:63).
A sound training and education programme requires understanding of the
environment in which government accounting operates and the goals and objectives
which the government accounting system aims to achieve. Individuals must commit
themselves to improving their skills by focusing on and dealing with daily problems in
government accounting. The ability and skills needed to deal with those issues may be
summarised as follows:
1. Knowledge: The ability to remember information and apply it to find the right ( or
best) answer to a problem;
2. Comprehension: The ability to understand information;
3. Application: The ability to select appropriate abstractions;
4.Analysis: The ability to identify the key elements of a subject;
5. Synthesis: The ability to pull together various elements from different sources in a
useful way;
6. Evaluation: The ability to make judgements about the usefulness of a particular set
of concepts, techniques, alternative, professional problems, or responsibilities;
7. Implementation: The ability to implement plans or programmes in an efficient and
effective manner ( Amernie and Ems, 1979:135).
According to the Board of Standards, programmes for training government
accountants should be designed to help the accountants have " a comprehension of the
total system of financial information flows and its relation to other systems in
generating, analysing, and communicating data useful to management, the public, or
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government agencies; ability to present financial information in conformity with
generally accepted accounting principles" (AICPA,1976:1-2).
Henke (1979:35) suggested that government accounting courses should be
designed to include coverage of and broad concentration on the fund accounting
theory, accounting practice and budgeting. Emphasis on those topics will enhance the
need for evaluation of the staff in governments. When the government is mainly
integrated with the financial system, the function of the government accountants in
turn must be broadened to cover all government financial functions. Consequently, the
basis for knowledge will be established ( Fox, 19981:20). The knowledge needed by
government accountants, as indicated by Fox, (1981:21) includes general knowledge,
managerial knowledge, accounting knowledge and others. Accounting knowledge
emphasises financial accounting, management accounting, financial and compliance
auditing, operation and auditing, planning and programming, legal aspects of
government and computer-based systems.
Education for government accountants is very important, particularly in
developing countries, where the lack of qualified trained staff in government financial
management is clearly noticeable. Training, therefore, is required to maintain wellqualified staff who can think comprehensively in terms of programmes and projects,
and broaden the scope of their thinking to include more emphasis on accountability.
The fact that training has a very important role to play in addressing public
accountability is validated by the fact that the major reasons for poor accountability
are people-related, more than structure or system related.
In the following, the researcher will suggest a process for training government
accountants in the U.A.E that can be integrated with the government budgeting and
accounting system as an integral part of the reform efforts.
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First: Assessing training needs of government accountants
The training needs of government accountants in the U.A.E. must first be
identified, then a programme designed to meet the individual needs of the
participants. Thus, the programme must be shaped by the needs of trainees.
Second: Good design of programme content
The course contents must be designed properly to provide the participants
with an understanding of why and how the contents were developed and the
method of delivering the course. If trainees understand the contents of the
programme, they will feel more comfortable that it meets their requirements
In contrast, if the contents of the training programme are overlapping or
irrelevant, the training will not achieve its objectives.
Third. The way the training programme is to be delivered
It must be decided whether the training programme is to be carried out on the
job, or externally.
Fourth: The evaluation of the training programme
The final step requires evaluation of the training programme to ensure its
efficiency and effectiveness. For evaluation purposes, data must be collected
to assess the programme's compatibility with the needs of trainees, to
determine that these have been met, and that the delivery of the programme
has been successfully implemented.
The process of evaluation of training programmes may be classified as follows:
I) Programme design:
At this stage the following questions can be raised:
a) Are the objectives of the training programme in line and compatible with the
organisation's programme goals?
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b) Was the trainees' level of knowledge taken into consideration while designing the
training programme?
c) Are training schedules carefully arranged, so that the accountants can attend the
programme without any interruption or interference with their job duties?
d) Are the contents of the training programme related to the trainee's requirements'
e) Is it necessary for the accountants to master one component before starting
another?
2) Programme implementation
a) Have effective instructional techniques been used in the programme?
b) Are resources adequately available whenever they are required?
c) Are the facilities adequately maintained?
3) Programme results
a) Did the government accountants perform satisfactorily at the end of the
programme?
b) Does the feedback from the programme indicate that the performance of the
accountants in their jobs has been improved?
In the view of the researcher, the problem of the lack of adequate training and
exposure of government accountants to government concepts is clearly noticeable in
developing countries. Well designed and strategically planned programmes are
essential. In this content, the development of training programmes should not be
carried out as an isolated element of an organisation. Rather, the presentation of
training programmes must be the end result of consideration that includes
specification of objectives and identification of what is needed to achieve them, and
development of a strategy to ensure achievement.
There is a great need for U.A.E. university to provide intensive accounting
education programmes concentrating on government accounting, to qualify
accountants for future careers in government accounting.
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5.6. The Output of the Accounting System ( Reporting)

The most important output of the government accounting system is the reporting.
The government accounting system must provide a group of reports that can disclose
and express truthfully the results of the accounting system. In recent years, the
importance of reporting has grown rapidly, for both the private and the government
sectors, for many reasons. Most importantly, reporting is a means to transfer data and
information produced by the accounting system to the various interested user groups,
so they can judge the performance of the reported entity and use that information in
planning, control and decision making.

5.6.1. The objectives of government accounting reports

According to Statement No 1 of the Governmental Accounting Standard Board
published in May, 1987, the objectives of government financial reporting are as
follows:
"1.Financial reporting should assist in fulfilling a government's
duty to be publicly accountable and should enable users to assess
that accountability by:
a.Providing information to determine whether current year
revenues were sufficient to pay for current-year services.
b.Demonstrating whether resources were obtained and used in
accordance with the entity's legally adopted budget, and
demonstrating compliance with other finance related legal or
contractual requirements.
c.Providing information to assist users in assessing the services,
efforts, costs, and accomplishments of the governmental entity.
2.Financial reporting should assist users in evaluating the
operating results of the government entity for the year by:
a.Providing information about sources and users of financial
resources.
b.Providing information about how it financed its activities and
met its cash requirements.
c.Providing information necessary to determine whether its
financial position improved or deteriorated as a result of the
year's operations.
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3.Financial reporting should assist users in assessing the level of
services that can be provided by the governmental entity and its
obligations as they become due by:
a.Providing information about its financial position and condition.
b.Providing information about its physical and other non financial
resources having useful lives that extend beyond the current year,
including information that can be used to assess the service
potential of those resources.
c.Disclosing legal or contractual restrictions on resources and the
risk of potential loss of resources" (GASB,1987:47-79).

The FASB(1980:) listed the objectives of government financial reporting as
follows:
a) to provide information to users to make rational allocation decisions for the entity's
resources.
b) to provide information to assist the ability of resource users to continue to provide
the services.
c) to provide information to evaluate the accountability of the government managers
in carrying out their responsibilities.
d) to provide financial information to identify the economic resources provided,
obligations and the overall assessment of the changeable environment in which the
government entity carries out its operations.
e) to provide necessary information about the performance, costs of services and
accomplishments of the government entity.
The financial information must include the liquidity position as well as the factors
that will affect it.
In an article in the Government Accountants' Journal, (1980:49-50), Greathouse
summarised the objectives of financial reporting as follows:
1) Financial information must be provided to help users to make decisions about the
use of available resources.
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2) It helps the government entity to have information concerning fiscal compliance
with laws, etc
3) It must provide information concerning government capability.
4) It should disclose information about the use of economic resources, obligations,
etc.
5) It provides information regarding the services rendered as well as accomplishments
6) It provides information for performance evaluation and assessment of stewardship
7) It provides information to assist the users of reports to understand more fully about
government affairs.

5.6.2. The users of accounting information and reporting

The information contained in government financial reporting affects the lives of a
broad spectrum of citizens in the society, in various ways. In the following, the
various groups of interested parties in the financial reporting will be identified:
1. Citizen group

The major use by the citizen group of government financial reports is to assess the
efficiency and effectiveness of utilisation of economic resources available under the
custody of reporting entity, as follows:
a) comparing performance between similar government entities providing the same
services;
b) comparing the results and the accomplishment with those of previous years.
c) determining compliance with budget laws and regulations. In this respect, the users
attempt to ensure that the resources and appropriations were used according to the
budgeted allocations and limitation, and that there was no overspending or unwise
management of resources.
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2. Legislative group
The legislative interest in government financial reporting is mainly concerned with
information to evaluate the executive proposals on spending level for the
appropriation, by comparing their current year expenditure with their spending in
previous years, as well as to compare their requests with those of other
governmental units. The legislative group also needs to identify the degree of
compliance with budget laws and regulations, and to monitor the financial position
of the government units accordingly.
3. Investors and Creditors
This group needs government financial information to ensure the ability of
government to repay its debts.
4. External controlling agencies
External controlling agencies, such as the State Audit Institution, have to give an
opinion on the efficiency and effectiveness of operations of government units, and
whether these units have complied with budget laws and regulations.
5. Government Planners and Managers
Information must be available to this group to evaluate the efficiency and
effectiveness of units' operations and allocations of resources on the programmes
and projects they have specified (see Bowsher,1986:5;Henke,1986,24;Dye,1985:1;
Atamian and Ganguli,1991:3-4).

5.6.3 Government accounting reporting
As it was explained earlier, the major groups of accounting information users
require specific data and information. Final accounts reports constitute one means of
conveying important messages to the users of accounting information. The final
account is a logical outcome of the principle of accountability, the necessity of
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restricting the power of the executive branch in government in spending public funds
and collecting revenues.
Koleade and Dean (1984 ) stated the usefulness of final accounts, such that
important information will be lost if this report is not presented. They added

"If this were the case the users of government's accounts would be
deprived of important data. There would be no reliable
information concerning what money had been received and spent
and what money was being held. Without final accounts no audit
could be completed and therefore users of accounting information
would lack important assurances concerning the legitimacy of
government transactions and the reliability of its financial
statements" ( 1984:112).

In the U.A.E, article 35 of the federal law No. 14 for 1973, obligates the Ministry
of Finance to set detailed rules to be followed in preparing the final accounts report.
In respect of this law, each ministry or department is required to prepare accounts of
its expenditure and revenues for the expired year and report to the Ministry of Finance
in the period not more than two months from the expiry of the fiscal year.

5.6.3.1 The process of preparing the final accounts report

The preparation of the final accounts for the government financial management is
carried out after the expiration of the period of fiscal budget which in the U.A.E
begins on the first of January and expired on the last day of December, according to
the budget law. All accounts of ministries and concerned departments are closed, and
the accounts must be prepared and submitted to the Ministry of Finance after not
more than two months. The Ministry of Finance issues instructions with regard to
preparation of accounts and the process is summed up in the following steps:
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A) General rules
1) All government entities must to abide by the instructions and rules explained in the
annual memorandum;
2) All government entities must abide by the specific memorandum for closing of
accounts;
3) A comprehensive clarification memorandum must be prepared, regarding all factors
which have arisen since the preparation and acceptance of the budget and the
impact of such factors on the execution of the budget.
4) The final accounts must be submitted in triplicate after they have completed and
matched with the accounts kept by the Ministry of Finance.
B) Revenue
For the Revenue, the government entities must prepare:
1) statements indicating the budget estimation for revenues, the total collected,
variances between the estimation and the actual, and the collected revenues for the
three previous years, for each chapter and item.
2) statements indicating the collection of each type of revenue for the expired fiscal
year and the three previous years.
C) Expenditures
The final accounts reports for expenditures include the following:
1) a statement indicating the estimation of expenditure for each chapter and item and
their total, and the difference between appropriations and actual expenditures,
whether surplus or deficit, with an indication of expenditures for the three previous
years;
2) a statement indicating the budget appropriations and any amendments that have
taken place;
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3) a statement showing actual spending according to the type of expenditures for the
expired fiscal year and for the previous three years;
4) a statement for participation in international organisations;
5) a detailed statement of additional appropriations;
6) a detailed statement for transferred appropriations.
D) Reconciliation accounts
1) a statement of the balance of debt and credit reconciliation accounts, at the
beginning and end of the fiscal year;
2) statements showing the balance of each debt and credit account in detail.
E) Cash and bank accounts
The banking account section in the Ministry of Finance requires each bank which
holds the Ministry's accounts to provide the Ministry of Finance with a bank
certificate indicating the balance of each of the Ministry's accounts at the end of
the December. This certificate is examined and reviewed with the balances in the
Ministry of Finance records and any discrepancy must be clarified.

5.6.3.2. Problems concerning the preparation of final accounts reports

As emphasised above, preparation of the final accounts is an important tool in the
process of accountability. The final accounting report assists the responsible
government units and agencies to assess the process of estimation and execution for
the expired year, to identify areas of deficiency and weakness, to improve future
performance in the light of this experience. However, in the researcher's view, the
preparation and reporting of the final account and report in the U.A.E is deficient in
the following respects:
1) The lack of qualified and trained staff to prepare the final accounts and reports in

accordance with the instructions of the Ministry of Finance.
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2) The inability of the government units and entities to prepare their final accounts
and show the obstacles they have faced objectively, together with the inability of
the Ministry of Finance to assess such obstacles and the reasons for them
3) Delay in providing instructions, on the part of the Ministry of Finance.
4) The inability of the government units to prepare the explanatory memorandum
attached to the report of final accounts, in which the government units must
provide information about the general objectives which have been achieved and
those which have not been achieved.
5) The existence of too many transfers between various budget chapters and items,
without obtaining permission from the Ministry of Finance, which indicates
deficiency and delinquency in the execution of budget appropriation.
6) The huge increase in the reconciliation accounts, without sufficient justification,
which points to deficiency and delinquency in controlling those accounts and
reconciliation of the accounts at the proper time.

In the researcher's view, for the purposes of strengthening acc,ountability , as well
as ensuring the efficiency and effectiveness of service, should include the following
aspects:

1- Accountability reports.
Accountability information in financial reports emphasises the responsibility of
government units to provide users of financial statements with adequate information
about the efficient utilisation of assets and the stewardship of them, so they can
evaluate the performance of the management in regarding to the assets management
and show whether the resources were maintained and used according to the budget
laws and regulations.
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In this respect Bowaher (1993:15) stated that:
"If an agency is responsible for significant amounts of assets, such
as inventories, buildings, weapons system, etc. its annual
accountability report should include a section revealing its
stewardship of those assets. Which of those assets are still needed
and for what purpose? What is the status of depreciation of
assets? Is there a backlog of maintenance or replacement? Which
assets are no longer needed/ How does the agency intend to
dispose of them? The Government's summary report should
examine these issues from a global perspective. Is the government
as a whole managing its assets wisely? Does the existence of
unneeded assets reveal opportunities to reduce resource
allocations in the future? Does a pattern of progressive
obsolescence or deterioration reveal the need for additional
resources for modernization, overhaul, or replacement?"

Bowsher also added that the accountability reports should include a section to
show the potential accumulation of government liabilities. In this respect he indicated
that the accountability report
"should include a section in its accountability report discussing
those liabilities. What is their status? What is the likelihood of
known or suspected contingent liabilities becoming financial
claims on the government? Have reasonable arrangements been
made to fund the liabilities? Have they been recognized in
financial reports and budget plans? What steps have been taken
to control the growth of liabilities?" (Bowsher,1993:15).

A report of Joint efforts of Canadian and USA Governments to improve federal
government reporting revealed that government accounting reports express the
potential need of users of government accounts reports for information about physical
assets and full programme cost incurred by government. To acquire such information,
it is important to identify the cost or value of fixed assets, and inventories used in
government operations. In addition, the report indicated that the government
managers need an effective reporting system which can provide information about the
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physical assets and cost of programmes, for the purpose of accountability for those
assets and programmes. (Dye and Bowsher,1986:20 and Dye,1985).

2- Reports about the costs and accomplishment of services
Service accomplishment and cost reports show what has been accomplished as a
result of the costs of expenditure by government units. Thus, there is a need for a
sound cost accounting information system that can be used as a basis to report on the
cost of services provided and assist in developing the information needed about
accomplishment. The information in such reports might be presented in statistical
tables, graphs, etc. In this respect the CCAF (1989:14) reported that the
" information needed to provide a better basis for performance
judgements might include the reporting of results in relation to
objectives and the quantity, quality and costs of services provided.
In the educational field, for example, this information might
include student/teacher ratios and cost per student/year. In the
health care field, information could include such matters as
hospital bed utilization and costs per patient/day".

3- Reporting on capital resources.
Reports showing capital resources are, in most countries, neglected. Such
information about the infrastructure of the government is necessary for users to
maintain a clear picture of the government's efforts to safeguard and maintain it,
because such efforts have an important impact on service costs and accomplishment
by the government units.

4- Reporting on the efficiency of internal accounting and administrative control
systems.
This type of reporting serves the needs of the government management in
emphasising efficiency in delivering funds and services, and achieving effective control
over the tasks and functions of the government units. Therefore, the government
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management would seek from the unit's internal accounting and administrative control
system, reasonable assurance that the objectives and purposes of establishing the
internal control system by the legislature have been achieved.

5.7. Conclusion
Chapter Five has described some features of the government accounting system
applied in the U.A.E. For improvement in the government accounting system, several
issues in terms of integration, automation, unification of accounts, cost accounting,
training and finally the reporting system as an output of government accounting, have
been identified.
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DEVELOPMENT OF GOVERNMENT
AUDITING

6.1. Introduction

This chapter aims to highlight briefly the historical development of government
auditing. In addition, the chapter traces the development of auditing in Great Britain
and the United States, with particular reference to the role of the National Audit
Office (NAO) and General Accounting Office (GAO). Also, the chapter examines the
role of professional auditing organisations in developing government accounting and
auditing practice and their impact on the development of auditing concepts.

6.2. Historical Development

Ever since the establishment of states and government, there has been a need for
government auditing to maintain techniques to safeguard and control the collection
and expenditure of public resources. Although the techniques used to safeguard
financial resources have varied from age to age, the concepts of accountability and
control of resources have existed throughout civilised history (Anderson, 1984).
Aristotle in his book the politics, said: "To protect the treasury from being defrauded
let all public money be issued openly in front of the whole city, and let copies of the
accounts be deposited in the various wards". The philosophy behind the concept of
public accountability through State Audit can be attributed to as old as the
development of Administrative organizations in which the audit idea was adopted by
the Greeks from the ancient years. (Andreou,1982:15).
There is also recorded evidence that the concept of accountability for public
resources dates back to the Nile Kingdom (Enthoven,1973:17).
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Normanton (1966) described development in public accountability and control of
public resources as the development of separation of powers when the supremacy of
legislative control on public finance was created. The separation of power, the fall of
monarchy and development of public sovereignty in modern states led to the
establishment of particular institutions to carry out control on behalf of parliament.
Thus, the accountability and development of government auditing has passed
through various stages of development, basically as a result of separation of powers,
establishment of constitutional states, dominance of public sovereignty and the
development of a legislative budget process.
In his book The Accountability and Audit of Governments, E.L.Normanton(1966)
states:
"without audit, no accountability; without accountability no
control; and if there is no control, where is the seat of power?".

6.2.1. Government Auditing in the Islamic State
Although, in Western countries, government auditing by organised institutions
developed in the eighteenth and nineteenth centuries, government auditing is not a
new field to Muslims. They pioneered this field and contributed a great deal to
government auditing. Khan (1989:2) describes the Muslim contribution as follows:

"The concept of accountability of rulers, can be traced back to the
tradition of prophet Muhammed (SAAS) [ Peace upon him] where
he clearly distinguished between private property and public
property. He would quite often ask his officers and revenue
collectors to account for their income and expenditure"
(Khan,1989:2).
Scrutinising the history of the Islamic State, one can observe clearly the evolution
of public accountability over public resources. The prophet Muhammed (peace upon
him), personally supervised and administered public resources and distribution of
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funds for various purposes. He was concerned about any misconduct or misuse of
public funds by his ruler, officers or workers. To ensure that money was collected and
spent according to his instructions and in an Islamic way, he sent special envoys to
investigate the way the collectors worked, and their status and experience in dealing
with public resources. Furthermore, he asked for full reports from his collectors about
the funds being collected and the way in which they were spent (see
Shalabi,1964:216;Yousuf,1981:213).
The concept of accountability was also elaborated during the days of the first
Caliph of Islam, Abubaker Al-Sedeque, who was very vigilant over public money. He
demanded detailed reports about the accounts from his rulers and investigated their
accuracy. That trend was continued during the rule of the second Caliph, Omar Ebin
Al-Khatab, who established an institution headed by himself, to supervise his
representatives' and employees' financial dealings, and to investigate misconduct and
misuse of public resources(see,Khalid,1980:111-112;Al-Adawei,1976:4 ).
The concept of accountability and control of public resources was developed
during the Umawaiya and Abbasia states, in which the concept of Diwan (government
department) emerged. During that period several Diwan were established with
different purposes and objectives. Government financial affairs were carried out by
several departments such as Baitl-Mal, Diwan Al Kharag and Diwan Al Nafaqat
(Ministry of Finance). In addition, a subsidiary department was established, whose
main roles were provision of accounts and handling government transactions. It was
known as Diwan Al Hisbah (Accounting Department). The accounts prepared by the
various departments (Diwan Al Hisbah, Diwan Al Kharag, Baitl-Almal, and Diwan
Al Nafaqat) were audited by a supervisory department, the Diwan Al-Azimmah,
similar to the auditing office of today (see Figure,6-1). Thus, accountability in Islamic
history continued until the caliphate was replaced by a monarchy, whereupon the
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succeeding regimes had unlimited access to public resources, and the accounting,
auditing and controlling institution in Islamic countries declined (Khan, 1989:2).

FIGURE 6-1
ACCOUNTABILITY CYCLE
DURING MUSLIM RULE
Levied Taxes
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Source : Khan M.A. An Introduction To Government
Auditing, For Public Managers, 1989, Lahor, Pakistan.
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6.2.2. Government Auditing in Arab Countries
In Arab countries, the development of government auditing led to the
establishment of the Supreme Audit Institutions "as independent and specialized
entities strongly connected with the political, economic, and administrative
development stage in each country"(Dahmash,1982:94).
Iraq was the first Arab country to establish a Supreme Audit Institution, in 1927.
It was at first known as the General Accounts Auditing Department, but changed to
the Supreme Audit Bureau in 1968 as a consequence of government intervention in
socio-economic activities, and the consequent need to broaden the scope of audit. In
Egypt, the Central Audit Department was established in 1942. It was changed to the
Central Auditing Organisation (CAO) in 1964 after the nationalisation of major
private companies in 1961. However, in 1975 the CAO was attached to the Egyptian
Parliament as an independent agency. In Jordan, the Supreme Audit Institution was
established in 1931 and later changed to the Audit Bureau. Sudan established its
Auditing Institution in 1933 and changed it to the General Audit Bureau in 1970. The
Supreme Audit Institution in Syria was established in 1938 and changed to the Central
Auditing Organisation in 1967 to include the auditing of public corporations and
companies, in addition to the audit of national development plans. The trend of
development of Supreme Audit Institutions continued: in Morocco in 1952, Saudi
Arabia in 1954, Libya in 1955, Lebanon in 1959, Somalia in 1960, Algeria in 1962,
Kuwait in 1964, Tunisia 1966, Yemen PDR in 1972, Qatar in 1973, and Yemen Arab
Republic in 1974 (Dahmash,1982:95).

6.2.3. Government Auditing in Developed Countries
The concept of government auditing in France was recognised prior to the
revolution. When the 1789 revolution led to the abolition of the monarchy and the
nobility, the parliament in France gained full control of State expenditures
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(Khan,1989:3). Later, in 1807 the Auditor Act was established, known as a court law
(Normanton,1966:31). Based on a law issued in 1967, the Court of Accounts is
responsible for investigating and certifying the accounts provided by the government
accounting personnel and officers, and assisting parliament, as well as the executive,
in supervising and monitoring the laws concerning financial affairs. The audit, which
has both jurisdictional and administrative functions, is considered an important tool of
the French financial control system. Thus, the Court of Audit in the French system is
basically the same as a court of law (Schafer,1981:60-61, Also see, Beck,1982).
Government auditing in Italy was formed by the law of 1862, in which the State Audit
Institution was established. The audit agency carries out preventive control on the
financial accounts as well as the decrees issued by the government. The audit function
covers a variety of issues such as tax disputes, accountability of government
personnel, State pensions, etc. The function and scope of audit was defined in the
beginning of 1948 (Schafer,1981:61-62).
The Austrian Audit Office was established in 1984, by the amendment to the
Constitution Act 1929. The office is under the authority of the Austrian parliament.
According to the Audit Act, the office conducts full examination of the financial
accounts of government, as well as those enterprises in which the government has a
share, the public corporations and social insurance funds. The office carries out the
audit with professional audit staff with qualifications in accounting and other
disciplines and with the assistance of a computerised system. (Schafar,1981:62-63,
see, Kortle,1982:7-8).
In the former West Germany, an audit institution was established after the first
World War, when the Budget law was issued in 1922. The audit office continued to
exist until the defeat of Hitler in 1945. After that, an audit office was established in
the British zone to conduct audit in that zone. In 1948, the Combined Economic
Region was established and the audit office continued until 1950, when the Federal
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Court of Accounts was created. The audit office conducted audit over the industries
in which the government was a shareholder, such as railways, post office, national
communication agency, etc. (Normanton, 1966:35-37). In recent days the Federal
Court of Audit examines the efficiency and effectiveness of administrative operations
and activities and uses evaluation studies for government administration.
(see,Treuner,1983:10-12 and IJGA,1989)
In Switzerland, an act was issued in 1976 which led to the establishment of an
audit institution. Even though the institution belongs to the executive branch, it is
independent from the executive. The nature of the audit performed by the institution is
similar to that of other countries, it focuses on pre-audit and the issues of efficiency
and effectiveness (Schafer, 1981:59).
In European Communities (EC),the Court of Auditors was created in 1975 by the
treaty of Brussels, and in 1977 the Court was established as an independent
organisation with full responsibility for the audit of all revenues and expenditures of
EC agencies and the countries which receive development and food aid from the EC.
The Court is concerned not only with legal of transactions but also with the efficiency
of financial management of the EC. (Murphy,1981).
In Canada, in 1977 an Act was passed to expand the audit approach. In 1978 A
comprehensive audit approach was developed in response to the demand of the
federal Parliament and legislature of several provinces and as a constructive method
for the Auditor General of Canada to fulfil his responsibilities and provide better
accountability information for interested groups of users.(CCAF:1987). The value for
money provisions of Act require the auditor to present to the legislative significant
matters and cases which show:
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"money was expanded without due regard to economy and
efficiency; or
Procedures to measure and report on program effectiveness were
lacking or unsatisfactory, when it was reasonable to expect such
procedures to be used".(Scott,1982:9).

However, the auditor does not comment directly on the issue of policy
effectiveness, but he considers, in the evaluation process, the activities of the audited
department and how they have been carried out in relation to the department's own
procedures and process. If any deficiency occurs, the auditor reports such findings,
showing how the department could achieve better results.(Meyers and Moslair,1979)
In the effort to strengthen a comprehensive audit methodology, a Canadian
Comprehensive Audit Foundation was established in 1980 by the combined efforts of
legislative auditors, senior representatives of leading auditing and management
consulting firms, and the internal audit and academic communities. The body is
devoted to:

"a)disseminating comprehensive auditing methodology, and
designing and organizing professional development programs to
promote an understanding of the concept and application of
comprehensive auditing; and
b)conducting research and fostering the development of
management practices designed to support and help ensure
economy, efficiency and effectiveness in the management of public
sector funds and resources".(CCAF,1986).

In Japan, the Japanese Board of Audit (JBA) was established in 1889 by the old
audit law. There is evidence that under that law, the Audit Board carried out
performance audit. The current audit law of JAB was issued in 1974 and is similar to
the former Act. Government auditing in Japan is now devoting its efforts to evaluate
the accuracy, regularity, economy, and efficiency and effectiveness of government
operations, programmes and activities.(see,Yammoto and Watanabe,1989:201204,0gawa,1980:12-14,Tsuji,1988 and 1989).
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6.2.4. Development of government audit in Great Britain

History shows that in medieval Europe, the king was not accountable to anyone,
and the state resources were regarded as his own property. However, in 1215 King
John of England was forced by the threat of rebellion to issue the Magna Carta. This
document became an important charter of civil liberties in England and was regarded
by succeeding generations as a milestone in the process of public sovereignty. The
charter obliged the King not to raise any taxes without prior consultation with the
"common council of the realm". The separation of power and parliamentary control
over public resources continued over centuries (Khan, 1989:2-3).
Government auditing in Great Britain was established by the Exchequer and
Audit Department Act in 1866. This act, which was subsequently amended in 1921,
1958,1982 and 1983, was the basis of the current system for financial control in Great
Britain and provide a concise mandate for the involvement of internal audit in the
public sector.(Chambers et a1,1987:79)
Parliamentary control carried out by the accounts committee is an important tool
in the accountability process. In the beginning, the auditing process focused on the
regularity and legality of expenditure, but the trend has changed to include efficient
utilisation of public resources, particularly from 1983, when an act was issued to
extend the function and scope of audit to cover economy and effectiveness. With the
introduction of the 1983 act, the structure of audit has been changed, and budgetary
control over budget appropriations eliminated (see Pendlebury and Jones,1990:5277) .
The National Audit Act of 1983, clearly stated that the Comptroller and Auditor
General (C&AG) is an independent authority which has complete autonomy in the
discharging of his function (Dewar,1988). The independence of C&AG includes the
statutory provision which ensures that his salary is charged directly to the
consolidated fund and does not rely upon the annual vote of the parliament. Thus, the
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status of the C&AG as an officer of Parliament gives the C&AG more freedom and
protection for the operations of the C&AG and his staff (Dewar, 1988:10). The
National Audit Act of 1983, also established a special committee, named the Public
Accounts Committee, which has give the power to agree the overall budget of the
National Audit Office, which is then transferred to the House of Commons for formal
approval. The NAO has autonomy in financial and budgetary matters and a high level
of independence to organise and manage its audit operations and activities
economically and efficiently in the light of the budget allocations approved by the
parliament. Thus the NAO has full power to determine:
a) number of staff to carry out its functions
b) grading of staff, staff payments and other relevant issues
c) all other matters including the recruitment of consultants and other specialist from
outside.
Sir Douglas Henley (1982:167), raised questions about the role of Comptroller
and Auditor General when he stated that:

"there are three areas in particular where issues of importance
arise. First, there is the question of the C & AG's own position,
particularly as regards his relation to parliament. Second, there is
the question of the nature of his audit: what kind of financial
audit should his staff do, and how wisely should that be extended
into what we [C & AG] in E & AD have always called the value
for money field. Third, there is the question of the scope of his
audit: should his writ run more widely in the public sector than is
at present the case, particularly in the fields of the public
corporations and the local authorities".

At the International Congress of Supreme Audit Institutions in Sydney, Australia,
in its paper to the congress, the National Audit Office indicated that the NAO carries
out two types of Audit. The first type is called a certification audit by which the
C&AG is required to provide a certificate on a set of financial statements. The second
is value for money audit, in which the C&AG reviews the economy, efficiency and
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effectiveness with which the audited organisation has utilised its resources. In the U.K
National Audit Office, there is co-ordination and consultation with Parliament,
according to the stipulation in the Act that the C&AG take into consideration the
suggestions and recommendations of the Public Account Commission with regard to
conducting the Value for Money examination (1/FM). Such co-operation results in
provision to the commission of full information about the C&AG audit programmes
(Dewar,1988:11). To improve and increase the efficiency of its services and ensure
accountability to Parliament and taxpayers for all monies, Information Technology
(IT) was introduced by the NAO to improve communication, use and management of
staff and other resource management.(Pfleger,1989:7-9).
According to the paper presented by the NAO, in International Congress of
Supreme Audit Institutions in Sydney, Australia, 1986:1-10, the VFM audit in the
U.K as performed by the NAO is summarised into the following elements:
1) General Survey:
Relevant information is collected in order to establish a general understanding of
the overall organisational environment of the audited organisation. The survey
conducted by the C&AG may cover the whole organisation, or a segment of it. It
is designed to achieve the aim of value for money in case of large organisation, or
of a major project under the examination and investigation. The survey aims to
obtain and evaluate relevant information on the agency's goal and objectives,
planning, resources, procedures, accounting system and system of control. This is
obtained from records and papers, and from discussion with the staff in the audited
departments, specifically in finance and policy sections.
2) Marking
The aim of the marking process is to monitor the key data which affect the audited
body, as well as its resources. The marking process involves monitoring the general
information (e.g. budget estimation, annual reports, policy and other relevant
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parliamentary announcements and debates) and information on specific areas
identified in the general survey which are of interested for auditing purposes.
3) Audit plan
The MAO determines topics for value for money auditing in its annual plan. The
determination is carried out by a Senior Management Group which includes the
C&AG, his deputy and the four Assistant auditors-general, depending on the
strategic plan, covering a period of four years, prepared by each director for the
activities in his section. The plan provides a reasonable programme for examination
for the first two years and a more provisional programme for the remaining years.
Thus, each director is required to draw up an assessment of the importance
opportunities and audit risks of his section's activities, taking into consideration his
audit responsibility and the type of examination that he believes most suitable to
achieve the objective of auditing in terms of priority and the urgency of audit. The
selection and timing of examination may be affected by several factors such as
deficiencies and inadequacies in the audited organisations, the way the system is
designed to achieve the aim of value for money, the strength and weakness of the
management control system, the interest of parliament in a specific examination,
new developments in expenditures, and the increasingly technical nature of
activities.
4) Examination stage:
a) Preliminary study
The NAO's aim at the preliminary stage is to identify the main issues to be
included in the full review. The process involves the investigation and evaluation of
departmental papers and discussion with the responsible staff in the department.
The report on the outcome of the preliminary study is examined by the director,
who makes comments accordingly. The Senior Management Group consider the
report, and decide whether to initiate a full examination or not. If a full
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examination is agreed on , the timing and nature of audit is determined and the
audited body is informed, so arrangements can be made.
b) Full investigation
This process involves extensive, in-depth investigation, in which the aim is to
collect sufficient information to provide concrete evidence on which the C&AG
can base his final report to parliament. The work, which is normally completed
within six months, is undertaken by the audit team who conducted the preliminary
stage. Thus, the process requires auditors to collect and analyse a large quantity of
information by holding a series of discussions with the audited management and
staff at different levels. Various analytical techniques and questionnaires may be
used. The emerging facts and figures are discussed with the audited body
progressively and cleared during the process of examination. This leads to the
discussion of provisional findings and conclusion which are examined and
documented by the leader of the team and the directors. This forms the basis for
the final result of auditing and published report.
5) Reporting and follow-up
The C&AG maintains the sole discretion to report the result of value for money
audit. Moreover, it is up to him to determine the scope, nature, and timing of audit
reports. Prior to publication, the reports are discussed with the audited body, in
order to ensure accuracy and fair representation of audit results.
Before presentation to parliament, the report goes through several stages of
drafting. The director produces a two or three outline pages of the main issues and
the proposed form of the final report. When the outlined is approved, the director
submits a draft final report to the Senior Management for personal approval by the
C&AG. The report is sent to the accounting officer of the audited body, then after
discussion and amendment, submitted to parliament. This report presents an
agreed, accurate and fair statement which assists the Public Accounts Committee
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to investigate the real issues presented in the C&AG final report. However, the
report does not always present specific recommendations. Those are made by the
Public Commission, on behalf of parliament.
In the British audit system, the Public Accounts Committee receives the C&AG's
report and uses the information tabulated therein as a basis for conducting a hearing
upon its finding and interrogating the minister and corporations about their
operations. The PAC meets twice a week when Parliament is in session, in order to
study the C&AG's reports. Oral evidence from the Accounting Officer in the audited
body is heard, and written submission may also be considered. Thus, although
independent, the C&AG co-operates with the PAC. Although the PAC has no
executive power, its recommendations are rarely disregarded by the government. The
government responds formally to the PAC's recommendations. Thus, the PAC
monitors the actions taken by the government in regard to its recommendations.
Parliament in return annually debates the reports and responses of the government.
In the U.K the C&AG has a statutory responsibility to receive and report the
result of investigation as to the accuracy of tax included in the national account of
revenue. The C&AG also provides assurance of the performance of the tax system,
providing Parliament with an independent evaluation about the overall operation of
the system in order to
a)"ensure that adequate regulation and procedures have been
framed;
b)secure an effective check on the assessment, collection, and
proper allocation of revenues;
c)satisfy himself that any such regulations and procedures are
being duly carried out" (Exchequer and Audit
Department,1981:10).

In the C&AG's examination of value for money of the Revenue Department,
attention is paid to the cost of administration in regard to economy, efficiency and
effectiveness in utilising human and material physical resources and means are
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suggested to simplify and improve procedures which are considered not to be cost
effective. For instance, it has drawn Parliament's attention to the departure from its
original intention, resulting in substantial loss of revenue (Exchequer and Audit
Department,1981: 13).
A system based approach to audit has been introduced to audit social benefits . In
this process, a staff of statisticians and computer specialists, with the assistance of
auditors from the main centre, work together to review social security expenditures.
The system-based approach involves application of a special computer interrogation
program. Records are scanned at high speed and cases of particular aspects or falling
within the sample statistically established will be identified (Exchequer and Audit
Department, 1981:7). In addition, with the co-operation of the exchequer and audit
staff, department staff and internal auditors in the concerned department, the Auditor
General seeks to establish the accuracy of operations, to verify some aspects of
program effectiveness with reference to the legislated objective and checking that:
a) receipts and payments have been correctly processed and charged in the accounts;
b) the responsible department's rules and financial procedures for administering each
benefit have been followed;
c) those rules and procedures adequately reflect the parliament 's statutory
requirements and,
d) benefit programmes are administered according to the intent of the authorising
legislation (Exchequer and Audit Department, 1981:8).
Thus, the Auditor General in the U.K devotes only a small part of its efforts to
accounting aspects, the greater effort being directed to assessing the effectiveness of
internal control and the internal audit of the organisation. Effectiveness audit,
therefore, involves studying the rules and regulations, preparing flow charts, analysing
the system of control, and identifying the key controls which fail the test of
compliance (Exchequer and Audit Department, 1981).
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In the case of the effectiveness of policy, the C&AG believes that the auditor
should avoid considering the merit of policy objectives, so as to retain full
independence from political pressures (Exchequer and Audit Department,1981:8).

6.2.5. Development of government auditing in the United States
6.2.5.1 General background of General Accounting Office (GAO)

The origin of the General Accounting Office (GAO) in the United States goes
back to the act issued in 1921 when the office was established to safeguard and
control public funds. The act determined the legal position of the GAO as a part of
Congress. Audit in the beginning was limited, but in the 1930s the scope of audit was
extended by the appointment of specialised auditors in government. This led to the
establishment of accounting and auditing standards for the private sector. At the end
of the 1930s, when government expenditure had increased in its complexity and
volume, the burden of government auditing efforts was accordingly elaborated in
accordance with the new role of government after World War II. Thus, the trend
shifted from regularity and compliance audit to audit of the accounting system and
effectiveness of government management. In 1950, the Budget and Accounting Act
was issued, and in 1956 an Act for cost accounting was evolved. The 1960s and
1970s witnessed rapid increase in expenditure for programmes and activities, which
led to an increased need for control and raised the question of efficiency and
effectiveness of government operations and programmes. The 1970 the act broadened
the Comptroller General's responsibility beyond the traditional audit function by
stating:

"The Comptroller General shall review and analyse the results of
government programs and activities carried on under existing law,
including the cost benefit studies, or upon his own initiative, or
when requested by any Committee of the House of
Representatives or the Senate, or any joint Committee of the two
Houses, having jurisdiction over such programs and activities"(
GA0,1972:12-1)
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Thus, in respect of this act, the outputs of government programmes and activities
have to be examined, evaluated and reported to Congress. Relying on the Act, the
GAO expanded its role to include not only financial and compliance audit but also to
cover the evaluation of programme results. The reasons for this were the increase in
government expenditures on service sectors such as health care, social benefits, and
others, and the needs of the legislature and the public for more than financial
accountability ( Roger, et al, 1981). Those users are interested to have information
about the extent to which established goals are being achieved and the extent to which
programmes expenditures are being controlled. Thus the GAO responded to the
concerns of those parties and expanded its role to include efficiency and effectiveness
audit as well as programme results audit. In 1972, government auditing standards for
both financial and performance aspects of auditing were issued. A principal objective
of the standards was to encourage the State and local government to improve the
quality of auditing and evaluation of federal programmes results as well as strengthen
the government's accountability for public funds. Moreover, the Act of 1974 in
respect of the Congressional Budget emphasised the need for the evaluation of
programmes and the need the GAO to develop methods for such evaluation
(GA0,1976:1).
In recent practice, the GAO exclusively concentrates on the efficiency and
effectiveness of programmes of federal government and limits its role to financial and
compliance audit (Tomkins,1982:200).

6.2.5.2 Responsibility and function of GAO
The GAO exercises direct influence on the financial management of the Federal
government's activities. It provides the government entities with guidelines and
instructions regarding accounting and auditing. The GAO establishes the accounting
standards and principles with which the government agency must comply and then
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must approve that the system developed. And it monitors the operation of the
concerned agency by selecting a portion of its accounting system for
evaluation (Orr,1981.1). It also initiates independent evaluation and assessment of
government agencies, which assists in maintaining effective utilisation of government
resources.
GAO performs the following functions:
1) It provides assistance to the legislative body ( Congress) and its various
committees with information to help them to perform their responsibility,
consistent with the GAO's responsibility as a neutral party and independent
agency;
2) It assists the Congress by providing legal services;
3) It evaluates federal programmes, activities and operations;
4) It assists in improving the financial management system in federal departments and
agencies;
5) It collects claims for federal departments (GAO, 1978:1).
Thus the GAO is considered as an arm of Congress which audits and reviews the
programmes and projects and policies of federal government and makes
recommendations for improving the financial management (Sperry and et a1,1981:16).

6.2.5.3. Auditing Approach in GAO
The GAO auditing approach includes the following phases:
1) study of relevant laws and regulations;
2) assessment of policies, procedures and regulations of federal agencies;
3) evaluation of effectiveness of utilisation of public funds;
4) examination of federal transactions (Sperry, et a1,1981:10)
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In respect of co-ordination and co-operation between the GAO and the
Comptroller General of the United States and the professional auditors' group, an
audit forum has been established, which forms the basis for the intergovernmental
audit of the auditors' work. The forum is involved in specific programmes and
projects, including:
1) Assisting in the development and implementation of the single audit concept - an
approach which provides for a single financial and compliance audit of a recipient,
covering all the recipient's funds, rather than separate audits of each of the
recipient's grants. This concept, while existing and known by the vast majority of
governmental auditors and program officials to be of potential benefit to all, has
problems that must be overcome. More than any other project the audit forums
have undertaken, this effort requires the goodwill and spirit of co-operation to be
successful.
2) Arranging for joint and consolidated audits, which will eventually lead to the single
audit.
3) Developing material advancing the adoption of a single set of criteria for assessing
the degree of an audit organisation's independence. Independence is a crucial
aspect if audit work is to be accepted by third parties.
4) Furthering the acceptance of government audit standards, including expanded
scope auditing.
5) Working with other professional organisations, such as the American Institute of
Certified Public Accountants and the State Boards of accountancy, to ensure that
auditing is in compliance with generally accepted auditing standards and to identify
audit work that is not.
6) Developing more effective auditing to report on fraud, waste and abuse by those
charged with operating government programmes and those receiving government
financing.
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7) Providing leadership in the programme of peer review, in which government
organisations completed audits are measured against their operating policies. Such
revievn s would be performed by task forces from other audit organisations.
8) Assisting in preparing review guides for expanded scope auditing, including
programme effectiveness and economy/ efficiency audit. (Birkholz and Ryan,
1981,15).
The GAO establishes accounting and auditing principles and standards, with
which government agencies must comply, and ensures that the system is developed. It
monitors the operation of the control system of the agency regularly, by selecting a
portion of the agency's accounting system for examination and review. It evaluates
both the financial and administrative control system. Thus the GAO aims to detect
problems and recommend corrective action ( Orr, 1981:1).
There is co-operation between the committee and members of congress and the
GAO, particularly in requests made by those members for the costs and benefits of a
particular project to be assessed. In such cases Congress compares the GAO's cost
benefit analysis report with that prepared by the group executing the project.
The GAO tends to examine such aspects as quality control procedures,
management of funding process and monitoring and adherence to environmental
standards. For example, in discussing one project, questions were raised by the
members of Congress on cost and benefits. One Senator thought that this question
should be reviewed more thoroughly than it had been, and demanded that GAO to
study costs and determine whether there were lower cost alternatives. The GAO's
own report indicated construction delays, escalating costs, and problems in funding
the project, which made uncertain that the full benefit of the project would be
achieved. In this regard the GAO established a two segment project study. In the first,
the GAO reviewed the project goal validity and investigation of the exact problems in
the project, the environmental problems it was causing, and the cost of alternatives.
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Its second step was to assess the significance of the sewer overflow problems
occurring in the country and conduct a large scale research to find solutions to other
relevant problems. These efforts produced seven volumes of reports (Staat,1981)
The role of GAO in improving the Federal Financial Management is significant, A
GAO task force has produced two volumes of reports about managing the cost of
government. In this respect the Assistant Comptroller General in GAO defined the
status of Financial Management, as
"the system and procedures through which our government
decides what programs and activities to undertake, allocate
resources to those purposes, accounts for the resources, and assess
the results. Thus, financial management includes planning,
programming, budgeting, budget execution, accounting, auditing
and evaluation" (IJGA,1986:17).

In addition he added that the changes which GAO believed to be required were:
a) using a structured planning and programming process;
b) making resource allocation decisions within a unified budget;
c) budgeting and accounting on the same basis;
d) using accounting principles which match the delivery of services with the cost of
those services;
e) encouraging financial accountability through a system of management reports;
0 measuring outputs as well as inputs ( IJGA,1986:17).
The GAO issues an annual summary report which highlights the audit findings,
and compiled data about the audit savings and report on individual completed audits,
explaining the result of individual financial auditing and evaluation.(Orr,1982:1)
The GAO reports to the Congress on the legality, economy, and effectiveness of
government operations, and on behalf of the Congress and parliament may carry out
investigations. The GAO also participates closely with the Appropriation Committee
to study budget proposals, though it does not make any decision regarding the
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approval of budget appropriations. It assists the government agencies and units in
setting up guidance and principles to improve their efficiency and effectiveness
(Schafer,1981:57-56)

6.3. The Contribution of the Professional Organisations in Government
Accounting and Auditing.
6.3.1. In the United States

Professional organisations showed little interest in developing principles or
standards for government accounting and auditing during the nineteen sixties. Indeed,
until the sixties, no accounting standards existed or were published. Thus, the
financial reports prepared by governmental organisations did not inspire confidence.
They were contradictory and inaccurate, because they were not prepared in
accordance with government accounting and auditing principles and standards
Furthermore, the variations in the bases on which the financial reports were prepared,
reduced their significance and utility for comparison and evaluation purposes.
Subsequently, the development and increase in government activities necessitated
efforts to enhance the role of government accounting and auditing to satisfy the needs
of users for financial information.

6.3.1.1 Up to 1970

1. Government accounting in the United States can be traced to the beginning of the
twentieth century, arising from the need for reform in government financial
management because of misuse and negligence in financial organisations in some
American cities. This led to establishment of the National Committee on Municipal
Accounting (NCMA) in 1934. The NCMA's aim was to improve municipal
accounting and auditing, budgeting and financial reporting practices, and to
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provide greater comparability of financial data between municipalities (Johnson and
Langsam,1991:55).
2 In 1948 the National Committee on Municipal Accounting (NCMA) was
reorganised and its name changed to the National Committee on Governmental
Accounting (NCGA), to reflect the extension of the accounting principles
promulgated by the NCGA, to be applicable not only to municipalities, but also to
all types of State and Local governments (Remis,1981).
Despite the efforts of the NCGA, the accounting principles which appeared in
1934, remained largely unchanged by 1968, as Steinberg (1979:46) emphasised:
"Clearly Government Accounting is not perfect. The problems, I
believe are that the rational behind the accounting principles
governments follow have not been widely understood and that
these principles could not benefit from updating"

6.3.1.2. Since 1970

Since the beginning of 1970, interest in government accounting and auditing has
been clearly shown by professional organisations. These efforts were in accordance
with the development which took place in the role, activities and expenditures of
governments, which increased the need to safeguard and control government
expenditures. Government units realised the importance of efficient government
accounting systems to serve their objectives. Some efforts in this regard are outlined
below.
1. The Interagency Committee of the Joint Financial Management Improvement
Program in 1968 conducted a study of the need to develop a set of government
auditing standards. They held several meetings with government auditors to
develop the Standards for Audit of Governmental Organisations, Programs,
Activities, and Functions, (known as the yellow book) which had been
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promulgated by the General Accounting Office (GAO) in 1972 (Reardon and
Copeland:44).
To achieve the above objectives, the AICPA in 1971 established a special
Committee to co-operate with the GAO and assist it in establishing Standards
which aimed to improve the overall auditing functions and objectives for
intergovernmental operations. The implementation of Auditing Standards in the
United States had an impact and created awareness in many other countries, which
translated such audit standards into their own languages and used them as guidance
when designing their own auditing standards (see, Reardon and
Copeland,1990:45)
2. The United Nations (UN) in this respect has contributed abundantly as follows:
In 1971 it issued "A Manual For Government Accounting" and "A Manual for
Government Auditing
In 1977 the UN issued both the "Handbook on Government Auditing in
Developing Countries" and " Government Accounting in Economic Development
Management".
In 1987 it issued " Audit Standards in the Public Sector"
In 1990 the UN issued " Application of Government Audit Standards in
Developing Countries"
3. The American Institute of Certified Public Accountants (AICPA) has issued several
publications, of which the most important were as follows:
- 1974, "Audit of State and Local Governmental Units".
- 1986, "Audit of State and Local Governmental Units".
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Furthermore, the AICPA has issued several statements in regard to government
units. Those statements can be listed as follows:
(a) Statement no 75-3 issued in 1975 on "Accrual of Revenues and Expenditures by
State and Local Governmental Units ( Amended 1974 Industry Audit Guide).
(b) Statement no 77-2 issued in 1977 on " Accounting for Inter fund Transfers by
State and Local Governmental Units"
(c) Statement no 78-7 in 1978 on " Financial Accounting and Reporting by hospitals
Operated by a Governmental Unit"
(d) Statement no 8o-2 in 1980 on " Accounting and Financial Reporting by
Governmental Units"
(e) Statement no 89-6 issued in 1989 on " Auditor's Reports In Audits of State and
Local Governmental Units ". (see Publications of the American Institute of
Certified Public Accountants(AICPA); Johnson and Langsam,1991:63).
In 1969 the AICPA issued a report in respect of government financial
management stating that the Congress, President and citizens should know the
financial positions of the government units in order to maintain a better basis on which
to project and assess the socio-economic future in policy and decisions.
4. The role of the National Council on Governmental Accounting (NCGA)
In 1971 a task force was established to evaluate the status of government
accounting standards and reporting for goverment units in the United States. In 1973
its efforts led to reports which stressed the need to organise an automotive body to
undertake researches in government accounting, auditing and financial reporting and
related issues. In 1974 and in response to the task force report, the National Council
on Governmental Accounting (NCGA) was established.
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The most significant effort of NCGA was the Statement no 1 " Government
Accounting and Financial Reporting Principles" issued in 1979. These principles are:
Principle 1
Government accounting must make it possible both(a) to present
fairly and with full disclosure the financial position and results of
financial operations of the funds and account groups of the
governmental unit in conformity with generally accepted
accounting principles and (b) to determine and demonstrate
compliance with finance-related legal and contractual provisions.
Principle 2
Governmental accounting systems should be organized and
operated on a fund basis. A fund is defined as a fiscal and
accounting entity with a self-balancing set of accounts recording
cash and other financial resources, together with all related
liabilities and residual equities or balances, and changes therein,
which are segregated for the purpose of carrying on specific
activities or attaining certain objectives in accordance with special
regulations, restrictions, or limitations.
Principle 3
Governmental Funds
(1) The General Fund - to account for all financial resources
except those required to be accounted for in anther fund.
(2) Special Revenue Funds - to account for the proceeds of specific
revenue sources( other than expendable trusts or for major capital
projects) that are legally restricted to expenditure for specified
purposes.
(3) Capital Projects Funds- to account for financial resources to be
used for the acquisition or construction of major capital facilities (
other than those financed by proprietary funds and Trust Funds).
(4) Debt Service Funds-to account for the accumulation of
resources for, and the payment of, general long-term dept
principal and interest.
(5) Enterprise Funds- to account for operations (a) that are
financed and operated in a manner similar to private business
enterprises-where the intent of the governing body is that the costs
( expenses, including depreciation) of providing goods or services
to the general public on a continuing basis be financed or
recovered primarily through user charges; or (b) where the
governing body has decided that periodic determination of
revenues earned, expenses incurred, and/or net income is
appropriate for capital maintenance, public policy, management
control, accountability, or other purposes.
(6) Internal Service Funds- to account for the financing of goods
or services provided by one department or agency to other
departments agencies of the government unit, or to other
governmental units, on a cost-reimbursement basis.
(7) Trust and Agency Funds- to account for assets held by a
governmental unit in a trustee capacity or as an agent for
individuals, private organizations, other governmental units,
and/or other funds. These include (A) Expendable Trust Funds,
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(B) Non expendable Trust Funds, (C) Pension Trust Funds, and
(d) Agency Funds.
Principle 4
Governmental units should establish and maintain those funds
required by law and sound financial administration. Only the
minimum number of funds consistent with legal and operating
requirements should be established, however, since unnecessary
funds result in inflexibility, undue complexity, and inefficient
financial administration.
Principle 5
A clear distinction should be made between (a) fund fixed assets
and general fixed assets and (b) fund long-term liabilities and
general long-term dept.
a. Fixed assets related to specific proprietary funds or Trust Funds
should be accounted for through those funds. All other fixed assets
of a governmental unit should be accounted for through the
General Fixed Assets account group.
b. Long-term liabilities of proprietary funds and Trust Funds
should be accounted through those funds. All other un matured
general long-term liabilities of the governmental unit, including
special assessment debt for which the government is obliged in
some manner, should be accounted for through the General Long
Term Debt Account Group.
Principle 6
Fixed assets should be accounted for at cost or, if the cost is not
practicably determinable, at estimated cost. Donated fixed assets
should be recorded at their estimated fair value at the time
received.
Principle 7
Depreciation of Fixed Assets
a. Depreciation of general fixed assets should not be recorded in
the accounts of governmental funds. Depreciation of general fixed
assets may be recorded in cost accounting systems or calculated
for cost finding analyses; and accumulated depreciation may be
recorded in the General Fixed Assets Account group.
b. Depreciation of fixed assets accounted for in a proprietary fund
should be recorded in the accounts of that fund. Depreciation is
also recognized in those Trust Funds where expenses, net income,
and/or capital maintenance are measured.
Principle 8
The modified accrual or accrual basis of accounting, as
appropriate, should be utilized in measuring financial position
and operating results.
a. Governmental fund revenues and expenditures should be
recognized on the modified accrual basis. Revenues should be
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recognized in the accounting period in which they become
available and measurable. Expenditures should be recognized in
the accounting period in which fund liability is incurred, if
measurable, except for un matured interest on general long-term
debt, which should be recognized when due.
b. Proprietary fund revenues and expenses should be recognized
on the accrual basis. Revenues should be recognized in the
accounting period in which they are earned and become
measurable; expenses should be recognized in the period incurred,
if measurable.
c. Fiduciary fund revenues and expenses or expenditures( as
appropriate) should be recognized on a basis consistent with the
fund's accounting measurement objective. Nonexpendable Trust
and Pension Trust Funds should be accounted for on the modified
accrual basis. Agency fund assets and liabilities should be
accounted for on the modified accrual basis. d) Transfers should be recognized in the accounting period in
which the inter fund receivable and payable arise.
Principle 9
Budgeting, Budgetary Control, and Budgetary Reporting
a. Annual budget(s) should be adopted by every governmental
unit.
b. The accounting system should provide the basis for appropriate
financial statements and schedules for governmental funds for
which an annual budget has been adopted
Principle 10
Transfer, Revenue, Expenditure, and Expense Account
Classification
a. Inter-fund transfers and proceeds of general long-term debt
issues should be classified separately from fund revenues and
expenditures or expenses.
b. Governmental fund revenues should be classified by fund,
function (or program), organization unit, activity, character, and
principal classes of objects.
c. Proprietary fund revenues and expenses should be classified in
essentially the same manner as those of similar business
organizations, functions, or activities.
Principle 11
A common terminology and classification should be used
consistently throughout the budget, the accounts, and the
financial reports of each fund.
Principle 12
Interim and Annual Financial Reports
a. Appropriate interim financial statements and reports of
financial position, operating results, and other pertinent
information should be prepared to facilitate management control
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of financial operations, legislative oversight, and, where necessary
or desired, for external reporting purposes.
b. A comprehensive annual financial report [CAFR1 covering all
funds and account groups of the reporting entity including
introductory section; notes to the financial statements; required
supplementary information; schedules; narrative explanations;
and statistical tables, should be prepared and published.
c. General purpose financial statements [GPFS] of the reporting
entity may be issued separately from the comprehensive annual
financial report. Such statements should include the basic
financial statements and notes to the financial statements that are
essential to fair presentation of financial position of proprietary
funds and similar trust funds. These statements may also required
to be accompanied by required supplementary information
d. A component unit financial report [CUFRI covering all funds
and account groups of a component unit - including introductory
section; appropriate combining, and individual fund statements;
notes to the financial statements; required supplementary
information; schedules; narrative explanations; and statistical
tables- may be prepared and published as necessary.
e. Component unit financial statements [CUFS] of component unit
should include the basic financial statements and notes to the
financial statements that are essential to the fair presentation of
financial position and results of trust funds). These statements
may also be required to be accompanied by required
supplementary information.
(see Freeman,et al, 1988:37-56).

NCGA has issued several statements and interpretations since 1979, in respect of
government accounting and auditing and financial reporting and related issues
5. The Role of the Financial Accounting Standard Board (FASB)
The Financial Accounting Standard Board (FASB) was created in 1973. It is an
independent organisation, concerned with setting financial standards for private
organisations. However, since 1978 the FASB has shown interest in government
units and not-for-profit organisations.
The most important study in this respect was carried out by Robert Anthony with
authorisation from the Financial Accounting Standard Board. This was an exploratory
study which dealt with the issues of not-for-profit organisations in terms of
determining users' needs for financial information and the differences in the concept of
financial reporting in government and not-for-profit organisations (Anthony, 1978).
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6 The Role of the Cost Accounting Standard Board (CASB)
The CASB was established in 1970 after Congress recommended issue of cost
accounting standards for government contractors, particularly in relation to
defence contracts. The CASB in this respect showed the importance of applying
the accrual accounting base for determining contract costs, the matching of costs
to cost accounting period and the concept of full allocation of costs to contracts, as
well as other cost accounting issues (Anderson, 1979-80:26-29).
7. The role of the Association of Government accountants (AGA)
The role of AGA includes the following:
(a) It issues the "Government Accountants Journal" which concentrates on
government accounting and auditing issues.
(b) In 1975, it administered a joint programme to improve financial management in
government units.
(c) In 1976-77, efforts were led by the AGA and AICPA, with international cooperation, to develop and issue the "International Journal of Government
Auditing", published by International Organization of Supreme Audit
Institutions (INTOSAI).
(d) In 1976, it conducted a study of the efficiency of the Cost Accounting Board.
(e) It established the Auditing Controlling Department Guide in 1979.
(f) It designated a task force to establish standards for reporting and internal control
in 1980.
(g) It has designed and conducted training programmes for auditors in different
countries, to increase their knowledge and skills. This was done in co-operation
with the GAO.
(h) It has held seminars about accounting, auditing, standards for internal control and
internal auditing and their applicability in government units, to increase the
knowledge of participants through the exchange of information (see The AGA
National History Committee, 1981 and 1986).
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From the above, it is clear that the professional organisations in the United States
have played a great role in their attempts to establish overall principles and standards
for accounting, auditing and financial reporting in the government sector, at both
State and Local Government levels. Those organisations have apparently achieved
their aims in developing government accounting and auditing by identifying the needs
of government financial management. Undoubtedly their efforts have had a great
impact in improving the accounting and auditing practices of those government units
involved. They have also influenced financial reporting systems, in terms of identifying
the various users needs for financial information and the importance of cost
accounting information in the government sector. They have developed the concept of
auditing to include not only financial aspects but also economy, efficiency,
effectiveness and the result of programmes.
Despite the significant efforts by those professional organisations to develop
government accounting, auditing and financial reporting, the researcher believes that
there is still conflict and contradiction in accounting and auditing principles and
standards and types of reporting, as well as accounting treatments. There is still no
comprehensive framework of generally accepted accounting principles. One reason
for this is that, when the General Accounting Office (GAO) issued its revision of Title
2 of accounting principles and standards as well as Internal control and financial
management standards for government units, the Office of Management Budget
(OMB) issued opinions to the government agencies which were in conflict with the
GAO statement (See The AGA,1986:9-10). Such conflict would impede the
development of government accounting and auditing.
The applicable standards need to be upgraded by the NCGA in accordance with
Generally Accepted Accounting Principles (GAAP). Thus, all professional
organisations should work together to set updated standards for accounting, auditing
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and financial reporting in government units, the better to serve users' needs for
informations (Berry and Jacobs, 1981-82:31-32).
Some writers (Fogliasso, et a1,1991:38) argue that " when considering all the
players and their agendas, conflict in setting accounting standards should be
expected". Therefore "the Financial Accounting Standard Board was thought by many
to be the standard setting body for all entities in the United States"(Kamnikar and
Kamnikar,1987:40). Thus the NCGA and the GASB have the automotive and
responsible power to issue and implement principles and standards for the government
units. Furthermore, there is a lack of an accounting standards framework that can be
set for government units for the purpose of comparison and to assist government
managers in applying consistent accounting rules to achieve the objectives of financial
reporting in their units.
From the researcher's point of view, to enhance the role of the professional
organisations in developing government accounting principles and standards, the
following steps are necessary:
(a) The FASB and GASB should be given a clear and complete responsibility to
determine the interaction between the two boards.
(b) The communication system set by the GASB should be in clear language.
(c) The GASB members should focus their efforts on the means of application of
standards and principles, in order to develop principles and standards which meet
the needs and interests of the users.
(d) Efforts must be made to involve the government units, users of financial reports,
citizens and the legislature with GASB's task force team, to develop the
principles and standards.
(e) In order to eliminate and overcome any difficulty and misunderstanding in
applicability of accounting standards, seminars, meetings, and educational
programmes must be designed and implemented.
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Thus, to overcome such challenge the Canadian Comprehensive Auditing
Foundation (CCAF) has urged the professional accounting and auditing organisation
to co-operate constructively to meet the challenge of developing government auditing
and strengthening the fiscal accountability, when stated:

"The profession has an opportunity, and indeed an obligation, to
participate and help lead the way in meeting this
challenge".(CCAF,P.4:1988)

Despite the significant efforts, internationally and by professional organisations in
the field of developing government accounting, auditing and financial reporting in
developed countries in particular, there has been insufficient interest in developing
countries in general, and in the United Arab Emirates in particular, except for
participation in the (INTOSAI).

6.3.2. In the U.K

The expanding role of auditors and greater demand for accountability were
reflected in the establishment of the Accountants Standards Committee (ASC) in
1975. By 1980, the Auditing Practice Committee (APC) developed the first set of
auditing standards. "Following an the establishment of the Auditing Commission and
the National Audit Office, in the early 1980s, the undertaking of such 'value for
money', or operational, audits has assumed an enhanced profile in ensuring the
accountability of local and central government (Humphrey,1991:11).
Professional organisations are interested in developing auditing techniques and
analytical reviews for the reasons of

"improving audit productivity which may result in similar level of
audit assurance at reduced cost or better assurance with no
appropriate increase in cost or a combination of both. Their
needs will tend to be concentrated on those areas offering
immediate productivity".(Stacy,1982:136).
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In the area of fraud and the auditor's responsibility, the Institute of Chartered
Accountants in England and Wales (ICAEW), issued two reports whose
recommendations had significant effect on the audit profession's perception and
thinking (Tweedie,1991:23). In 1990, APC issued and auditing guidelines known as
'The Auditor's Responsibility in relation to Fraud and other irregularities'. These
guidelines clearly indicated the role of professional agencies in regard to the
responsibilities of management and auditor in the prevention and detection of fraud
and other irregularities and errors (Tweedie:28). The PAC has taken legal advice on
the present state of the law in regard to the auditor's rights and duties reflected in
ethical standards and professional contract in relation to defaults or unlawful acts in
review in 1988 (Tweedie:30).
Statements on auditing issued by the profession in U.K began in 1961, with the
publication by the ICAEW of statement UI 'General Principle of Auditing'. Prior to
that, there were no formal guidelines. Accordingly, the Consultative Committee of
Accounting Bodies (CCAB) was established in 1974 (Ferrier,1991:100). APC issued
a bulletin as a newsletter, explaining recent developments in legislation that had
implications for auditors' work. It published a programme of work composed of a set
of issued documents, classified as follows:

"1.a basic framework of documents concerned with general
principles and issues which are relevant to most audits;
2.a second classification for documents which are relevant only in
some cases, but which are nevertheless significant; and
3.a third class of documents dealing with matters which are of
concern only in specific industries" (Ferrier,1991:102).
In respect to ethical guidelines, the guide to professional ethics of the ICAEW
contains the following statement:"The overriding requirement [is] that, as a
professional man, a member must at all times perform his work objectively and
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impartially and be free from influence by any consideration which might appear to be
in conflict with this requirement"(Moizer,1991:39-40).
Prior to the Act of 1989, changes affected the position of auditors in two areas,
the public sector and the service sector. The early Act in 1980, changed the type of
organisational audit, emphasising the move toward examining value for money.
Moreover, in the service sector, the emphasis was on evaluating the internal control
which became a part of the auditor's responsibility (Turley and Sherer,1991:48).
Thus, the development of audit professional services in the U.K was organised
and controlled by the involvement of three sources. Parliament was involved in issuing
acts and regulations and requiring the governmental agencies charged with executing
such legislation to adhere to these statutes. Such statutes for instance shifted the
emphasis in the objectives of audit away from detection of fraud toward examination
of the reliability of information which forms a basis for decision-making.
Professional accounting bodies in U.K have played a significant role in auditing
regulation, qualification, of those involved in performing audit work, making
recommendations on standards of auditing and establishing disciplinary actions for
their members (Turley and Sherer,1991148-50). Another significant aspect of
professional regulation was the introduction of the joint disciplinary scheme (JDS) by
the English, Welsh and Scottish certified bodies. The JDS aims to deal with the issue
of direct complaints about the auditor's performance and non adherence to the
standards (Turley and Sherer:50). Furthermore, the auditing professional is affected
by the means by which the court interprets and explains and applies the auditor's
responsibilities. The legal system in respect of auditing creates both civic liability and
criminal liability in regard to the quality of audit work and auditors' report (Turley
and Sherer:50-51).
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6.4. Conclusion
This chapter has briefly outlined the historical development of government
auditing, from the early Islamic State, to the recent efforts of western countries,
especially the U.K and U.S, to develop government auditing. It has also highlighted
the existence of government auditing in the Arab countries.
The chapter also identified the role of professional bodies in developing
government accounting and auditing, focusing on the role of organisations in the
United States and U.K The researcher believes that despite the importance of such
efforts and the significant contribution of those organisations in developing
government accounting and auditing, there has been a lack of co-ordination and cooperation, leading to reluctance to develop a unified, integrated framework for
government principles and standards, which will have a great impact on the
development of government accounting and auditing.
In the following chapter, we shall present an integrated framework for
government auditing which includes financial and compliance audit, economy,
efficiency, effectiveness aspects, and the audit of programme results.
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CHAPTER SEVEN

THEORETICAL FRAMEWORK FOR GOVERNMENT
AUDITING IN GOVERNMENT UNITS

7.1. Introduction

The aim of this chapter is to identify the theoretical basis for auditing of
government units. In this respect the scope of government auditing and terminology
are identified. Government auditing standards are outlined as a guideline to establish a
practical approach for government auditing in the U.A.E.

7.2. Definition and Scope of Government Auditing
Auditing is known basically as the practice of testing, evaluating and reporting
about economic activities. However, a more specific definition is needed for
government auditing. Knighton(1971) indicated that government audit involves
examining records, finding evidence and determining responsibility for the purposes of
evaluating and reporting about:
1-the extent of efficiency and readability of data and control systems;
2-efficiency and effectiveness of programme operations;
3-the extent to which administrative rules and policy have been carried out;
4-the extent of fairness of presentation of financial statements, reporting and
disclosure, of both financial position and operational results of organisations and
programmes.
1 go

The above definition can provide a clear picture of the scope of government
auditing. It is a comprehensive definition which covers the most important aspects of
auditing, including financial compliance audit, operational audit, performance audit
and audit of programme results. It is also a flexible definition which means that the
audit tasks need not necessarily be performed at the same time or by the same auditor.
In addition, the definition indicates that the audit would be used not only to
determine the state of examining the financial statements but also includes audit
operations to ensure the appropriate application of procedures, laws and regulations.
During the past few years, there have been attempts to explain various auditing
concepts, such as management audit, performance audit, operation audit, programme
results and others. However, there is still ambiguity regarding these concepts, as they
have not been clearly and specifically defined. For example Morse (1971) did not
distinguish between performance audit and operational audit when he argued that the
term performance audit or operational audit is used to draw a line between auditing
the records and accounts in order to obtain a professional opinion of financial
statements and examine the operation of a selected group of activities aiming to
achieve improved efficiency and effectiveness, leading to achievement of
organisational objectives. Morse (1971) divided the comprehensive audit in
government into two parts: financial audit and operational or performance audit. The
latter includes efficiency, economy and effectiveness audit, which is not covered by
the term financial audit.
Lindberg and Cohn (1972) agree with Morse that the operational audit is a new
area. However, it is not specific. It includes audit of objectives, plans and policies
and organisational structures and procedures, through rules, organisational methods
and control. On the other hand Knighton (1971) criticised the classification of
government audit into financial audit and operational audit and considered such
distinction to be inadequate to express what is encompassed by performance audit. He
then suggested a practical way to classify the different concepts of audit by dividing
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the comprehensive audit into financial audit and performance audit; the latter is then
divided into compliance audit, operational audit and programme result audit.
In brief, then, Comprehensive audit includes financial and performance audit.
Financial audit involves examining the financial records and control system to ensure
the legality of spending, that transactions have been recorded accurately, that control
procedures have been set properly and that financial statements contain correct data
and show the real financial position. Performance audit is an independent examination
of records and gathering of evidence to indicate the efficiency of government
operations and effectiveness of executing of government programmes, and to ensure
that procedural regulations have been followed . Compliance audit verifies the
application of laws and policies . Operational audit is concerned with the verification
of efficiency of operation and policy and procedures, in addition to the control system,
including financial and non-financial resources. Programme result audit seeks to
ensure the effectiveness of government programmes. First, the auditor determines and
evaluates the various elements of the control system to judge their effectiveness in
assisting the government unit management to measure its operations, to achieve its
objectives. Second, he examines the audit reports, including the execution of
programmes, to report the extent to which the data contained in those reports are
reliable.
Study of the historical development and scope of government auditing reveals
that for a long time (and still today, in many countries ) the aim has been to ensure
that the expended funds have been spent according to the budget allocation and the
applicable laws and regulations. Thus, it has focused on the process and legality of
expenditure rather than its consequences. This type of audit is known as a financial
and compliance audit.
In many respects, the government financial audit is like the financial audit in the
private sector. However, the scope of government audit is greater, particularly in
regard to legal requirements.
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For this reason, this study will focus on the aspects of financial audit ( Pre-audit
and Post audit) that have particular relevance to the government sector.

7.3.1. Pre-audit

Most governments undertake precautionary procedures prior to their expenditure
to ensure the safety of expenditures. These procedures are known as pre-audit. The
pre-audit examines the transaction prior to its completion, in order to verify that the
expenditure has been carried out according to the allocation in the budget, for the
designated purposes and at the right time, and to ensure the accuracy of supporting
documents and their preparation according to the financial instructions.

The pre-audit may take several forms:
- It may focus on the authority responsible for signing the contracts.
- It may include a detailed examination of documentation to verify the accuracy of
obligations, receipt of goods and services, the accuracy of the amount assigned in
the vouchers and the sufficiency of budget allocation.
The main advantages of pre-audit are in preventing the misuse of resources and
over-spending or deviation in managing them.
Despite these advantages, criticisms have been made of pre audit:
(1) Completion of operations may be delayed as a result of extensive audit efforts
and there is duplication of effort, increasing the cost of auditors' salaries and
reducing efficiency.
(2) Responsibilities can not be determined, because of duplication of effort.
(3) It reduces the independence of the government unit, leading to delays in their
operations that create a bureaucratic environment
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(4) This type of auditing does not reduce overspending because the expenditure may
be carried out for its designated purpose yet still be unnecessary and the
estimation might be higher than the actual needs of the units.

Moreover, because of the difficulties in conducting the pre-audit and various
factors that hinder its applicability in most countries, the trend in the government
sector is to place minimum reliance on the pre-audit and assign such tasks to the
executive units. This has been noticed in Britain, France, and United States, and some
other external bodies ( U.N. 1972).

7.3.2. Post-audit
Post-audit refers to the audit conducted after the completion of operations to
verify their accuracy and compatibility with laws and regulations, by examination of
records, whether completely or partly, through sampling methods, which may,
depending on the availability of qualified staff, be a sufficient and more economical
process ( U.N. 1972).
The huge increase in government expenditure in recent years has led to important
changes in the nature of post-audit conducted by external authorities, reflected in the
use of sampling techniques and examination of the accounting system as well as the
internal control system

Post-audit is distinguished by the following characteristics:
(1) It does not delay operations
(2) It provides more freedom to the executive
(3) It does not conflict with the task and responsibility of management

Despite these advantages, criticisms can be made.
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(1) It does not reduce over-expanding or misuse of funds because it is carried out
long after the money has been spent. Deviations and mistakes are not discovered
until it is too late.
(2) It is difficult to determine responsibility for mistakes and deviations, because of
the long period between the spending and the audit.
(3) Generally, the method used in post-audit is sampling, which may lead to
occurrence of errors, if a scientific method of selecting the sample is not applied.
In view of the importance of both pre-audit and post-audit, the combination of
both is necessary to maintain effective control on government operations and reduce
the overspending of government resources. How it is applied in a government will
depend on economic circumstances and socio-political philosophy.
In practice, there is a trend away from control through pre-audit towards an
effective internal control system under the supervision of the head of the agency
concerned, and to strengthen the external post-audit to cover evaluation of the
internal control system, as well as the effectiveness of the administrative system
( U.N.1972). A report from officials of the U.S. general accounting Office who made
a study in various Latin-American Countries, concluded that:

"traditionally, audit offices in developing countries have stressed
pre-control [audit](the approval of requests for the disbursement
of funds) or post-control [audit] (the detailed verification of
vouchers). Such verifications concentrate mainly on determining
the legality of the transactions, giving little or no importance, to
financial controls, management systems, evaluation of programs,
or the efficiency and economy of the
operations".(Cardon,1981: 10).
In the view of the researcher, to overcome the disadvantages of pre-audit and
post-audit and benefit from their advantages, it is desirable to combine them. This will
assist in detecting the errors and mistakes that occur during the execution process and
reduce the time period between the occurrence of mistakes and their detection.
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Moreover, the linkage of pre-audit with internal control and strengthening of the
external audit to ensure the safety of the internal control system, in accordance with
the trend identified above, is desirable.

7.4. Performance Auditing
From discussion of the historical development of government audit, it is clear that
it has passed through stages of development from financial and compliance audit, to
performance audit, a more comprehensive concept that can be applied in the area of
government control of its operations in terms of efficiency and effectiveness. In
INTOSAI's XII International Congress of Supreme Audit Institutions(INCOSAI)
which was held in Sydney, Australia in 1986, the participants proposed to develop a
common understanding of the definition of performance auditing. The congress
delegates accepted that the term, 'performance audit' would describe economy,
efficiency and effectiveness auditing.(Orr,1986:10).
A recent definition of performance audit by the Association of Government
Accountants(AGA:1993)stated that:

"the performance auditing is the systematic and objective
assessment of the performance of an organization, program,
function or activity by an independent auditor, who reports
findings, conclusions and recommendations to a party or group
with legal responsibility to oversee and/ or initiate corrective
action".(AGA,1993:13)

In this respect, light will be shed on the elements of performance audit, its scope,
concepts and approaches.
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7.4.1. The scope of performance audit

Performance audit focuses on evaluation of the performance of operations,
activities and programmes carried out by government units. It includes both the
financial and administrative aspects of operations, from the perspectives of efficiency
and effectiveness. This requires co-ordination between the main elements of
performance auditing, i.e. operational auditing and auditing,of programme results
( Woodward, 1976).
7.4.1.1. Operational auditing

Operational auditing is the main part of performance auditing. It concentrates on
evaluating the efficiency and effectiveness in management and utilisation of resources
under the supervision of the programme manager and those in charge of executing it.
This type of auditing also aims to examine the elements of the internal control system
set by the government units, analyse it and attempt to find out any weakness or
deficiency in it (Buckley, 1969).
The Latin-American Manual for Professional Auditing in the public
Sector(1977),defined operational auditing as:

"An objective, systematic, and professional examination of the
financial and/or administrative operations of an entity, performed
by professional auditors, to verify and evaluate these operations to
establish the degree of efficiency, effectiveness, and economy of the
planning, organization, management, and internal control, and to
report the findings, putting forward conclusions and
recommendations for improvements".

Garrido,(1980:11) also looked at operational auditing as a systematic approach,
but he argued that "operational auditing deals with the interaction of systems, main
subsystems, subsystems of the subsystems, etc."
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Cardon (1981 7) mentioned that operational auditing encompasses six activities,
three of which can be listed under financial auditing:

"a.Verifying the transactions, registers, reports and financial
statements corresponding to the period being examined.
b. Evaluating compliance with or fulfilment of the legal and
internal requirements in force.
c. Reviewing and evaluating the system of internal financial
control.
d. Examining and evaluating the planning, organization, and
internal administrative control.
e. Reviewing and evaluating the efficiency, effectiveness, and
economy with which human, material, and financial resources
have been employed.
f. Reviewing and evaluating the results of the programmed
operations, to determine whether they have achieved the proposed
goals." (Cardon,1981:7)

Operational auditing takes various shapes:
1) Auditing for special purposes
In this regard, a specific purpose for operational auditing, e.g., examining the
internal control system, is determined, according to which a plan for audit is
carried out.
2) Auditing the whole activity
This approach concentrates on the nature of the work in the organisation and
determination of the chain of responsibilities. It involves the following steps:
a) Determine the objectives and programme of audit.
b) Conduct an examination and preliminary check as an initial framework for the audit
programme.
c) Prepare a preliminary report and formulate a plan to examine the problem
e) Conduct a detailed audit by applying the procedures and techniques of operational
audit
d) Prepare an audit result report and follow up the recommendations in such report
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In the operational auditing the time factor is important matter. Thus, the
government auditor:

"must be careful to utilize the limited time he has available for
particular entity's examination to evaluate and help solve the most
important problems of the entity, even when this means
completely overlooking its minor problems".(Wesberry,1977:8).

Based on the above, the operational auditing steps might be classified as follows:
1) Primary ( Survey)
This stage aims to provide sufficient information for the audit programme and plan,
identifying the components, objectives and function of the programme to be
audited. The auditor in this stage needs information about the organisational
structure, procedures and operations in order to determine responsibilities, the
nature of resources utilised, the main objectives be achieved, the communication
system applied and problematic areas in the organisation (Scantleberge:1978).
Thus, the methodology for the operational auditing involve an analysis of the
entity's acquisition, management and utilization of the resources. And the primary
information in respect of operation audit should be reviewed and analysed from
records produced by the management information systems in the entity.(Brown,
and et al, 1982:52-53).
2) Planning for auditing
This stage requires more effort and time and depends on sufficient information
system being available in the organisation to help in preparing reliable reports
( Levine, 1980). In this stage, the auditor must take into consideration all necessary
elements for operational auditing, by determining responsibilities, the purposes to
be achieved, the policy to be applied, and the procedures and their effectiveness.
The audit plan must be prepared accurately in programme form, including a list of
objectives as a guideline for the auditor in the examination process.
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3) Performing and executing the auditing
Execution of the audit plan is considered one of the most important elements of
operational auditing. This stage requires much time and effort, since it requires a
more detailed examination of government operations, aiming to optimize the
economy and efficiency of government programmes.
4) Reporting the results of auditing
This is the last stage of operational auditing The auditor prepares a report of his or
her findings, views and recommendations, indicating who is responsible for
correcting errors and solving problems.

7.4.1.2. Auditing the programme results
This type of audit concentrates on auditing and evaluating the results of
government programmes, and determining the extent of their effectiveness in
achieving the planned objectives. It requires the availability of sufficient information
about the activities, e.g., basic documents of the programme, reports and data about
the programme budget, periodical reports and discussion of programme problems
with the responsible manager ( Sidney and Baumash, 1976)
The audit of programme results is important in determining whether the pre-set
objectives have been achieved, how personnel have contributed towards achieving
those objectives and whether the objectives of operational activities are compatible
with government objectives.
The combination of financial and compliance, operational and programme results
audit constitutes a comprehensive audit in the government sector. The
recommendations and suggestions which result will lead to increased efficiency of
operations and improved performance in the government sector.
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7.5. Concepts of Government Auditing

Concepts are the main elements on which theory is built up. Based on the above
discussion of the nature and scope of government audit, the following key concepts
can be identified:
7.5.1. Comprehensiveness

To achieve its objectives, government audit must be comprehensive to include the
various economic and social areas that might be affected by execution of government
programmes and activities.
The performance audit team must identify the laws and regulation that govern the
government unit and manage its programmes and activities, as well as the budget and
the organisational structure, financial structure and reporting system ( Jadallah,1982 ).
The preliminary survey carried out by the audit team provides a comparative view
of unit operations and activities and provides the opportunity to identify the methods
applied in executing the programmes and activities. This process assists in identifying
actual or potential problems, so that recommendations can be made to solve them,
thereby improving the level of performance and increasing productivity of the
programmes and activities.
The success of the comprehensives concept depends on the existence of
comprehensive planning, and objective-setting for the government unit and conduct
of activities and programmes on the basis of a performance programme budget
approach, as well as existence of a proper government accounting and information
system that can maintain and provide the data and information required for evaluation
purposes. In addition, it needs an internal control system able to control and evaluate
the programmes and activities in the government unit.
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7.5.2. Compliance

Compliance refers to the adherence of the audited authority and personnel to the
audit procedures, practices and standards as well as the relevant laws and regulations.
Thus, the auditor determines whether the financial operations have been conducted as
they should be, whether the financial reports present a fair picture; whether rules,
regulations and instructions were followed. The auditor also considers whether the
government unit has managed its resources economically and utilised them efficiently,
clarifies the reasons for misuse, determines the extent of efficiency in the information
system and determines whether the expected results were achieved acceptably.

7.5.3. Efficiency and effectiveness

Efficiency means the achievement of maximum output for a given level of input,
or the achievement of desired output with least possible input. In other words, it is
about the best possible relation between the cost and benefit ( Cashin, 1971).
Efficiency also can be seen "in terms of the ratio of some physical measure of output
from the activity or program to the costs of that activity or program".(Cutt,1978)
Efficiency audit, when reporting on the functions and operations of the audited entity,
may highlight deficiencies such as:
a) operational objectives are inconsistent with the intent of government legislation,
decisions and ministerial aims;
b) the objectives are not clearly specified or communicated;
c) organisational structure is unsuited to the operation or function's requirements;
d) performance standards are not available or inadequate or not updated;
e) there is no any financial planning or the staff and resources are inadequate for the
operational work;
0 staff monitoring system is inadequate or lacking;
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g) there are deficiencies in the management information system, e.g. it is not timely,
accurate or comprehensive;
h) the process of performance evaluation is inadequate or not functioning
properly. (AA0,1986: 10).
Effectiveness, on the other hand, relates to the extent to which the government
unit has achieved its goals and objectives in managing programmes.
Determining and measuring efficiency and effectiveness is the main basis of
performance audit in the government sector. It is necessary to determine the final
results of any government programme by determining its inputs and outputs as
follows:
a) Inputs: the resources used in preparing and accomplishing programmes.
b) Operation: the process applied to those inputs to produce the service. It is
important to determine these operations accurately by providing information about
the need for the services or the area required for them (Steinberg and Brace,
1981).
c) Service accomplishment: includes the results related to service efforts, the
accomplishment in the short run and during operation of the programme, and in the
long run, at the end of an extended programme. It includes:
1) Output: the output represents actual services produced in the short term. It might
be visible, in terms such as number of patients, number of students graduated etc.,
or might be invisible, such as the impact of social services.
2) Results: the results represent the extent of accomplishment or achievement of
objectives and the final impact on the beneficiaries of the programmes. Assessment
of accomplishment of services compares outputs and against inputs and process,
to indicate efficiency or effectiveness.
The unavailability and the inaccuracy of data provided by the government
accounting system can create difficulty in measuring the efficiency of activities and
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programmes, while the absence of a competitive market in the government sector
removes effective indicators of the benefits from government programmes and
services.

In assessing efficiency, there are several groups of factors that might be
considered:
a) The first group is linked to the extent to which the personnel in the unit or
programme have the competences and experience needed to perform their tasks
and the extent to which they can develop their talents.
b) The second group is related to the organisational structure and the extent of
flexibility in the structure.
C)

The third group relates to the methods applied in the organisation to achieve its
objectives, which can lead to productivity and efficiency ( Quinn and Ronrough,
1981).

There are several measures of efficiency, productivity and effectiveness which can
be used to evaluate performance of government programmes.
(1) Efficiency and productivity measurement
This measure involves determining the relationship between the quantity of
resources used ( inputs) and quantity of unit produced ( outputs ) in order to
determine the degree of efficiency and economy in utilising the resources. The
efficiency measure is expressed by the percentage of input to output and indicates
the cost of the produced unit. The productivity measure is expressed by the
percentage of output to input.
(2) The ratio of actual cost to standard cost.
This measure depends on the determination of standard measures as a yardstick
of the time, cost etc., necessary to produce a certain quantity of output.
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For instance, the audit commission in Philippines relied on a time and motion
study to establish a standard time against which to measure the agency's performance,
where the operation process is considered routine and mechanical and relies more on
dexterity than judgement, such as processing of passports (INCOSAI 1986:8-10). The
auditor first determines the number of personnel required to handle the actual volume
of transactions on the basis of.

a) actual duties and responsibilities per employee per organisational unit;
b) the accomplishment report of each unit: personnel should be interviewed and
volume of transaction work undertaken should be observed and records verified to
determine:
a) all day-to-day office transactions per organisational unit
b) frequency of each transaction
c) average length of time to finish one unit of each transaction, to arrive at total man
hours ( minutes) required to finish each transaction, as well as per month, as
follows:
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Transactions

Frequency

Average Length

Total time required

of time to finish

per month

one unit per month
A

XXX daily

X minutes

X per month

X minutes

X per week

X

hour

)0(X minutes
XX minutes
-XX minutes

XXX Total minutes

To get the number of personnel needed, the following formula may be used.
Number of personnel = No. of man-hours / minutes required to finish all
all transactions /month

Std. manhour/minutes of work/person/month

Where, Standard(Std) man-hours/minutes of work/person/month
= X working hours /day * X working days * 60 minutes per hour
= minutes/ person/month

Total time - standard duration
required

= No. of personnel - actual

of work/person/month

= shortage or excess
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needed

(3) Measurements of utilisation of resources
Measurements of utilisation of resources are important in the government sector as
indicator of efficiency and economy (Hartly,1980:317). These measurements
involve determining productivity of various government activities in order to
determine the degree of benefit from each unit of resources ( task, personnel.
equipment, building...), whether the desired productivity has been achieved or not,
and whether it is possible to use less time and / or less cost to produce the same
output.
(4) Productivity indicators
The productivity indicator shows the performance measurements for a few specific
years in comparative form, presenting the changes in trend from one year to
another. The productivity indicator might be compiled for various government
activities in a comprehensive manual that can be used as a basis for measurement
for the future. The indicator can also be compared with indicators in the private
sector ( Campbell, 1979).
(5) Effectiveness measurements
Effectiveness measurements are linked to the final results of a given programme,
and involve determining the relationship of those results to the general objectives
expected from the programmes. They indicate the impact of accomplishment of a
certain service and the extent of its ability to meet citizens' needs, for which they
require specific data. In addition to achievement of general objectives, the
measurements must include an evaluation of the quality of services provided
(Harty, 1980).
When this measurement is applied, it is necessary to take into consideration the
nature of the government unit and the environment in which it operates, as
environments differ.
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In the researcher's view, the combination of these measurements will assist in
performance evaluation and will lead to important results which contribute in
assessing the future benefit of government programmes and improving their
productivity.

7.6. Government Auditing Standards
The term standard means: "a definite level of excellence or a definite degree of
any quality viewed as a prescribed object of endeavour or as the measure of what is
adequate for some purpose" (Khan,1989:14). Audit Standards aim to determine the
way that the audit process is conducted and are the measure of professional
performance of audit practice. They determine the nature and scope of the
information that can be gathered by using methods and techniques of audit. They are
regarded as a model to be applied to give an assurance to the users of the audit as to
the quality of the auditor's work and to determine the responsibilities of the auditor.
Although auditing is an old profession, a formal concept of Generally Accepted
Auditing Standards evolved only about half a century ago (Khan: 1989). In the
government sector, auditing standards emerged recently, when the Comptroller
General of the United States issued Standards for Audit of Governmental
Organisations Programs, Activities and Functions. In 1988 this book was rewritten
under the title" Government Auditing Standards".
The importance of accounting and auditing standards as a factor in establishing
and maintaining a government audit activity was discussed at XII INCOSAI in Sydney
in April 1986. Paragraphs 53-54 of the General Statement endorsed by delegates at
that conference concluded:

53. "INTOSAI has an active and fundamental role at the
international level in developing public sector standards to
facilitate the establishment of a body of professional knowledge on
which SAIs can draw. An effective program for maintaining or
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raising the quality of audit work is dependent on the existence of
accounting and auditing standards suitably designed for public
sector financial administration. It is also dependent on the
willingness and support of governments and legislatures to
promote and enforce those standards.
- 54. "SAIs have a vital role to play in public sector standards
setting process. SAIs also have the responsibility to maintain
appropriate audit standards, practices and techniques to ensure
the quality of audit performance (XII INCOSAI, 1986)".

XII INCOSAI also expressed views on important issues of auditing standards,
emphasised in paragraphs 63 and 64 of the General Statement:
"It is the primary responsibility of the SAIs to develop and apply
auditing standards and procedures which they judge as
appropriate to their mandate. In some countries private sector
audit standards can be largely used for the development of generic
standards which could have significant value to many member
institutions without being mandatory in nature.
-The following areas require a broader approach or different
reporting emphasis in relation to private sector standards:
(a)regularity auditing where there is a need to report on:
- inadequate control systems
- waste of public funds
- illegal acts
- fraud
(b)performance auditing; and
(c)expanded reporting cycle and disclosure standards in respect of
both regularity and performance auditing to recognize legitimate
user needs.
SAI should promote the development of auditing standards and
where appropriate participate in the activities of the accounting
bodies and research in their respective countries" (XII INCOSAI,
1986).

In 1987, The International Organisation of Supreme Audit Institutions
(INTOSAI) developed standards for government auditing, deduced from the Lima
and Tokyo Declarations, to provide a framework for the establishment of procedures
and practices to be followed in the conduct of an audit in the government sector.
The interest of the United Nations Department of Technical Co-operation for
Development in Auditing Standards in government auditing emphasises the
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importance of such standards. A Report of the Expert Group Meeting in Public
Accounting and Auditing in Development Countries in Vienna, (October,1985) also
highlighted their importance.
The role of government has increased considerably in all countries. Viewed in
terms of gross national product, the share of the public sector is indeed high in
developing countries. The increasing size and complexity of government transactions
enhances the importance of audit and places a special responsibility on audit
institutions to maintain and improve the quality and coverage of audit and to gain
general acceptance and recognition for the manner in which audit is conducted The
extent and quality of audit makes a significant contribution to enhancing
accountability, efficiency and effectiveness in the public sector.
The importance of formulating and adopting audit standards stems from these
considerations, since audit standards represent broad but basic principles and
conditions relating to the professional and personal conduct expected of auditors, to
planning and performing audit, and reporting on audit results. They are impacted by
the legal, political and administrative environment. Audit standards help assure the
quality and consistency of audit and help to project the credibility of audit institutions
to the legislatures, to the executive branch of governments, to the public and to the
international lending agencies.
Among other things, audit standards serve to improve and maintain the existing
quality of audit. The on-going work and continuing responsibilities of the Supreme
Audit Institution (SAI) need to be guided by sound principles and hence the
usefulness and the relevance of audit standards remains unquestioned (U.N,1985:7-9).
The American Institute of Certified Public Accountants (AICPA) has issued audit
standards relating to the business sector, entitled " Generally Accepted Auditing
Standards", and consisting of three parts:
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A) General Standards
1) The examination is to be performed by a person or persons having adequate
technical training and proficiency as an auditor.
2) In all matters relating to the assignment, an independence in mental attitude is to be
maintained by the auditor or auditors.
3) Due professional care is to be exercised in the performance of the examination and
the preparation of the report.
B) Standards of Field Work
4- The work is to be adequately planned, and assistants, if any, are to be properly
supervised.
5- There is to be a proper study and evaluation of the existing internal controls as a
basis for reliance thereon and for the determination of the resultant extent of the
tests to which auditing procedures are to be restricted.
6- Sufficient competent evidential matter is to be obtained through inspection,
observation, inquiries, and confirmation to afford a reasonable basis for an opinion
regarding the financial statements under examination.
C) Standards of reporting
7- The report shall state whether the financial statements are presented in accordance
with generally accepted accounting principles.
8- The report shall state whether such principles have been consistently observed in
the current period in relation to the preceding period
9- Informative disclosures in the financial statements are to be regarded as reasonably
adequate unless otherwise stated in the report.
10-The report shall either contain an expression of opinion regarding the financial
statements, taken as a whole, or an assertion to the effect that an opinion cannot be
expressed. When an overall opinion can not expressed, the reasons therefor should
be stated. In all cases where an auditor's name is associated with financial
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statements, the report should contain a clear cut indication of the character of the
auditor's examination, if any, and the degree of responsibility he is taking ( Taylor
and Glezen, 1985:16-18).

The GAO's Government Auditing Standards state the following additional
standards for government auditing:
1- Audit organisations conducting government audits should have an appropriate
internal quality control system in place and participate in an external quality control
review programme (P.3-17)
2- Planning should include consideration of the audit requirements of all levels of
government (P.4-1)
3- A test should be made of compliance with applicable laws and regulations.(P. 4-2)
4- The auditor should design audit steps and procedures to provide reasonable
assurance of detecting errors, irregularities, and illegal acts that could have a direct
and material effect on the financial statement amounts or the results of financial
related audits.

The auditor should also be aware of the possibility of illegal acts that could have
an indirect and material effect on the financial statements or results of financial related
audits. (P.4-4).

7.6.1. Performance audit standards

Since performance auditing is a recent addition to the traditional scope of
government auditing and with regard to its special nature, it can be said that the
traditional financial audit standards can not be wholly applied in the case of
performance audit. However, to some extent, some of these standards can be applied,
particularly the general standards.
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The Comptroller General of the United States and the International Organisation
of Supreme Audit Institutions worked thoroughly to establish government auditing
standards applicable to the government entities. Based on the set of standards
produced by those organisations, the framework for performance auditing standards
should include:
a) Fieldwork standards:
The INTOSAI explained the aim of fieldwork standards by stating:
"The purpose of fieldwork standards is to establish the criteria or
overall framework, for the purposeful, systematic and balanced
steps or actions that the auditor has to follow. These steps and
actions represent the rules of research that the auditor, as a seeker
of audit evidence, implements to achieve a specific result".
The INTOSAI added that
"the field standards establish the framework for conducting and
managing audit work. They are related to the general auditing
standards, which set out the basic requirements for undertaking
the tasks covered by the field standards, Nvhich CON'ef t.be
communication aspect of auditing, as the results from carrying out
the field standards constitute the main source for the contents of
the opinion or report" (INTOSAI, 1989:33).

The standards for fieldwork include:
1) Audit Planning
According to GAO the planning standard require the auditor and audit
organisation, to plan audit work thoroughly, by defining objectives in a manner that
can establish a balance between various audit tasks, audit scope, time and staff
requirements to ensure that audit work and assignments are performed in an
effective manner, with efficient use of audit resources ( GAO, 1988:6-1). Thus
planning for performance audit is important because it requires determination of
methodology and procedures to achieve the audit objectives. In planning for
performance audit, the auditor should:
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a) identify important aspects of the environment in which the audited entity operates;
b) develop an understanding of the accountability relationships;
c) consider the form, content and users of audit opinions, conclusion or reports;
d) specify the audit objectives and the tests necessary to meet them;
e) identify key management systems and control and carry out preliminary assessment
to identify both their strengths and weakness;
determine the materiality of matters to be considered;
g) review the internal audit of audited entity and its work programme,
h) assess the extent of reliance that might be placed on other auditors, for example,
internal audit;
I) determine the most efficient and effective audit approach;
j) provide for review to determine whether appropriate action has been taken on
previously reported audit findings and recommendations; and
k) provide for appropriate documentation of the audit plan and for the proposed field
work" ( INTOSAI:35-36). Furthermore the INTOSAI added that the planning
steps should cover the following aspects:
a) collect information about the audit entity and its organisation in order to assess risk
and to determine materiality,
b) define the objective and scope of the audit;
c) undertake preliminary analysis to determine the approach to be adopted and the
nature and extent of enquires to be made later,
d) highlight special problems foreseen when planning the audit;
e) prepare a budget and a schedule for the audit;
0 identify staff requirements and a team for the audit; and
g) familiarise the audited entity with the scope, objectives and assessment criteria of
the audit and discuss with them as necessary (INTOSAI:35)
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GAO emphasised that adequate planning for performance audit should include
consideration of
a) audit objectives, scope, and methodology;
b) criteria for assessing performance (where applicable),
c) co-ordination with other government auditors, when appropriate, including work
already conducted and other work that may be intended;
d) skills and knowledge of personnel to staff the assignments and the use of
consultants, experts, and specialists;
e) compliance with laws and regulations and potential abuse and illegal acts;
0 assessment of internal control (GAO:6-2).
2) Supervision of audit work and review:
The standard requires that the work of audit staff should be properly guided and
supervised during all phases of the audit task, to ensure the fulfilment of audit
objectives and maintain the quality of audit work. In this respect the INTOSAI
explained that supervision in audit work involves ensuring that:
a) the members of the audit team have a clear and consistent understanding of the
audit plan;
b) the audit is carried out in accordance with the auditing standards and practices of
the SAT;
c) the audit plan and action steps specified in that plan are followed unless a variation
is authorised;
d) working papers contain evidence adequately supporting all conclusions,
recommendations and opinions;
e) the auditor achieves the stated audit objectives;
0 the audit report includes the audit conclusions recommendations and opinions, as
appropriate (INTO SAI: 3 6).
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Thus, the supervisors of audit work should satisfy themselves that the staff clearly
understand their work before commencing it. The staff should receive a clear
explanation before starting the work, not only of the type of work they are going to
carry out but also of the reason the work is being conducted and what it is intended to
accomplish. In this case, the supervisor may outline the scope of audit to be carried
out in general form and leave the details to the audit team.(GA0:6-8).
3) Study and evaluation of internal control
This standard is concerned that the operation of audited entities is conducted in an
economic, efficient and effective manner. The assessment of internal control varies
according to the aims and the objectives of audit being carried out, in terms of:
a) Economy and efficiency audits:
The auditors may assess those policies, procedures, practices, and controls
applicable to the programmes, functions, and activities, under audit to the extent
necessary, as determined by the audit objectives.
b) Programme audits:
The auditors may assess those policies, procedures, and controls which specifically
bear on attainment of goals and objectives specified by the law or regulations for
the organisation, program, activity, or function under audit to the extent necessary,
as determined by the audit objectives (GA0:6-15).
Thus, the evaluation of internal control as listed by GAO,(1987:9) include the
following four basic steps:
"I. Identifying control objectives( policies) that management has
designed to ensure that an observed adverse condition/negative
effect does not occur.
2. Identifying key internal control techniques(procedures) that
management has established to achieve the above objectives.
3. Testing operating procedures to determine their effectiveness in
preventing the observed adverse condition/negative effect from
occurring.
4. Identifying any needed adjustments to management's existing
objectives or techniques".
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4) Audit evidence
GAO, explaining the evidence standard, stated that

"Sufficient, competent, and relevant evidence is to be obtained to
afford a reasonable basis for the auditor's judgements and
conclusions regarding the organization, program, activity, or
function under audit. A record of the auditors' work is to be
retained in the form of working papers. Working papers may
include tapes, films, discs" (GA0:6-16).
Thus the INTOSAI emphasised the importance of adequate documentation of
audit evidence to:

"a)confirm and support the auditor's opinions' and reports;
b) increase the efficiency and effectiveness of the audit;
c) serve as a source of information for preparing reports or
answering any enquires from the audited entity or from any
other party;
d) serve as evidence of the auditor's compliance with
auditing standards;
e) facilitate planning and supervision;
I) help the auditor's professional development;
g) help to ensure that delegated work has been satisfactorily
performed; and
h) provide evidence of work done for future reference"
(INTOSAI:38).

Thus the audit findings must be based on evidence, and the auditor should collect
evidence from several sources. These sources are classified as follows:

"a)Physical evidence is obtained by direct inspection or
observation of (1)activities of people,(2) property, or (3) events.
Such evidence may be documented in the form of memoranda
summarising the matters inspected or observed, photographs,
charts, maps, or actual samples.
b) Documentary evidence consists of created information such as
letters, contracts, accounting records, invoices, and management
information on performance.
c) Testimonial evidence is obtained from others through
statements received in response to inquires or through interviews.
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d)Analytical evidence includes computations, comparisons,
reasoning, and separation of information into components
"(GA0:6.16-17).

5 Reporting standard for performance auditing:
The performance audit report should include the objectives and the scope of audit
and means for achieving the objectives, to make the users understand the purpose
of the audit being conducted and enable them to judge the audit work and the
reported result of the audit. According to the GAO's Performance standards, the
performance audit report involves three aspects: the form of the report, its timing,
and report contents..
a) Form: Written audit reports are to be prepared communicating the results of each
government audit.
b) Timeliness: Reports are to be issued promptly so as to make the information
available for timely use by management and legislative officials, and other
interested parties.
c) Report contents:
L Objectives, scope, and methodology: The report should include a statement of the
audit objectives and description of the audit scope and methodology.
2. Audit findings and conclusions: the report should include a full discussion of the
audit findings, and where applicable, the auditor's conclusions,
3. Causes and recommendations: The report should include the cause of problem
areas noted in the audit, and recommendation for actions to correct the problem
areas and to improve operations, when called for by the audit objectives.
4. ,Statement on Auditing Standards: The report should include a statement that the
audit was made in accordance with generally accepted government auditing
standards and disclose when applicable standards were not followed.
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5. Internal control: The report should identify the significant internal controls that
were assessed, the scope of the auditor's assessment work, and any significant
weaknesses found during the audit.
6. Compliance with laws and regulations: The report should include all significant
instances of non-compliance and abuse and all indications or instances of illegal
acts that could result in criminal prosecution that were found during or in
connection with the audit.
7. Views of responsible officials: The report should include the pertinent views of
responsible officials of the organisation, programme, activity, or function audited
concerning the auditor's finding, conclusions, and recommendations, and what
corrective action is planned.
8. Noteworthy accomplishments: The report should include a description of any
significant noteworthy accomplishments, particularly when management
improvements in one area may be applicable elsewhere.
9. Issues needing further study: The report should include a listing of any significant
issues needing further study and recommendation.
10.Privileged and confidential information: The report should include a statement
about any pertinent information that was omitted because it is deemed privileged or
confidential. The nature of such information should be described, and the basis
under which it is withheld should be stated.
d) Report presentation:
The report should be complete, accurate, objective, and convincing, and be as clear
and concise as subject matter permits.
e) Report distribution:
Written reports are to be submitted by the audit organisation to the appropriate
officials of the organisation audited, and to the appropriate officials of the
organisations requiring or arranging for the audits, including external funding
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organisations. Unless legal restriction, ethical considerations, or other
arrangements prevent it, copies of the reports should be sent to other officials who
may be responsible for taking action on audit findings and recommendations and to
others authorised to receive such reports. Unless restricted by law or regulation.
copies should be made available for public inspection (GAO:A-6).
The view of the researcher in respect of performance audit standards is that the
audit standards constitute the criterion or yardstick against which the quality of the
audit results are evaluated. These standards should be viewed in relation to the
particular constitutional, legal and other circumstances of the state audit institution.

7.7. Performance Audit Approach
The purpose of the performance audit approach is to assist the State Auditor or
SAT in conceptualising and comprehending the programme evaluation process The
approach basically includes first, the financial dimension of auditing and second, the
performance dimension of auditing:
1) Financial dimension
A) Financial and Compliance Audit
The focus of financial and compliance audit traditionally has been on examining the
financial transactions, records, documents and reports of public units, but has
increased to include auditing the accounting system of the concerned entity and
reviewing its financial statements. Thus, the concern of compliance audit is
basically to determine the extent to which the government administrative entity has
complied with the applicable laws, regulations and policies. The compliance audit
is part of the extended function of government financial audit, in which the auditor
gives not only his opinion about the fair presentation and disclosure of financial
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statements, but also determines the degree to which the government entity adhered
to legislative requirements or other criteria and standards set by the entity.

The conduct of financial audit takes the following phases:
Phase I: Preparation for the financial audit
The first auditing standard of field work requires that the audit work should be
planned adequately. The planning stage for the financial audit would be organised and
conducted in the audit organisation, here referred to as the SM.
Phase 2: Identify the permanent documents and files
This step requires the auditor to review the auditee's permanent documents and
files, which are kept in the SAT. These documents and files contain reports and
information regarding the auditee under concern: e.g. organisational chart, structure,
pertinent financial and administrative laws and other important information. If a
previous audit has been conducted, the auditor will consider recent audit reports. If no
previous audit has been performed on the auditee, the auditor compiles the necessary
information by visiting the auditee and undertaking
a preliminary survey.
Phase 3: Preparing the preliminary audit programme
The auditor can now go on to prepare the preliminary audit programme. This
stage would require the auditor to gather the necessary information about the
auditee's internal control system, by preparing a set of questions to inquire about the
financial area. These questions are answered by the auditor himself The main
objective of this inquiry is to cover the main areas of the internal control system but

211

ignore any aspects that the auditor considers do not need further investigation. In
view of the similarity and repetitive nature of financial statements prepared in
accordance with generally accepted accounting principles, and since most internal
control questions may not be applicable to a specific unit, these inquiries should be
formulated with great care, to suit the inquiry needs of the specific entity.

For the SAT to overcome any difficulty in evaluating internal control, it is
desirable to prepare an audit programme for a single group of government units, e.g.,
schools, hospitals,.. .etc., and another audit programme for large entities such as
government ministries.

The preparation stage requires the auditor to visit the auditee and hold interviews
with relevant personnel, to obtain a general view and to decide whether the internal
control questions need more inquiry and modifications. Then, if all issues have been
identified, the auditor can complete the evaluation of the internal control system and
determine the extent to which a more detailed examination is needed.

Phase 4: Conducting the field work auditing
In the field work, the auditor gathers evidence to formulate his professional
opinion about the auditee's financial statements and arrive at personal conclusions
about the audit findings. The auditor must exercise due care in all auditing
procedures.
The auditor has to maintain good communication with the auditee's personnel,
regarding his evaluation and inform them of any problems he might face, and
corrective action if it is necessary. Also, if there are any other matters that can be
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discussed with those personnel and cleared up, the auditor should not hesitate to
communicate as soon as they are found, thereby giving the auditee the chance to solve
problems prior to completion of the fieldwork.

Performance Audit Dimension:
The researcher depends on several bases from which to outline the performance
audit approach. The main bases are the government auditing standards published by
the GAO, the comprehensive approaches for planning and conducting a Programme
Result Review, published by the GAO, INTOSAI Auditing Standards, and the
Handbook on Government Auditing In Developing Countries published by the United
Nations. The outline given here is sufficiently general to be applicable to any scope of
audit; the intention is not to provide a universally applicable performance auditing
programme, but rather to indicate the approach by which audit activities should be
carried out and understanding of the relevant process and their relationship to each
other.
The government auditing organisation must recognise the need to plan adequately
for performance auditing, before starting to carry out the audit assignments. The
GAO Standards for the Audit of Government Organisations, Programmes, Activities,
and Functions contains several examination and evaluation standards for government
performance audits. The first of these standards is: Work is to be adequately planned.
Such planning should include:
"....defining the audit objectives and planning how they can be
attained while establishing a balance between audit scope, time
frames, and staff-days to be spent to ensure optimum use of audit
resources. The details of the plan for the audit should be included
in the audit program".
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Thus, the standard mandates a written work plan which is to contain:
a) a systematic order of audit procedures which can be conveyed to the assigned
member of the audit staff;
b) a system for allocating assignments to supervisors;
c) the basis for work to be accomplished.
Staff assigned to audit work should be qualified in terms of education, experience
and training.
In addition, the standard requires that sufficient staff be assigned and that
whenever the work requires the involvement of consultants, they should be appointed
to help the audit work to be carried out adequately. AGA(1993) in a recent report
indicated the importance of technical knowledge in the field of economic and social
science when they stated:
"Unlike financial auditing, performance auditing is not the
domain of a single profession or discipline; it is an activity that
draws on the tools and skills of many disciplines (particularly,
economics and social sciences). Moreover, performance auditing
often requires the use of advanced research methods, particularly
when auditors attempt to assess and document the costeffectiveness and impact of government
programs." (AGA,1993: 17)

The process for performance audit is as follows:
1. Planning for the performance audit
a) Determination of audit objectives and scope:
This step requires the auditor to make an independent assessment of the objective
of the audit, and determine any delineation or expansion in the audit scope. For
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instance, before starting the audit work, the auditor should have a clear
understanding of what type of audit he is required to undertake and methodologies
should be used in designing, collecting, analysing and reporting data for purpose of
performance audit evaluation. And whether in-depth case study evaluation for
single segment or more of programme used or other means of review have been
applied.(GA0,1987).
b) Selection of programme for audit:
This process involves selection of a specific programme for review. In order to
achieve this objective, audit organisations throughout the world follow various
approaches. One is to prepare a list of programmes arranged in order of
significance. The list is examined at the time of preparing the annual audit
programme, and modified according to changes in circumstances and environment,
and availability of new information. A second approach is to set a strategic plan for
more than a year (perhaps 3-5 years) and include in the plan all major programmes
to be reviewed during the specified period. Another approach is to investigate the
results of statutory audit, to pinpoint areas which need more detailed examination
and investigation.( Khan, 1988:6-7). In selecting the programme for performance
auditing, Khan (1988:7-8) notes that certain factors should be taken into
consideration:
1)Significance: the project selected should be significant in any or
all of the following aspects:
a)money value
b)visibility
c)sensitivity of the subject for social or economic life.
2)Potential Risk: Projects which have a potential risk of fraud,
misuse of resources and financial error are given priority. This is
usually based on the complexity of the operation or the extent of
decentralisation or scattered nature of the project.
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3)Audit Resources: The project selected should match the
available resources in the audit office. The resources include:
a)methodology
b)trained manpower
c)budget allocation
4)Audit cycle: One of the bases for selecting a subject for audit is
to complete or re-start the audit cycle.
5)Operational problems: If the development project is to face
operational problems during implementation or after completion,
it becomes a candidate for selection for audit.
6)Pilot Project: Sometimes, pilot projects are selected for
performance audit. These projects, if successful, are expected to
lead to major expansion that would duplicate the pattern of these
projects. A performance audit of these projects may lead to
substantial savings at an early stage.
7)Major Change: Sometimes, projects are selected for
performance audit because a major change, extension or
termination is expected in the near future (Khan 1988:7-8).

2. Preliminary Survey:
After the selected programme or project is determined, the auditor performs a
preliminary survey of the selected area. The preliminary survey is defined as:

"a fast educational process, the objective of which is to draw the
auditor's attention to the most important matters on which to
focus audit effort."(llefferon,1980:7).

The purpose is to gain general background information about the programme
which will help the auditor to plan his auditing work efficiently. Also, it provides the
auditor with an understanding of the programme or any problems related to its
operation. The information obtained in this stage is used to establish a permanent file
for the concerned entity and the programme under investigation. Buttery and
Simson(1989:8) indicated the information the performance auditor requires for proper
judgement in terms of planning and choosing the audit examination. The auditor must
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"1. Have a satisfactory understanding of relevant laws,
recommendations made by professional accounting bodies and
internal financial regulations;
2. Know the aims of the organisation under audit, the way in
which it is structured, its system of internal control, and what
management information is provided;
3. Be aware particularly of unit costs and other measures
produced both internally or externally, which would enable him to
form a view as to the level of performance in the organisation"

In this respect the United Nations(1977:39) listed the areas that should be
covered by the auditor:
a) Applicable legislation and regulations;
b) Brief history, background and purposes of the entity and its activities;
c) Nature of investment and location of assets dedicated to the activities of the entity;
d) General objectives and policies established to guide the execution of activities;
e) General description of operating methods and standards employed in measuring or
evaluating operations;
0 Description of existing significant problems;
g) Copies of internal reports, especially internal audit reports.
h) Information as to organisation and functions, especially division of duties and
responsibilities, principal delegations of authority, nature, size and location of
decentralised segments, regional offices etc., and number of employees by
organisational segment and location. Furthermore, the performance auditor should
gather such information about the organisational structure of the auditee to see
whether it provides for economic, efficiency and effectiveness achievement of
departmental goals and objectives.(Arif,1989:9).
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3. Determining programme objectives

From an early stage, the auditor should try to determine what are the main
operations and outputs of the programme under investigation. This will help to
identify the responsible personnel. In this stage, the auditor tries to understand the
objective and goals of the programme and the hierarchy on which programme
objectives been organised. Thus the auditor's main concern at this stage is to
determine whether the objectives of the programme are measurable. His job is
difficult in the absence of measurable objectives. When the programme or project
objectives are stated in broad general terms such as 'to help promote domestic
trade', 'to develop agriculture', 'to promote literacy' etc., these objectives can be
acceptable so far as broad policy statements are concerned, but are not of much
use for measuring performance of the auchtee (Khan,J988:J4). Forthernwie, it is
important that:

"the auditor should review how the program focused on real
beneficiaries as opposed to nominal beneficiaries. In many
programs, developers, investors and other entrepreneurs are
involved in delivering them. If the potential program response is
not mapped out and objectives are poorly focused, the net
anticipated benefits to real beneficiaries will not be
known"(Elkin,1989:9).

4. Data collection

This phase deals with collection of factual data on the inputs and outputs of the
concerned programme. Thus the auditors "have to undertake parallel efforts, one
dirpcted toward assembling and summarizing data from existing sources and the
pther toward collecting original data"(Brown,1982:205).
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The validity and reliability of data should be ascertained. Procedures for doing
this include:
a) Confirming computer-processed data with independent sources, such as third
parties, and knowledgeable internal sources, such as regular users of the data, and
suppliers of data.
b) Comparing the data with source documents, or physical counts and inspections.
c) Reviewing agency test procedures and results, and processing test transactions
through application (GA0:6-21).
Process (4-1) Collecting data on output produced
The auditor should collect data and facts on the output of the programme. In this
process, his concern is to determine what the programme has produced. The output of
the programme might be number of students graduated, number of patients, units of
housing built, kilowatts of electricity generated, etc. In collecting output data, the
auditor may apply the following methods:
1- Physical evidence: Evidence can be obtained by direct observation and
photographs.
a. Observation: Through his observation, including physical inspection, physical
viewing of operations, activities, assets and documents, the auditor can obtain
valuable information on programme outputs.
b. Photographing: The auditor may obtain substantial evidence through photographs
of programmes and sites visited.
2. Documentary evidence: The auditor can obtain such evidence about the programme
from the ministry or programme manager. In the U.A.E, the Ministries of
Planning, Finance and Industry may be regarded as major sources of information
for programmes and projects.
3 Testimonial evidence: The auditor may obtain such information through:
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a. Interviews: The auditor obtains information by interviewing the key personnel
responsible for managing, directing and supervising the programme; he can also
obtain information from programme clients.
b. Questionnaires: The auditor prepares questionnaires to obtain information from
programme beneficiaries as to their views or attitudes towards programmes
provided for them. Prior to using questionnaires to gather data and information,
the auditor should consider
"whether the nature of the concern lends itself to questionnaire
analysis;
whether information obtained through supporting interviews will
assist in interpreting questionnaire results;
the feasibility of gathering sufficient reliable data through other
means;
the degree to which senior management in the entity supports the
use of questionnaire;
the possibility of raising employee expectations through using a
questionnaire; and
the availability of resources with expertise in designing,
administering and analysing questionnaires".( CCAF,1985:21).

A good questionnaire is not suggestive and does not pre-empt the respondents
from providing genuine answers.
c. Use of expert studies. Sometimes, studies are conducted by expert groups on
various issues and subjects related to the programme. The auditor makes use of
these studies.
d. Use of consultants. The auditor may seek help from consultants for certain areas,
particularly those which require technical knowledge.
c. Use of departmental manual. Departmental manuals can usually be used as valuable
sources of information, since they includes rules, regulations and procedures,
which auditors may adopt as a basis for their criteria.
f. Use of research. Information and data can be collected about the environment in
which the programme operates and data collected on similar programmes in other
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locations. The cost of this method is quite high and it requires certain knowledge
and skills in sociology, psychology, economics, statistics and computers (Khan,
1990: 3-6).
Process (4-2). Effectiveness measures and criteria
The measurement of programme effectiveness requires the auditor to compare
the output of the programme under review with the predetermined objectives of the
programme, and assess whether the programme was developed at the right pace, and
whether the programme results were achieved on time and within the budget
allocation.(Bourn,1989). The CCAF indicated the importance of measurement of
programme effectiveness, emphasising that:
"the concern is with the nature and quality of the measurements
and with the quality and appropriateness of the reports based on
the programme's effectiveness measure".(CCAF,1986:3).

Process (4-3) Identification of effectiveness measures
The auditor gathers information about the measure applied by the management
and compares each objectives of the programme to its corresponding measure of
effectiveness.
Process (4-4) Studying the validity and reliability of measurement
This process requires the auditor to study and assess the measurement criteria in
terms of objectivity, validity and reliability. If the measurement criteria are not
quantified, the auditor should ask the management to prepare performance indicators
and then establish quantification or measurement criteria. Basically, it is the
responsibility of the management to develop measurement criteria. However, if the
management does not have a reliable mechanism to measure its own effectiveness, the
auditor has to generate his own criteria. The auditor should move cautiously in
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developing performance indicators and should seek the assistance of any national or
international standards and measurements which exist. The auditor can rely on a
number of sources to develop effectiveness measures, as follows:
a) Citizen surveys: Such surveys are mostly used in areas of social services, to gain
reliable results, the auditor should use extreme care in determining the sample size
and preparing questionnaires

The importance of identifying the view of citizens in the survey was indicated by
Glynn when he stated:
"One of the problems faced by the government service
departments and agencies is their inability to get a balanced and
comprehensive view of their clients' attitudes to the services they
provide." (Glynn,1985:72).
b) Industry standard: The auditor compares the results of a programme under review
with standards prevalent in other similar programmes.
c) Internal records: By examination of internal records, such as patient records, users'
complaints, etc., the auditor can obtain valuable information for developing
effective measurements.

5. Determining productivity of programme
Reaching this step, the auditor should be in a position to determine programme
effectiveness. Thus,
"the primary concern of the auditor should be to determine
whether the project (programme)has produced the planned out
come at the expected cost. If information in this area is available
and the auditors are satisfied with the results of the project
(programme) then further examination will not be cost effective if the auditors find that the project (programme)has
not achieved its objectives, then they should look at other areas"
(Khan 1988:17-18).
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This leads to:
a) investigation of areas which directly contributed to the cost effectiveness of the
programme. For instance,
"if data on the cost-effectiveness of a training programme are not
available then the auditors might like to examine such matters as
qualification of instructors, the utilisation of instructors' time and
the utilisation of laboratory equipment(Khan1988:18).
b) investigation of the control mechanism of high risk programmes, for instance,
"failure of a power house or failure of an aeroplane in the air or
failure of a signalling system of the railways. In projects which
involve such functions, even though there is no indication of an
immediate failure, the auditors must extend their examination to
the review of such controls. If deficiencies are found then the
auditors would see if the management has a mechanism to take
corrective action promptly" (Khan 1988:18).

6. Reporting

After execution of the previous phases, the auditor is ready to prepare his reports
and send his results to the concerned authorities and the legislature. In this respect:

"Reporting could have two significant benefits: First, it could lead
to better public understanding of the purpose of large government
budget; second, better reporting could contribute to better
management in government".(W000dley,1983:8).

The audit report is considered as an important source of information available for
decision makers in government units, government and legislature and for interested
public groups at large. The auditor's work helps to distribute information on ways of
solving problems among government agencies that are audited.(Berggren,1980:6).
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When the auditors use their judgement to analyse the deficiencies of specific
programmes, their reports should identify the causes which are likely or probable,
rather than simply stating that the cause can be attributed to certain factors. For
example
"auditors may conclude that the lack of certain control techniques
was a primary cause of waste in the use of training resources. In
making that judgement, auditors rely on experience and
knowledge of experts in training that indicate that the lack of such
techniques is a probable (but not certain) cause of the
deficiency.(Pin,1989:6).

Process (6-1) Draft report
The Draft report is a preliminary report prepared by the auditor and sent to the
agency when the auditor has made his assessment of the programme and reached a
conclusion as to programme's state . In this report, the auditor informs the agency
manager of the findings, conclusion and recommendations regarding the programme.
The agency should respond to the report within a specified time, and inform the
auditor of any action necessary to be taken, and its remarks or views about the audit
findin g s. Once all comments have been received, the auditor should evaluate those
comments and decide whether to make changes to the audit report or to include the
comments in the final report as appendices or footnotes (Brown,1982:208).

Process (6-2) Final report
The final report should be prepared and sent to the National Federal Council, the
legislative body in the country and other authoritative bodies responsible for the
programmes.
The report should be simple in the language used and its structure should be as
follows:
a) Brief summary of audit findings
b) The scope and objective of the audit
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c) Management achievement identified during the audit.
d) Management problems revealed by the audit;
e) Factual data and information about the problem;
0 The significance of the problem;
g) Causes of the problem;
I) Comments and views of management regarding the audit findings;
k) Any supplementary data and information.
1) Suggestions and recommendations to solve the problem.
m) Summary and conclusions ( see, U.N,1988:47 and AGA,1993:18).

In this respect the CCAF (1982:21) indicated that

"the importance of the quality of the writing should not be
underestimated. Good report, writing ensures that findings and
recommendations are communicated accurately and effectively.
Poorly written reports will reduce the credibility of the review
team and therefore reduce the likelihood that the
recommendations wilt be taken seriously".

The CCAF added that the review staff of the entity should consider the reports as.
"- dealing with significant matters
- identifying opportunities for them to improve their operations
rather than chastising them for their past mistakes, and
- providing them with positive feedback on areas in which
processes are operating well." (CCAF,1982:21).

7. Follow-up
The auditor in this process aims to direct the attention of management to their
performance and make recommendations for proper actions whenever necessary.
The auditor should receive, after a specific time, confirmation from the
management of action that has been taken in response to his recommendations.
However, if the management has not taken any action after the time specified, the
auditor should report to the responsible authority and to the higher level in the
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Legislative body in the country. In this respect, Dewar (1988)argued that even though
such follow-up arrangements lie outside the SAT's authority, since these matters fall
to parliament or its committees to take further action, however, the SAI in performing
its duties should always look forward to this final process and anticipate any likely
developments during the stages of planning and carrying out the SAI work.
(Dewer.I988: 121)

7.8. Conclusion

This chapter has discussed the theoretical development of government auditing.
from financial and compliance auditing to the expanded scope of auditing and
evaluation of programme results. Attempts have been made by several parties to
establish standards for government auditing, to be applied as a basis to improve the
practice of government auditors. A performance auditing approach can be applied by
the SAI auditors as a revolutionary comprehensive approach, particularly when
reviewing and assessing government programmes.
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IMPLEMENTATION OF THE PERFORMANCE AUDIT
APPROACH IN THE HEALTH PROGRAMME
IN THE U.A.E.

8.1. Introduction

This chapter applies the performance audit approach to the health programme in
the United Arab Emirates. It is not intended to present actual audit results, since no
audit has been conducted by the researcher. However, the objective here is to show
how the approach could be applied during the review of the programmes of Ministry
of Health in UAE, in the ministry's annual budget. The evaluation is represented by
review of some aspects in one major hospital operating in Sharjah city, under the
supervision of Sharjah medical district. The reason for this is to determine whether the
major elements of the audit approach can be adopted in the light of the availability of
data and information.

8.2. Programme Selection

The U.A.E government carries out its activities through the U.A.E general
budget, and the development investment project plans prepared by the Ministry of
Planning. The five-year development programmes suggested by the Ministry of
Planning have not yet been adopted. Health programmes have always had prior call on
the UAE general budget funds since the establishment of the United Arab Emirates
which required the government to provide social welfare services on a wide scale,
considering the size of the country and the need to expand the services to reach all
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citizens. An amazing variety of development programmes and projects have been
completed to serve the needs of the people and provide the basis for a welfare state.
Recent figures from Ministry of Health suggest that the country enjoys high
service ratios for its population, with one doctor for every 933 people, one nurse for
every 350 and one bed for every 250. The thirty three government hospitals with over
9000 beds and the 120 clinics and child care units are served by 5330 nurses and
technicians. Five special dental clinics are staffed by nearly ninety qualified dentists
( Ministry of Information and Culture UAE, 1992).
Reference to the table (8-1) shows the expenditure of the Ministry of Health
during the years 1983-1991, when the proportion of the budget expenditure was
increased, except for the years 1984,1986 and 1987 which was due to the government
policy to restrain the budget appropriation and follow a tight financial expenditures
policy. Although the growth of the expenditures level increased during the subsequent
years 1988-1991 due to the change of government policy in allocating more
appropriation for the health sector, the rate of budget per person declined. The sharp
fall in the rate budget per person would presumably have been relevant to
demographic increase in the population. This trend is reflected in the table (8-2) which
illustrates the trend in the population in the U.A.E during the years 1983-1991. The
annual natural rate of population increase was 3.2 percent in 1988 to reach to its
peak 29.5 percent in 1990. Figures in the table (8-2) also illustrate the trend in crude
birth rate, the fertility rate and still birth rate for the years 1983-1991. The trend in
crude birth rate reveals slower fall in the birth rate which would presumably have been
relevant to public health, maternity services and demographic interests.
With regard to table (8-3) figures refer to measure of health services performance
indicators for the preventive medicine service treatment provided in 1983-1991. With
regard to preventive medicine services, this type of service provided in terms of
medical services for motherhood and children, school health services and environment
health services. The figures illustrate the considerable increase for the services in the
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motherhood and child health service visits. The increase is presumably due to the
women's concern for health and awareness of the need for frequent medical
examinations prior to and during pregnancy and their concern for acquiring frequent
examinations for their children and receiving information about health education and
nutrition
Since the school health service programme gains its importance in terms of
providinu medical service for a considerable sector of the society, representing more
than 25 percent of total size of population, this concern is reflected in the figures
illustrated in the same table, where the rate of pupils/ doctor, nurse, clinic, has
increased to reflect a significant concern of the government for this sector of the
society The school health programmes include primary examination for the newly
registered students, periodical examination carried out every three years for the firstregistered students, vaccination programmes ( diphtheria, tetanus, polio, mumps
..etc.), health education programme, environmental monitoring programme,
controlling school epidemic decease programme.( Ministry of Health, 1992:50).
Referring to table (8-4), the figures in the table illustrate the curative medicine
service indicators for the year 1983-1991, and the increased number of clinics built to
face the increase in the population and to meet the extent of demand for the public
health services. The figures also show the variation in the number of beds and the
amount of annual increase in bed allocations. In 1991 the number of beds was
decreased by .8 percent from the previous year. Since bed norms allocate a given
number of beds to certain size of population irrespective of the demand, presumably
if the number of the beds in 1991 was over-provided, they were used wastefully or
there was wasteful excess capacity in the system of utilisation of the beds.
Reference to the figures in the table (8-4) also shows variation over the years
1983-1991 in terms of patients per occupied bed. The bed occupancy was quite high
in 1987 and attained 65.9 percent. This is strongly suggestive of an admission and
discharge policy leading to a longer period of in-patient treatment due to clinical,
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social, climate, employment or other local conditions. However, over the five years
period, the average length of stay has changed little from 5.8 in 1987 to 4.5 in 1991
In contrast, the turn-over is much lower in 1990 than in 1991 due to the increase in
the length of the stay during that year, and this is presumably due to the change in
administration or clinical policies.
With regard to the supportive service performance, figures in the table show the
increase of those supportive services during 1991, which might have been due to the
increase in the population trends, or to inefficient utilisation of the available resources
in terms of prescription, lab, x-ray facilities. For the utilisation of medical staff during
1983-1991, the figures illustrate the variation in the beds allocated to doctors and
nurses. In 1991 the percentage declined to 3.8 and 1.2 for the bed/doctor and
bed/nurse ratio from the year 1990, and this may be due to case mix and management
policy of the health authority
Indeed, the scientific advances in the medical care provision and the increase of
the population and social demand for the higher standard of medical care would cause
the sharp increase in the cost of utilisation and provision of the services, and require
the responsibility to seek all possible methods of increasing efficiency in delivering the
medical care and the need for efficiency in the sense of the best return for money and
other expenditures utilised for the comfort of the patient.
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In addition to the government sector there is a smaller but thriving private sector
health service supervised by the Ministry of Health. Nine private hospitals are
complemented by 44 multi-purpose polyclinics, 385 clinics and 71 dental surgeries
and 122 licensed pharmacies ( Ministry of Information and Culture UAE,1991:94-95).

8.2.1. Identification of unit of analysis

The health sector is composed of several programmes: hospital programmes;
curative services and health centre programmes; laboratories; pharmacies and drug
stores; motherhood and infant care centre programmes; preventive health care
hygiene education and vaccination programmes; epidemic and endemic disease
control programmes; training and nursing institute programmes; pharmaceutical
centres and the provision of ancillary services; school health programmes, laundry
complex programmes... etc. These health programmes could be reviewed separately or
collectively.

8.2.2. Identification of objective for the purpose of evaluation

Since no audit has been conducted, the objective of this study is to analyse and
evaluate the performance of a health programme according to the performance audit
approach in the light of information and data available.
According to the U.A.E constitution, medical care is provided for all citizens.
The Ministry of Health is the only authority responsible for providing federal health
services through its widespread hospitals and clinics and under the supervision of its
medical zones. The citizen therefore does not pay for any kind of medical treatment.
The general health programme goals and objectives are stated as follows:
1. Improving the standard and quality of health services.
2. Improving medical care, including preventive health services and treatment.
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3. Improving medical care for mothers, infants and students at various educational
stages and the establishment of motherhood and infant care centres to provide
maternity and infancy services, as well as vaccination and hygiene educational
programmes.
4 Encouraging the establishment of medical institutions and nursing colleges and
sponsoring training seminars in various medical areas to improve the standards of
health services and maintain a sufficient number of physicians, nurses, technicians
and medical staff.
5. Maintaining health control for medicines and chemical materials and their stores
(UAE Official Gazette,1973:27).
6. Improving the pharmaceutical system for the ministry's stores and warehouses.
The researcher, on a visit to the State Audit Institution (SAT), discussed the
process of auditing the health sector in the U.A.E by the SM. it was revealed that the
only evaluation carried out was in the Al-Gaziera Hospital In AbuDhabi during the year
1993 and found that many requirements for the performance auditing are still non
existent in the hospital(SAI report,1993). And It also was revealed that the process of
auditing the government health sector still needs more efforts to be exerted, especially
in view of the growing numbers of the hospitals and the need to evaluate the health
care provided by these hospitals.
1) There is no auditing manual issued by the SAI giving the audit steps to be followed
and the questions to be asked of responsible personnel in the hospital, and the staff
and beneficiaries of the medical services.
2) The auditing of the expenditure of the health budget relies on individual experience,
qualifications and ability, which differ from one auditor to another.
3) The auditing process usually relies on the procedures followed by former staff, who
pass on their experience and methods. This might not achieve the desired results,
particularly where the auditor is not on the proper professional level, or is reluctant
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or unable to communicate his experience adequately to his colleagues or fails to
transfer the knowledge to the new auditor.
Therefore the researcher suggests that a written manual be prepared for the
auditing process and procedures, by the efforts of experts in the SAI or with the help
of external expertise.
4) Workforce: The workforce assigned for the audit missions of the Ministry of
Health is insufficient to audit the increasing number of hospitals and the huge
sums allocated in the budget of the Ministry of Health.
The present number of auditors can not achieve effective auditing and control of
the activities in government hospitals. Recruiting a sufficient number of auditors
to carry out the audit tasks effectively, would save millions of dirhams spent on
ineffective services and useless projects.

8.2.3. The selection of unit for audit
Selection of unit for audit relies to a certain degree on the efforts exerted by the
planners when developing the annual audit plan. The SAT annual auditing plan does
not include auditing of hospitals, despite the growing numbers of hospitals and
increasing government expenditure on the health services.
The SAI does not receive any data and information about hospital activities, the
cost of programmes, or resources allocated. Thus the researcher urges that a meeting
should be held with the responsible personnel in the hospital prior to initiating the
audit, to identify the activities and resources available and problems perceived by the
hospital personnel. This will help the auditor to ascertain the validity and reliability of
data and information prepared by the hospital staff
The collection and documentation of data and information through data
collection forms is also desirable. The auditor in this regard reviews the data collected
on a statistical random sample, to ensure accuracy and reliability. He should conduct a
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field study, visiting the hospital and observing the actual activities, to compare them
with the data and information collected previously. On this visit, the auditor can
obtain a comprehensive view of the activities, observe the extent of services provided,
note any problems that exist and identify the views of beneficiaries of the services.
Moreover, despite the importance of internal control and internal auditing, no
such system exists in the hospitals, increasing the difficulty for the SAT of evaluating
hospital services. The researcher therefore suggests that an internal control and
internal auditing unit be established in the hospital to facilitate the SAI's tasks.

8.3. The Process of Auditing the Health Programme in the U.A.E.

Here, the researcher will draw-up a framework for auditing hospital programmes
in the UAE. Since no audit has been conducted by the researcher, the aim is to set
steps that can be used by the government auditors when they initiate the auditing of
government hospitals in the UAE, relying on the data and information obtained from
the SAI and Ministry of Health and the experience of the researcher in the field of
auditing

8.3.1. Evaluation of health programmes

Health programmes usually work toward providing medical treatment and
improving the health of citizens. Performance evaluation in general requires the
existence of several measurement criteria and indicators that could assist to evaluate
the actual results of health programmes. Since health services are provided by
government hospitals free of charge, or at purely nominal charges which usually do
not cover the cost of the services provided, therefore it will be difficult to set a rate
for them. Moreover, there exists no profitability measure for such hospitals. Also, the
quality of service provided has a very significant impact on its evaluation. Thus, no
single measure will be adequate in this case; therefore the measurement of actual
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results for the hospital would require applying indirect measurement indicators to give
a picture of the performance of the health programmes at the hospital. In order to
achieve its objectives, the evaluation system for performance purposes requires the
availability of some important basic prerequisites, which include:
1. Clear and comprehensive specification of objectives, whether main objectives or
sub-objectives, to verify and evaluate the performance of responsible staff in
respect of achieving them. The main objectives determine the resources required by
the unit, on the basis of short-range or long-range policy setting. The subobjectives, on the other hand, relate to the daily operations of each division. The
objectives are usually determined by law or the internal regulations of the unit,
which regulate its affairs and operations, establish the organisational structure in
the unit, and determine the interrelationship between the unit and the external
environment. They also classify tasks, allocate work among the staff and determine
the chain of command and responsibility within the unit.
2. Determination of accountability centres by preparing an organisational chart.
3. Establishment of an effective information system to generate and provide detailed
data at the proper time, while avoiding overload with irrelevant information.
Information should be made available to interested groups of users such as
clinicians, managers and others, about the use of resources, to enable them to
identify the costs of services and to evaluate the out comes of health programmes
in terms of efficiency and effectiveness. Development of improved measures of
effectiveness to ensure better value for money and greater satisfaction and reward
for those involved in developing and managing the programmes, depends on the
availability of information..(Leathard Audrey: 1990).
4. Development of clear evaluation standards. Where a variety of standards exists, it is
important to select those which best express the level of performance for each
responsibility centre. These standards might take a quantitative form or be
expressed in monetary terms or might be descriptive, particularly for activities that
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can not be expressed in quantitative terms. Examples of the latter might include
developing and improving the training and educational potential of the staff or the
social responsibility of the unit.
5 Comprehensivness, which means including all aspects of the activity in the
evaluation process in such a way as to cover all organisational elements.
Speed. The evaluation system must be prompt in following-up current
achievements and accomplishments and determining the extent of compatibility
with the desired level of progress, so that any necessary corrective action may be
taken as soon as possible.
7. Integration with the managerial process; the effectiveness of the performance
evaluation system requires integration with planning, controlling, and decision
making.

8.3.2. Functions of auditing and controlling efficiency and performance in the
health sector

The functions can be summarised as follows:
1. To follow up execution of objectives by gathering financial and other quantitative
data and comparing them with the pre-determined plan, to detect variances, judge
whether results have been achieved, and suggest corrective action.
2. To control the efficiency of performance. This function involves ascertaining the
extent to which the economic unit has performed its activities and executed its
objectives with balance and integrity between the various activities and avoiding
any aspect of overspending and mismanagement of human or physical resources.
3. To evaluate the results and to determine responsibility centres. That means showing
the actual results achieved in the light of pre-determined objectives and planned
standards and criteria, analysing them logically and objectively and determining any
deviations, studying the causes for such differences and determining which causes
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can be controlled by management. In the light of these results, the responsible
centre can be determined and corrective action initiated.
4. To promote cost-effectiveness in the medical area, reallocate physical and human
resources to the care and treatment units which have proved to be cost-effective,
control the quality of the treatment, evaluate the cost of care provided with the
resources available and determine the economic consequences of medical
decisions.(see,Baggott,1994, Sherman:1986). The causes of increases in the costs
of health programmes are classified by McConnel (1993:50) as follows:

"increased use of laboratory tests, X-rays, drugs, pharmaceuticals
and other ancillary services, and the increased cost of these basic
services;
increases in the number of procedures medically prescribed for
each patient, including significant increases in the total number of
surgeries performed;
steady increases in physicians' charges;
over expansion of hospital facilities and duplication of hospital
facilities and services;
advanced medical technology, as more sophistication in
equipment and skilled labor are brought to bear on health
problems and more resources are applied to specific emerging
medical needs of the population"

8.3.4. The Importance of Evaluating the Health Programmes.
Measuring the effectiveness of health services and evaluating their performance is
important, because of the significant role that they play in the life of each individual
and the society as whole. Despite this importance, there are many difficulties in this
respect. The effectiveness of health services can be seen in terms of the extent of their
success in alleviating certain conditions or improving health conditions in the society.
It also includes assessment of citizens' utilisation of health services and degree of
satisfaction with them, and the extent to which health services achieve their objectives
with the resources available.
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Thus, the evaluation of health programmes and services is necessary as described
by Dignan and Carr,(1992:14):

"Particularly because of increased demands for accountability,
evaluation is becoming more important. Evaluation is needed for
monitoring the efficacy of programs, to aid in the planning of
future programs, and to provide defensible evidence of the value
of current programs"
8.4. Evaluation Process for the Hospital.

Evaluation process of hospitals programme is to determine the extent to which
the executed programme has achieved the desired goals and objectives, and whether
the results are reached or not .(Dignan and Carr,1992). The evaluation process
requires maintenance and generation of sufficient statistical data about the
performance of the hospital; classification and analysis of such data to obtain
indicators for the purpose of evaluation; and comparison of such indicators with predetermined standards and norms, to evaluate the performance of hospital services.

8.4.1. Collection of data for the purpose of evaluation

Statistical data could be obtained through:
1. Using a data collection form designed for the purpose. The form would include all
aspects of the activity, costs and resources. The form should be agreed upon by the
unit responsible for providing the services. Such data collection data forms would
assure:
a) comprehensive survey of the unit's responsibility and objectives, and identification
of any limitation imposed on its responsibility;
b) the unification of concepts, evaluation bases and measurement for follow-up and
evaluation, which would assist the staff to identify the appropriate procedure prior
to undertaking the review;
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c) consistency and accuracy in execution and follow-up, and objective identification of
progress in the operations
2. Visiting the site
This could involve:
a) examining the organisation system, studying its policy, identifying its operations,
procedures and objectives and detecting problematic areas, as well as the strong
points in the system,
b) conducting examination of operations to assure their efficiency and effectiveness;
C) initiating formal and informal discussion with the staff in the unit, as well as with
the beneficiaries of the services provided by the unit under review.
The data must be analysed and the appropriate indicators extracted. The process
ends with preparation of a report about the unit under review. The report covers
the results of the data gathered and the facts observed during the visit. The report
should express the real position of the unit's performance, identify the factors
that affect it and indicate the costs of the activity, for comparison with other
similar units.

8.5. Evaluation Procedures
8.5.1. Financial evaluation aspects.

Financial evaluation focuses on the following aspects:
1. Examining and evaluating the internal control system.
2. Checking the internal auditing system in the hospital.
3. Examining the extent of compliance with laws and regulations and with financial
rules and regulations, extended to verifying expenditure against budgetary
appropriations.
4. Auditing records and documents by test-sampling. High value transactions should
be subjected to greater and more intensive scrutiny.
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5. Auditing the management financial system, seeking improvements in the system to
operate more efficiently.
6. Auditing the receipts and linking the documents pertaining to the services rendered,
though as pointed out earlier, since the objective is to provide medical services free
of cost to the whole population except for nominal registration charges, the
receipts are not directly related to the expenditure incurred in the running of
government hospitals in the UAE.
7. Auditing the expenditure of the hospital, in terms of salaries and allowances,
procurement and utilisation of stores including medical stores and equipment,
laundry, diets, vehicles, etc.
The following aspects would be scrutinised:
1. Vehicles
a) Comparison of investment in vehicles with the project estimates and examination
of reasons for any variances
b) cost of maintenance of vehicles
c) comparison of idle time on account of breakdown, etc. with the norms for vehicle
availability;
d) cost of staff, etc. on idle vehicles, cases of misuse of vehicles.
2. Diet Service
a) procedure for procurement of food articles and examination of their quality;
b) quantity of material issued with reference to number of patients as per midnight
census;
c) wastage of materials as compared with the norms fixed for the same.
3. Equipment and Machinery
a) procedures and their observance for procurement;
b) arrangements for putting into use soon after procurement, providing adequate and
trained staff to handle the equipment machinery, other ancillary facilities and
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ensuring reasonable synchronisation between availability of equipment and
availability of trained staff to operate them as well as provision of supporting
facilities,
c) idle time on account of breakdown or otherwise as compared with the norms and
examination of reasons for any variances;
d) invoking warranty clause in the case of faulty equipment.
5 Laundry facilities
a) adequacy of facility for washing
b) observance of financial procedures.
6 Indicators of financial resources.
These indicators include the distribution of financial resources according to the
expenditure sections, on the assumption that there is a good structure allowing
optimal utilisation of available financial resources. This can be achieved by
analysing the main budget sections, allocating any area of over-spending and
determining whether such expenditures have been directed toward sections that
contribute in increasing the efficiency of health services. The auditor should study
the distribution of expenditure among the health units in the light of objectives and
priorities. Allocation of a small fund for a large unit may imply that the unit lacks
what it requires to carry out its responsibility toward society in providing the best
services, efficiently. There may be overspending in other health units, which obtain
a greater fund allocation, although their missions are less and their activity is
limited.
Thus, it might be considered that the growth or increase in the previous inputs,
whether human resources or physical resources, quantitatively or qualitatively, is an
indicator of the effectiveness of the organisation.
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8.5.2. Performance evaluation aspects.
First: Human resources
Human resources include physicians, pharmacists, the health staff and
administrative staff. The important indicators in measuring the efficiency of
human resource performance are:
a) the ratio of health professionals to other medical staff.
This indicator is an important indirect indicator in measuring the efficiency of
performance for the medical and health professions, since the effective usage of
physicians can not be achieved without the availability of technical ancillary staff to
help the medical staff to concentrate their efforts on treatment. It is assumed that
measurement indicators are available and reliable for the purposes of comparison.
b) the ratio of number of nurses at a certain date to the number of physicians at the
same date
This ratio indicates how many nurses work with each physician, for instance 3:1 or
4:1. If the percentage is very low, that might indicate that the physician performs
tasks which could be carried out by persons of less education or qualification.
c) ratio of number of beds at a certain date to number of physicians at the same date
This ratio represents the efficiency of using the physicians in the hospitals in terms
of the number of beds served by each physician, since the full benefits of
physicians' efforts can not be realised unless there exists a balance between the
number of physicians and the number of beds in the hospital.
d) ratio of number of beds at a certain date to number of nurses at same date.
This indicator can be used to measure the efficiency of utilising nurses in the
hospitals in the light of the number of beds they serve. It is assumed that optimal
benefit might not be achieved without the availability of a sufficient number of
nurses, appropriate to the number of beds in the hospital. Increase or decrease in
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the indictors and standards set up for measurement purposes would indicate
inefficiency in using nurses and beds
e) development of human resources in the hospital and the average of number of beds
served by each worker during the specified period, compared with such standards
and norms as are available,
f) classification of staff by their type, qualifications, experience;
g) comparison of number of doctors with the standards by working out doctor patient
ratio:
h) similar exercise for other medical staff, e.g. nurses, etc.
Second Physical resources
1. Measurement of the efficiency of utilising the resources
This procedure is carried out for all resources, whether physical ( equipment,
buildings ... etc. ) or human. Through the measurement of efficiency, comparison
could be made to evaluate the extent of efficiency of resources that could have
significant impact on performance level and the cost of services. Lack of resources
may lead to substandard performance, while excess resources would increase costs.
For this purpose, indicators can be extracted from data about the unit's resources
and linked to the benefits of the services provided by the unit under review.
2. Condition of hospital equipment and its efficiency in use
a) damaged equipment in any division, date of suspension, reasons and repairs
decisions taken;
b) equipment not used, reasons for non-use, and the need for that equipment.
Physical resources include the funds that the unit obtains from various sources,
such as the general budget or from the development plan, which are used to
finance the operations of the unit or for expansion in the services provided for the
public, e.g.,

establishing new divisions equipped with up-to-date medical
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technology. In this respect, the following indicators can be used in measuring the
effectiveness of physical resources:
a) indicators of use of fixed assets of technical equipment. These include:
b) percentage of occupancy for one bed
This indicator expresses the efficiency of using the beds in the hospital. Optimal
utilisation will differ according to the size of population and area served, and type
of treatment provided. A hospital situated in a highly populated area or which
deals with children's diseases, for instance, will have a high percentage. Optimal
utilisation leads to reduction in treatment costs. The percentage might be derived
according to this formula:
Number of patients entering the hospital X average length of stay for one patient
/ Number of beds in the hospital X 365
Measuring the efficiency of resources would take into account the following:
1. Beds
a) the distribution of specialised treatments among the hospitals according to general
needs, the population distribution and the number of beds available;
b) distribution of beds among different specialised divisions in the hospital;
c) availability of most general and specialised treatments in the general hospitals;
d) study of the number of beds available in the hospital for specialised treatments and
the ratio of this number to the total beds in the hospitals.
3. Technical assistance units
1. Laboratory unit
a) number of lab tests in the hospital for each section and its percentage to the number
of patients for each section
b) average number of lab tests in a day
c) average number of lab tests produced by a lab technician in a day
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2.X-ray units
a) development of x-ray treatments cases in each division in the hospital
b) ratio of x-ray treatment cases in each division to number of patients
c) average number of x-ray cases a day
d) average number of x-ray produced by x-ray technician in a day
e) development of x-ray cases in each division and the average number of x-rays for
the doctor in a day
4. Operation units
a) development of number of operations carried out in the internal divisions.
b) ratio of operation number to number of patients
c) types of operations carried out and their percentage of the total number
5 Physical treatment units
a) number of physical treatments and the average number of treatments for each
patient;
b) average number of daily treatments,
c) average number of treatments carried out by each specialist in a day.
6. Blood unit
a)observance of prescribed instructions and procedures regarding receipts and issue of
blood;
b) cases of defective storage causing deterioration in quality;
c) periodical inspection by competent authority;
d) proper assessment of requirements and action for timely requirement;
e) wastage and loss compared to norms
7. Educational and training activity
a) development of number of doctors trained;
b) number of doctors responsible for training ;
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c) average number trained by the doctors;
8. Expenditures and revenues
I. Current expenditures
Since medical treatment in government hospitals is provided free of charge, the
study of expenditure would be a major part of the evaluation process. It would
cover:
a) development of current expenditures for the hospital
b) average expenditure per bed from total current expenditures
c) average expenditure per patient from total current expenditures
d) analytical study of some of main usages in the hospital linked to beds and patients,
such as medicine and food.
2. Investment activities
The main aspects of this part include:
a) fund resources
b) follow-up of the time period for hospital projects, which includes the actual date
for completing each stage of the project ( project study, contract, purchasing of
equipment, installations, buildings construction...) and time set for the project,
c) follow up of the estimated total costs of projects and cost of work accomplished
during the fiscal year and the work to be completed by the end of the year;

8.5.3.

Measurement of effectiveness of activities.

This can be done through measurement of the technical methods applied in the
various divisions in the hospital, the time used, and the efficiency of utilising all
resources for production, by using generally accepted standard to judge the
performance level.
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8.5.3.1. Aspects in measuring the effectiveness of hospital's activities

1. The outpatient clinics
a) the development of number of patients for various types of treatments;
b) the average number of cases diagnosed by each doctor,
c) the average waiting list for operations;
d) waiting time for a patient outside doctor's cubicle and at other stages in the
hospital;
e) overcrowding of different wards of the hospital;
0 sufficient number of doctors and other staff in the emergency section.
2. Reception section.
development of number of cases transferred by the reception section to in-patient
sections and its percentage to the total.
3. Internal divisions
a) development of number of patients at hospital, as well as for each specialised
treatment.
b) the extent of utilisation of the hospital's beds for each specialised treatment and
efficiency of treatment period in the hospital.

The indicators that are used for such purposes are:
number of staying X 100
percentage of bed occupancy =
number of bed X 365
number of patients
bed cycle in the year ---=
number of beds
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number of days stayed
average time of stay by the patient —
number of patients
Average time a patient stays at the hospital would indicate better usage of beds
and supporting services, e.g., medical equipment, labs, and administrative services in
the hospital. This indicator might be taken in conjunction with the above indicators,
and give a clearer picture, e.g., better utilisation of capacity of hospital accomplished
by the increased percentage of occupation of beds accompanied by reduction in the
average length of stay per patient. On the other hand, it might be used to compare the
effectiveness of hospitals work in treating diseases of the same type.
Output indicators
The outputs refer to what is achieved by the various activities in the
organisation. In respect of health organisations, the outputs can be tangible, such as
the number of patients or the number of operations, or could be intangible, such as the
care for the patient after the treatment period or the benefit acquired after the patient
was cured. Since the measurement of outputs is rather difficult, particularly for service
organisations in general and health in particular, other means might be relied on to
measure the effectiveness and efficiency of organisational performance in achieving its
objectives through the extent of availability of the necessary requirements for the
achievement, on the assumption that the availability of such requirements in certain
forms and specifications might be used as an indicator of the extent of achieving the
objectives.
In this regard, the following indicators could be determined:
1. Indicators of preventive mission
These indictors indicate the extent to which the health organisation contributed in
reducing the percentage of mortality and injuries resulted from epidemic diseases
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or the mortality rate for premature children and infants, or the extent to which
preventive centres exist and the raising of the standard of health level in general
2. Indicators of treatment mission
These indicators include the extent to which the health organisation contributed in
maintaining the physicians, pharmacists and medical staff and health centres, the
extent of its contribution in providing treatment services for the population, and
the quality of such services These must be assessed in relation to the size of
population served.
3. Indicators of educational mission
These indicators express the extent to which the health organisation contributed in
establishing medical schools and laboratories, the number of seminars and training
sessions, and the extent of their contribution in improving educational standard.
4. Indicator of cost of services provided
This measurement determines the efficiency of health programmes in utilising
resources by providing the best possible service in regard to financial capability and
the socio-economic development of the country.
5. Indicator of comparison
Through this measurement, a historical comparison between similar units or
international comparison can be made to investigate any variance between the
performance of health programmes and those compared.
6. Indicator of period of accomplishment of services
According to this indicator, the standard time for providing the services is
determined, then the actual period of the service is measured to detect any
miscalculation in the time assigned to provide the services. Thus, the effectiveness
of the time of operating equipment can be assessed by comparison with standard
accomplishment time.
255

7. Indicator of quantity of accomplishment of services
This measurement requires setting quantitative measures for anticipated production
of services then measuring the return from each service by the number of its
beneficiaries.

8.6. Performance Evaluation in Al- Qasimi Hospital Sharjah Medical Zone
( U.A.E ).

As stated in the beginning of the chapter, the objective of this part of the study is
to show how an evaluation can be conducted in respect of the framework of
performance auditing that been suggested, and in the light of the data and information
available.
For the purpose of the study, we have selected Al-Qasemi hospital, which
operates under direct supervision of Sharjah medical district, within the authority of
the UAE Ministry of Health. The hospital was built to serve the population of the
Emirate of Sharjah and is staffed with a number of medical specialists. Based on the
data and information collected, the researcher draws up a framework for the
evaluation process in regard to the aspect of performance auditing. Financial
evaluation is not conducted here, because of unavailability of financial data and
records in the hospital, as financial matters are controlled centrally by the Ministry of
Health. Data from two other hospitals, Khorfakan and Al-Kuwait, operating in the
same medical zone, were obtained for the purposes of comparison.
For the purpose of the study, data and information about the Al-Qasimi hospital
operations have been collected as follows:
1- Hospital departments
Data and information were obtained from the several departments in the hospital,
related to various sections in the hospital. Administrative data been were collected
from the administrative section in the hospital. Medical data about the various
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specialists and clinics were obtained from the medical statistical records in the
medical record department. Data about laboratories and tests were collected from
the laboratory and test departments according to the type of examination. Data
about cardiology examinations were collected from the cardiology section in the
hospital.
2- The Ministry of Health
Since the hospital is under general supervision of the Ministry of Health in the
ministry's annual budget, data about its operations were also obtained from the
Ministry of Health; more specifically, they were obtained from the Ministry's
publications about hospital operations for previous years, for the purpose of
comparison, and through interviews with personnel in charge of planning and
monitoring the operation of the hospitals.
3- Sharjah Medical zone.
Since the hospital is under direct control of the Sharjah Zone medical authority,
data and information have also been collected from the various sections in the
authority and from its reports about general operations in the medical zone.
Before considering the elements of performance auditing for the hospital, first it
is necessary to review the extent to which the requirements for such audit( planning,
programming, budgeting, accounting and controlling systems are available). The
situation is as follows:
1- There is no indication of any planning and programming in the hospital.
2- A clear organisational structure of the hospital is not available; the hospital
operates within the structure of the Ministry of Health.
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3- The current budget system applied:
The hospital belongs to the Ministry of Health and is supervised by the local
medical authority for Sharjah zone. It operates within the framework of the State
General Budget; consequently there is no specific budget for Al-Qasimi hospital.
The hospital's budget is included within the budget of the Ministry of Health, as
part of total figure for hospital in general. The budget is a line-item budget, with no
concern with programmes or activities performed by the hospitals. It is only
concerned with line item expenditures and ensuring the extent to which the health
authority has complied with budget law and regulations in terms of chapters and
items, ignoring the relation between the various elements of expenditure and the
benefits derived from such expenditures. In other words it ignores the economic
dimension of expenditure in its input output relation. Thus, the main aim of that
budget is to be used as a tool of budget appropriation. This creates difficulty in
evaluation of the performance of hospitals, and may well lead to inefficiency in
utilisation of their resources, since:
a) the budget estimation is made as a total figure, without allocating appropriations on
various levels of performance within the hospital;
b) there is no sign of any study being conducted to justify the actual need for the
appropriation; rather, the previous years' expenditure is taken as the basis with an
increase or decrease for the next budget estimation.
4- The accounting system:
The accounting system applied aims at collecting, classifying and examining final
operations to control the collection of money and ensure the safety of disbursement
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of expenditures determined in the budget. The system relies on books and records
as the main sources of data for the purpose of preparing the financial statements,
reports and final accounts, together with instructions from the Ministry of Finance.
Study of the accounting system revealed its inadequacy to provide data and
information in regard to cost of performance.
5- The auditing and controlling system:
Auditing of the hospital's financial operations is centrally controlled by the
Ministry of Finance. The Ministry is assured of the extent to which the hospital's
management complied with budget laws, regulations and financial instructions from
the ministry. However, effective control must rely on clear, concise performance
standards for the staff in different specialisms in the hospital, with appropriate
standards being set for dispensing medicines, using the support services ..etc. The
current auditing and controlling system of the hospital is unable to meet the need
for effective control in terms of providing data and information about the efficiency
and effectiveness of utilisation of hospital resources.
6- Criteria and standards
There is no system to set criteria and standards or measurement to evaluate the
efficiency of the hospital's activities and operations.

Despite the lack of important requirements for performance auditing, in the light
of such data and information as are available, the researcher will attempt to construct
some indicators for the hospital's activities.
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8.6. 1. Identification of Aspects of Performance Auditing in the Hospital

1- The field study at the hospital
In the field study at the hospital, the researcher identified the system of recording
information and data about the hospital activities, out-patients and in-patients in
various departments in the hospital.
It was noticed that the hospital uses computer facilities for internal procedures
such as entering data about patients to its different departments. But in the case
of recording the results of medical data and information, there is no indication of
use of the computer to process the results . The compiled data are processed
manually on forms designed to serve specific purposes and provide statistical data
to the Ministry of Health, through the medical district to which the hospital
belongs.
2- Criteria, standards and indicators to measure the efficiency of utilisation of hospital
resources.
From data and information presented above about the actual human and physical
resources available in the hospital, some indicators can be extracted to measure
the efficiency of the hospital in utilising its resources.
First: Criteria and indicators for human and physical resources
In this respect, some indicators can be identified to measure the extent of
efficiency in the hospital. The most important indicators are:
A) The average number of beds served by each type of staff in the hospital.
1- The average number of beds served by each doctor, according to speciality, out
of the total number of beds in the hospital, is as follows:
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TABLE 8- 5
ALLOCATION OF BEDS TO DOCTORS
AT HOSPITAL

Title

Total No.

No. of

of beds

doctors
13

Average No. beds
to doctor

Consultant

.L._,J

Specialist

223

15

14 87

GP

293

44

5.07

•-v-v)

17 15

Table (8-5) indicates the average number of beds allocated to each doctor in the
hospital, and shows the variation in the number of beds served by each type of doctor.
An average of 17.15 beds is served by each consultant, while the G. P serves only
5.07 beds. Optimum utilisation of medical staff ( doctors) in the hospital can not be
achieved unless there is a balance between the number of doctors and the number of
beds they actually serve.
Hospital management should consider ways to allocate the hospital's resources
on various departments in the hospital more effectively in the light of actual needs and
the average national figures, to maximise the hospital's resources and reduce the cost
of operations.
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TABLE 8- 6
AVERAGE NUMBER OF BEDS ASSIGNED
TO EACH DOCTOR ACCORDING TO
TITLE AND SPECIALITY
Speciality

No.of

Consultant

Specialist

G.P

Beds
No. Ave.No.of

No. Ave.No.

beds/doctor

No. Ave.No. of beds

beds/doctor

/doctor

Medicine

60

2

30

2

30

9

6.67

Paed.Medicine

24

1

24

3

8

4

6

Gen. Surgery

25

1

25

,1.

12.5

4

6.25

Urology

9

2

4.5

-

-

1

9

Orthopaedic

23

1

23

-

-

4

5.75

Ophthalmolog) 8

1

8

1

8

1

8

E.N.T

10

-

-

1

10

2

5

Gynaecology

32

1

32

2

16

4

8

Obstetrics
From Table (8-6), it is clear that there is a great variation in the number of beds
served by each doctor according to speciality in the hospital. For example in the
medicine section, there are on average, 30 beds for each consultant, while in urology,
the rate is 4.5 beds. Specialists in the medicine section serve 30 beds, while in the
ophthalmology section, each specialist serves 8 beds. Each General Practitioner (G.P)
in the orthopaedic section serves 5.75 beds but in the urology section, 9 beds.
These figures can be compared with those of other hospitals operating in the
same district, or at national level. For example, in Khorfakan hospital, in 1993 the
average bed allocation in general surgery was 11 beds to each doctor while in AlQasimi, it was 6.26 beds. Also, in paediatric medicine, the average in Khorfakan was
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8 beds, while in Al-Qasimi it was 6 beds in 1993. In other figures, the hospital shows
consistent increase in the bed allocation. Thus, the average number of beds to each
doctor is an important indicator which looks at distribution of resources and identifies
areas which might be better utilised to improve performance in service provision and
reduce costs
TABLE 8-7
ALLOCATION OF BEDS TO THE
SUPPORTING SERVICES AT THE HOSPITAL

Title

Total
No.of Beds

No. of

Average

Staff

No. Bed
to person

Pharmacist

223

9

24.78

Nurses

223

38

5.86

Lab Technician

223

37

6.03

X- Ray Technician

223

14

15.93

Physiotherapy

223

7

31.86

Anaesthesia Technician

223

2

111.50

Cardiology Technician

223

3

74.33

Tables (8-7) show the average number of beds to each person in medical units
and non-medical units in the hospital. The tables show significant variation in the
average number of beds allocated to each member of staff. The average number of
beds per nurse is 0.94, while each anaesthesia technician serves 111.5 beds, and the
cardiology technicians serve 74.33 beds.
This significant variation would need more study from the hospital management
to determine the reasons and ensure optimum utilisation of the resources. This
situation would be attributed to the failure to match the number of supporting services
with the number of patients on the ward and the number of beds they serve and this
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might be result in shortage in one area and overstaffing in another.(Small:1991 also
see, Asford,et a1,1975)). Again, these averages could be compared with those of other
hospitals and to the national average. For example, according to figures obtained from
the Khorfakan hospital, the average number of beds served by each nurse was 1.23
compared to .94 in Al-Qasimi hospital, suggesting that the utilisation of nurses in the
Khorfakan hospital is better than in the Al-Qasimi hospital.
TABLE 8-8
AVERAGE NUMBER OF VISITS TO SPECIALIST
CLINICS IN THE HOSPITAL

Speciality Clinics

Medicine
Cardiology
Psychiatry
Dermatology
Paed.Medicine
General Surgery
Neurossurgery
Urology
Orthopaedic
Ophthalmology
E.N.T
Gynaecology
Obstetrics AN
Obstetrics PN
Emergency / Accident;

Total No.of Attendance Working
day

Average No.
of visit Per Patient

13646

298

45.79

717

84

8.50

1209

84

14.39

9560

298

32.08

14342

298

48.12

3010
189

150
50

20.06
3.78

1730
9817
6059

84
200
200

20.59
49.09
30.29

5228

150

34.85

4063

95

42.76

8881

150

59.20

150

5.68

365

175.98

852
64234

E.N.T = Ear, Nose and Throat
AN = Antenatal
PN = Postnatal
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Table (8-8) indicates the average number of daily visits to each specialist clinic
during the year and the actual days of working in each clinic. It can be seen that there
is a great variation in the average number of visits by patients to each specialist clinic
in the hospital. Some clinics, such as paediatric medicine, dermatology and medicine,
are very busy, while others have a very low daily average.

TABLE 8- 9
AVERAGE NUMBER OF VISIT PER PATIENT
TO OUT-PATIENT CLINICS ( 0.P.C)

Out-Patient Clinics

New Cases

Repeat

(0 P C)

Total No of

Average No.

cases

of visit

Medicine

1368

12278

13646

9.97

Cardiology

174

543

717

4.12

Psychiatry

297

912

1209

4.07

Dermatology

2951

6609

9560

3.24

Paed.Medicine

2316

12026

14342

6.19

General Surgery

967

2043

3010

3.11

Neurossurgery

105

84

189

1.80

Urology

443

1287

1730

3.91

Orthopaedic

1836

7981

9817

5.35

Ophthalmology

1779

4280

6059

3.41

E.N.T

1886

3342

5228

2.77

Gynaecology

134

3929

4063

30.32

Obstetrics AN

1373

7508

8881

6.47

Obstetrics PN

26

826

852

32.77

Emergency/Accidents

55252

8982

64234

1.16
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Table (8-9) shows the number of visits to the out-patient clinics in the Al-Qasimi
hospital. On average, in 1993, patients visited 4.54 times per year, compared with just
twice in 1991 and 1992. Reference to the table shows the variation in number of visits
per patient to different out-patient clinics, which raises the question of how effectively
the hospital manage the return visits of each patient to the out-patient clinics. It may
be that such visits could be reduced and resources could be utilised more effectively if
the department set out specific rules to govern the patients' repeted visits to the
clinics. Figures from other hospitals reveal that the average number of visits per
patient in Al-Qasimi hospital for the year 1993 is significantly higher than in other
hospitals operating under the supervision of the same district authority (see,Table 810).

TABLE 8-10
COMPARISON OF NUMBER OF
VISITS PER PATIENT

Hospital

1990

1991

1992

1993

Al-Qasimi

2.0

2.0

2.0

4.54

Al-Kuwait

1.6

1.6

1.75

1.73

Khorfakan

--

6.2

195

3.14
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TABLE 8-11
BED CIRCULATION AT THE HOSPITAL

Number
Hospital
Speciality Clinics

Admissions Bed Circulation

of Beds

60

1684

24

1'235

General Surgery

25

1315

53

Urology

9

194

22

Orthopaedic

-y-,
,..i

725

32

Ophthalmology

8
10

246
254

31
25

5
27

720
1571

144
58

3

107

36

194+29

8051

42

Medicine
Paed.Nledicine

E.N.T
Gynaecology
Obstetrics AN & Obstetrics PN
Dental
Total

28
-

51

Reference to Table (8-11) shows the circulation of hospital beds in various
specialisms, for in-patients in the hospital. The overall bed circulation in the year 1993
was 42 cycles. Comparing the figure with those for 1991 and 1992, the rate of bed
circulation was lower than in 1991, which was 54, but slightly higher than figure for
1992. Comparing the figure with the figures available from other hospitals in the
same medical zone, the rate of bed circulation in Al-Qasimi hospital was significantly
lower than the others ( see Table 8-12).

267

TABLE 8-12
COMPARISON OF RATE OF BED CIRCULATION
AMONG VARIOUS HOSPITALS
Hospital

1990

1991

1992

1993

Al-Qasimi

72

54

41

42

Al-Kuwait

57

59

42.6

67.3

Khorfakan

29

47

N/A

N/A

The bed circulation indicator represents the efficiency of utilisation and
distribution of hospital beds among different specialisms in the hospital, and may
reveal the need for re-consideration of distribution of hospital beds in the light of
actual need.
TABLE 8-13
AVERAGE DAYS OF STAY FOR IN-PATIENTS,
BY SPECIALISIM

Speciality clinics

Admissions *Discharges Deaths

Paed. Medicine
Medicine
General Surgery
Urology
E.N.T
Dental
Orthopaedic
Ophthalmology
Gynaecology
Obstetrics
Total

1235
1684
1315
194
254
107
725
246
720
1571
8051

*1247
1674
1312
*196
245
*108
*730
244
708
8021

9
100
29
3
1
-1
1
--

Days of
stays
4476
14829
6100
922
581
1046
7362
1046
1930
4261
42036

Average
Days of Stay
3.6
8.8
4.6
4.8
2.3
4.9
10.2
4.3
2.7
2.7
5.2

* The variation in the discharges numbers is due to the frequent transformation among
various specialist in the hospital.

Reference to Table (8-13) shows the average length of stay per patient in the
hospital in different departments in 1993. The overall average length of stay was 5.2
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days. The highest average length of stay appeared in orthopaedics. The average length
of stay changed slightly during 1990-1992. Although the number of beds in the
hospital increased from 127 in 1990 to 223 in the year 1993, further increase may be
justifiable if the resources are available, and it is likely to increase the efficiency in the
delivery of medical skills and treatment to the patient. Comparing the averages in the
Al- Qasimi hospital with other hospital's averages (See Table 8-14), the average of
length of stay in Al-Qasimi hospital in 1993 was higher than in the other hospitals.

TABLE 8-14
COMPARISON OF THE AVERAGE
LENGTH OF STAY(IN DAYS) AMONG
VARIOUS HOSPITALS

Hospital

1990

1991

1992

1993

Al-Qasimi

4.1

4.5

5.0

5.2

Al-Kuwait

4.0

4.0

5.29

4.47

Khorfakan

3,0

3.0

N/A

NA

The average length of stay is an indicator of the efficiency of utilisation of
hospital beds and resources during the year.(see, Querido . 1963, Logan:1964 and
Payne, et al: 1974). Whenever the average length of stay for each patient is reduced,
this would indicate more efficient utilisation of hospital beds, and the success of the
treatments provided. It can also be used in conjunction with other indicators, as we
saw in a previous section, and it can be used to compare the success rate of hospitals
in dealing with the same specialism. This average can also be used to compare the
efficiency of hospitals across a particular disease category. The reduction in the
average length of stay is an indicator of the efficiency of use of resources such as
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medical equipment, laboratory equipment, administrative and treatment services as
well as x-rays and supportive services in the hospital.

TABLE 8- 15
RATE OF OCCUPANCY AT THE HOSPITAL

Speciality Clinics

Medicine

Number
of Beds

Days of
Stay

Rate
of Occupancy

60

14829

67.7

Paed.Medicine
General Surgery

24

4476

51.1

25

6100

66.8

Urology

9

922

28.1

Orthopaedic

23

7362

87.7

8

1046

35.8

10

581

15.9

5

1930

105.8

27

4261

43.2

1046

48.3

42036

51.6

Ophthalmology
E.N.T
Gynaecology
Obstetrics AN
& Obstetrics PN

Dental
Total

233

Table (8-15) shows the rate of occupancy in the hospital in the year 1993 in
various departments. The total rate of occupancy in that year was 51.6 vo, an increase
over 1992 when it was 50.1 %, but less than the rate for 1991, which was 66.2 %.
The bed occupancy in general was low. However, it was more than 100 percent in
gynaecology (i.e. it was necessary to borrow beds from other specialist departments
(see,Rowe and Brewer: 1975 and Cuming:1971).
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These figures, when compared with those for other similar hospitals, show that
the bed occupancy rate in Al-Qasimi hospital was significantly lower than the average
rate of bed occupancy. It also showed significant decline from the rate of the 1990
and 1991 (see Table8-16)

TABLE 8-16
COMPARISON OF THE PERCENTAGE RATE OF
OCCUPANCY AMONG VARIOUS
HOSPITALS
Hospital

1990

1991

1992

1993

Al-Qasimi

81.2

66.2

50.2

51.6

Al-Kuwait

69.7

64.6

96.2

75.8

Khorfakan

24.4

35.3

N/A

N/A

The rate of hospital bed occupancy is an important indicator of efficiency of
utilisation of hospital beds. Whenever the rate of occupancy is raised, that indicates
reduction in unused capacity, and hence, better utilisation.
TABLE 8-17
AVERAGE PRODUCTIVITY FOR EACH TECHNICIAN
IN SUPPORTING SERVICES
Types of Tests

Lab

x-ray

Cardiology Tests

No. of Tests

472664

38317

5506

No. of Staff

37

14

3

Average No. of Tests in Year

12775

2737

1835

Average No. of Daily tests

43

9

6
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Table (8-17) shows the average number of tests in the year in each supporting
service unit, and the average number of daily tests carried out by each person in the
supporting units in 1993. Comparing these averages with other averages in the same
medical zone, it can be noticed that the productivity of Al-Qasimi hospital is higher
(see Table 8-18)
TABLE 8-18
COMPARISON OF AVERAGE NUMBER OF DAILY
TESTS AMONG VARIOUS HOSPITALS

Hospital

Lab

X-ray

Cardiology Test

Al-Qasimi

1576

128

18

Al-Kuwait

---

74

7,10

Khorfakan

401

44

---

TABLE 8-19
INDICATORS FOR THE MEDICAL STAFF
IN THE HOSPITAL
Speciality clinics No. of
Doctors
Paed. Medicine 3
2
Medicine
1
Cardiology
1
Psychiatry
General Surgery 3
Urology
2
E.N.T
3
1
Neurosurgery
Orthopaedic
3
Ophthalmology 2
Gynaecology
3
Dermatology
4

Working
Days
298
298
84
84
150
84
150
50
200
200
95
298

Total No.
of Patients
1432
13646
717
1209
3010
1730
5228
189
9817
6059
4063
9560

Daily
Rate
48.12
45.79
8.53
14.39
20.06
20.59
34.85
3.78
49.08
30.29
42.77
32

Average Nc
of Exam
16.04
23
8.53
14.39
6.68
10.29
11.61
3.78
16.36
15.14
14.25
8

Time for
Patient
18.70
13.10
35.15
20.84
44.85
29.13
25.82
79.36
18.70
19.81
21.03
37.41

Table (8-19) shows the indicators related to medical staff ( doctors) in the
various specialisations in the hospital in 1993. These indicators include the daily rate
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for treatment, the average number of examinations per doctor and avera ge time
assi gned to each patient. The table shows considerable variation in the time allocation
for patients in each specialisation, which may suggest a need to reallocate medical
resources in the light of actual necessity. These figures can be compared with those
for other hospitals and medical zones and with the standard set by the Ministry of
Health
TABLE 8-20
INDICATORS OF PRODUCTIVITY OF DEPARTMENTS
Type of Operations

Major

Minor

Total

No of Operations

1117

2732

3849

Avera ge No of Operation Daily

3.7

9.10

12.8

Table (8-20) shows some indicators of productivity in surgery at the hospital in
the year 1993, classified by the type of operation ( Major and Minor ). Comparing the
average number of daily operations to Al-Kuwait hospital, the productivity of AlQasimi hospital is greater; it is 9.10 for minor operations and 3.7 for major ones,
compared with 5.3 for minor operations and 3.67 for major operations in Al-Kuwait.

TABLE 8-21
PRESCRIPTION PRODUCTIVITY INDICATORS IN 1992-1993
Year

No. Prescription

No.of Prescription

No.of

No. of Prescription

a day

Staff

per staff per a day

1992

81524

271.74

9

30.19

1993

78610

262

11

23.82
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Table (8-21) shows the productivity of pharmaceutical staff in preparing
prescriptions during 1992 and 1993 From the table it is obvious that the productivity
of pharmaceutical staff was 30.19 prescriptions a day in 1992, decreasing to 23.82 in
the year 1993. However, these averages show better productivity in Al-Qasimi than in
the Khorfakan hospital, where the figures were 25.2 prescription per staff in 1992 and
11.27 in 1993.

8.7. Suggestions to improve the evaluation process and the requirement for
conducting performance auditing in the Al- Qasimi hospital.

In the researcher's view, the following requirements are necessary to conduct a
comprehensive evaluation of the Al- Qasimi hospital.
I. An annual plan or programme must be set for the hospital, either by the hospital or
the Ministry of Health. This should include objectives and activities and how to
achieve them.
2. A comprehensive and accurate determination is needed of objectives in the hospital,
whether main objectives or minor objectives, so it will be possible to verify
performance and evaluate whether objectives have been achieved.
3. It is important to prepare an individual budget for each hospital, showing its
expenditures and financial resources, or alternatively, to maintain accurate
classification of hospital expenditure in the Ministry of Health budget, so it will be
possible to determine allocations to each hospital and determine the estimated and
actual cost of the hospital's activities and programmes.
4. There is a need to improve the budget estimation in the Ministry of Health budget
and try to adopt a programme performance approach in estimating the budget
appropriation for the hospital. This would show the budget by programme and
activity and determine the work accomplished in each activity and programme, for
comparative purposes and to assess the extent to which the hospital has achieved
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the objectives stated in its annual plan. It will also aid in determining the treatment
cost for patients in each department.
5. The financial and accounting system in the hospital should be reviewed and a
system of control set up in accordance with the hospital's mission and operations.
6. An effective internal control system must be set in the hospital to monitor the
whole financial operation of the hospital.
7. The responsibility centres in the hospital's structure must be determined accurately
The duties and responsibilities of each person, whether medical or administrative
must be determined. The responsibility centres should be revealed in the
organisation chart of the hospital.
8. The hospital must set up an effective management information system that
provides accurate and timely information for decision-making, monitoring and
evaluation.
The CCAF 1987 emphasised the need for management information system by
stating that the
"improved use of information is critical to the ability of hospitals
to deal better with the quality and cost issues that confront them.
Better information should, of course, support better technical
analysis for decision-making purposes. By increasing the
interaction of trustees, managers and physicians through
accountability arrangements, better information also has the
potential to improve their capacity to work together".
Concerning assurance of the quality of services provided by the hospital, the
researcher suggests the following:
1. The hospital should set up a quality assurance programme to enhance patient care
through continuous measurement and assessment of hospital operations. The
Ministry of Health should determine the organisational structure for the
development and implementation of the quality assurance programme through a
quality assurance committee at the hospital, with representatives from the Ministry
of Health, the chief executive, the chief of staff, the director of nursing or patient
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services, and representatives from supporting services and units, who would meet
together to assess and evaluate the quality of services provided by the hospital. The
results of such measures would be used basically by concerned department heads
to implement corrective action in respect of problems identified by the quality
assurance programme committee.
2. The hospital should adopt a clinical review ( medical audit) to focus on the quality
of care provided for the individual patients. This would provide a practical and
relevant input to the hospital's educational programme.
In the clinical review process, the department head (nurses, pharmacists ...etc.)
would monitor the quality of care, and the results would be used by the clinical
staff to suggest areas for improving performance and to develop standards for
clinical care for the hospital.
3. The hospital needs a quality control mechanism which could be achieved primarily
through its committee structure:
a) a medical record committee to review the appropriateness of content and timeliness
of medical records;
b) a medical audit committee to conduct studies of clinical problems and practices;
c) a utilisation review committee responsible for monitoring length of stay and other
relevant problems;
4. Pre-set standards of services need to be set, against which to measure and evaluate
the services provided. However, the standards alone will be not be enough as
stated by Strong and Robinson,(1990:88):
"It was not sufficient just to set standards and check records.
If customer service was to get the priority it deserved,
managers needed to get out of the office and see what was
happening in the wards and waiting areas".
The internal standards for the hospital would include the following aspects:
1- Financial standards
These standards would focus on:
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a) Cost per patient per night
b) Cost per bed per patient in the year
c) Cost per unit.
d) Rate of increase per year.
e) Cost of labour.
t) Cost of equipment.
These costs can be compared with the costs of other hospitals and cost of
industry, if information is available.
2- Ser.\ ice standard
The service standard would include units of service provided, as follows.
a) Admissions processed by the admission department.
b) Number of X-ray films processed by the X-ray department.
c) Number of tests processed by the laboratory department.
d) Square footage of floor cleaned by service department.
e) Number of meals served.
These standards indicate the degree in which the department's or programmes
major function was accomplished.
3- Quality of services provided
These standards would focus on how efficiently the service was provided and
include:
a) The accuracy of laboratory tests.
b) The cleanliness of rooms.
c) The completeness of medical reports.
4. Resource standards
Resource standards should include:
a) The quantity and quality of resources available compared with
b) Ideal standards (number of personnel positions filled, proportion of certified
technicians, status of equipment,
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5, Efficiency standards
The efficiency standard include:
a) The amount and quality of services provided for the resources used;
b) Productivity of personnel and equipment;
6. Satisfaction standard
Satisfaction standard would refer to:
a) Satisfaction of the department staff in terms of:
- Number of complaints
- Absenteeism.
- Turnover.( Macstravic:1993:25-26)

8.8. Conclusion

This chapter has examined the possibility of implementation of the performance
audit in the health sector in the United Arab Emirates. The U.A.E government,
through its increasing number of hospitals, provides extensive health services. The
auditing and controlling agencies need to evaluate the performance of the services
provided by those hospitals and evaluate the health programmes, to improve the
quality and quantity of the services and standards. However, only limited data are
processed by hospitals in the U.A.E, and there are no available pre-indicators or
standards for evaluation and comparison purposes. Thus, the auditors would have
great difficulty in obtaining indicators to judge performance and produce a
performance audit report.
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CHAPTER NINE
DATA COLLECTION, ANALYSIS OF
RESULTS AND DISCUSSION

9.1. Introduction

The main purposes of this chapter are to discuss the means of collecting data and
information for the purpose of this research, and to explain the results of the findings

9.2. Data Collection

Data for the empirical study were collected as follows:
1-Through prepared questionnaire
For the purpose of this research the closed type of questionnaire was prepared.
However, space was provided for any additional comments at the end of the czzeEti.(mE.
Formulation of questions was based on the reviewed literature (Saraya:1983,
Jadallah:1983) adapted to suit the environment of the U.A.E and on issues emerging
during discussion with key figures in the State Audit Institution. The questionnaires
covered the following matters:
- Aims and policies in the State Audit Institution
- The Administrative Organisation Chart.
- Functions and Tasks of the S.A.I.
- The scope of the performance audit.
- Time allocation for the audit work in the SM.
- Auditing methods and procedures in the SAT.
- Plans and programmes in the S.A.I.
- Standards and criteria for auditing.
- The auditing reports in the S.A.I.
- The obstacles and requirements for effective auditing in the S.A.I.
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- The need to recruit specialised auditing staff in the S.A.I.
- The aim of performance auditing in the S.A.I
- The budget system and accounting system currently applied.
In order to seek their opinion of the contents and the importance of the questions
in the list of the questionnaire, the researcher discussed them with some of high rank
senior auditors in the SAI. They agreed that the questions cover the purposes of the
research Then copies of the questionnaire were sent to 10 faculty staff in the
accounting department at the U.A.E University to obtain their views as to the validity
and content of the questionnaires. These staff agreed that the questionnaire covered
the research purposes and objectives. A copy of the questionnaire is provided in the
Appendix
In December 1993, the questionnaire was sent to the State Audit Institution and
sufficient time for answering and returning the questionnaire was given. Prior to
distributing the questionnaires to the members of State Audit Institution staff, the
researcher held a discussion meeting with the acting deputy of SAI in Abu Dhabi, the
capital of the U.A.E., to obtain the necessary permission, in accordance with SAI
regulations. He then gave his instructions to each senior official in the SAI, including
the directors and comptrollers, to co-operate with the researcher by distributing and
replying to the questionnaire and granting interviews.
On the next visit to the SAT, discussion was held with all directors and
comptrollers, to explain to them the purpose and objectives of the research and the
importance of collecting the data and information from of SAI staff. They were asked
to distribute the questionnaires to the members of each department. The questionnaires
were distributed to auditing personnel in the following departments of SAI in Abu
Dhabi.
-Department of Auditing Administrative Sector.
-Department of Auditing Economic Sector.
-Department of Auditing Administrative Public Corporations and Subsidised Entities.
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-Department of Auditing Security Sector, Fixed Investments Costs and Pre-Auditing
in Abu Dhabi.
-Department of Following-up Financial Violations.
Each director assigned a secretary to work as a co-ordinator in sending the
questionnaires to the SAI staff and collecting their responses in the envelope provided.
It was planned to distribute the questionnaires at the SAI offices. However, the work
of the auditors in the SAI required them to be available at the places where they were
performing their audit assignments. Therefore, the questionnaires were sent to them.
on the instruction of their directors and comptrollers. Questionnaires were prepared
and distributed to sixty members of the SAT in the United Arab Emirates, with
covering letters in which the researcher introduced himself, explained the aims of the
questionnaires and indicated that the replies would be treated confidentially. During
February and March 1994, replies began to be received, and reminders were sent to
those who had not responded. Eventually, 45 replied, a response rate of 75 percent. It
was said that the remaining auditors could not reply because they were on leave or on
assignments outside the SAL
2- Data were also obtained through in-depth interviews with key figures in the
main SAI departments, after the questionnaires had been returned and
preliminary investigations conducted, to determine which aspects required
further exploration.
The interviews were conducted with:
- the Deputy vice-president of the State Audit Institution;
- the Director of the Department of Auditing-Administrative Sector;
- the Director of Auditing-Economic Sector;
- the Director of Auditing-Administrative Public Corporations and Subsidised
Entities;
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- the Director of Auditing-Security Sector, Fixed Investments Costs and Preauditing in Abu Dhabi,
- the Director of Follow-up of Financial Violations;

For analytical purposes, statistical frequency distribution was used and chisquare test of significance was applied.

9.3. Findings of Questionnaire.

The responses received from the questionnaire survey are presented and
discussed below
TABLE 9-1
AIMS AND POLICIES IN THE STATE AUDIT INSTITUTION

NO.

%

NO.

%

YES
43

YES
95.6

NO
2

NO
4.4

45

There
are
good
and
continuously developed plans
for such aims, and there are
some of the policies which are
consistent therewith.

40

88.9

5

11.1

45

3- These policies are understood
on all the administrative
levels and by the members of
the audit.

35

77.8

10

22.2

45

1- The aims are clearly specified
to all levels at the State Audit
Institution, and in conformity
with the laws, decisions and
main directives for work in
the Institution.
2-

TOTAL
RESPONSES

Table 9.1 indicates the extent to which the aims and policies of State Audit

Institution are clear to members of the auditing and control staff 95.6 percent of
respondents agreed that the objectives and policies are clearly determined, and 88.9
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percent agreed also that there are good, continuously developing plans for those
aims and the policies are compatible with them. 77.8 percent thought that the
policies are comprehended by all the auditing and personnel. Only 22.2 percent
expressed doubt as to whether the policies in the SAI are understood by all staff.
Table 9.2 shows the existence of organisational structure in the SAI which
expresses its tasks and activities, as well as the responsibilities and chain of
command. It also shows the extent to which the chart is believed to be developed
according to management science and the extent of efficiency of work policy and
procedures in the SAI.
TABLE 9-2
THE ADMINISTRATIVE ORGANISATION
IN THE STATE AUDIT INSTITUTION
NO.

4- Is there an organisational
chart for the
State Audit
Institution?
5- Does this organisational chart
show the work and activities
involved?
6- Does this organisational chart
indicate the lines of power and
responsibilities?
7- Is this organisational chart
subject
continuous
to
development according to the
most modern methods
of
scientific management?
8- Are the policies and
procedures of work within the
"Institution" clear?
9- Are the jobs, responsibilities
and authorities clearly specified
in respect to all levels in the
"Institution"?

`)/0

NO.

%

NO.

00

YES

YES

NO

NO

N.S

N.S

T.R

43

95.6

--

--

2

4.4

45

32

72.7

9

18.2

4

9.1

45

35

81.4

3

7.0

4

11.6

42

25

56.8

8

18.2

11

25.0

43

37

84.1

5

11.4

2

4.5

44

37

88.1

3

7.1

2

4.8

42

N.S = Not Sure
T.R = Total Responses
In this respect, the majority of respondents agreed that the SAT has an
organisational chart which specifies the activities and tasks required of each individual
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in the SAI. 81.4 percent of the sample agreed that the chart indicates the chain of
command and responsibilities clearly. In regard to up-dating the chart, 56.8 percent of
respondents said that the chart is developed and altered whenever necessary,
according to modern scientific management theory, but 18.2 percent disagreed. The
table also shows that 84.1 percent of respondents agreed that policies and work
procedures within the SAI are clear and the tasks are allocated to individual auditors
according a work plan, and that each auditor must complete the tasks according to a
time-table assigned for this purpose. 88.1 percent of the sample believed the tasks,
responsibilities and authority are clearly determined for all administrative levels in the
SAI
TABLE 9-3
THE AIMS OF THE STATE AUDIT INSTITUTION

10-To verify that the financial operations in respect

NO.

%

NO.

00

YES

YES

NO

NO

45

100

--

--

45

45

100

--

--

45

42

93.3

3

6.7

45

T.R

of the revenues and expenses were carried out
according to the financial laws and regulations in
force?
11-To ensure the good planning and investment of
the public resources (revenues or expenditures)
12-To make use of the advantages and output of the
government programmes and activities, and to verify
whether

the

ministries

and

the

government

corporations and establishments are efficiently and
effectively achieving their purposes.
T R = Total Responses
Table 9.3 shows unanimous agreement that reasons for establishing the SAI are to
verify the financial operations for both the expenditure and revenues, and to ensure
that all these operations are carried out according to the financial laws and regulations

in the State. In addition, almost all thought the aims were to ensure efficiency and
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effectiveness and determine the extent to which the aims of government programme
have been achieved. Table 9.3 revels that the majority of respondents agreed that the
task of SAI is to ensure the validity and legality of expending the public funds.
Respondents all agreed also, that the mission of SAT is to determine the extent of
efficiency in utilisation of public resources by various government units. Moreover,
93.3 percent agreed that the S.A.I can determine the level of output of government
units in the execution of their programmes and activities.
TABLE 9-4
FUNCTIONS OF THE STATE AUDIT INSTITUTION

13- Design or participate in the audit
system?
14-Evaluate the various audit systems
in the govt. units?
15- Diagnose the problems in the govt.
units?
16- Submit recommendations for
solving the problems?
17- Follow-up the recommendations?
18- Solve the problem?
19- Advise on financial violations?
20- Determine the existing negative
aspects?
21- Study and examine the laws and
regulations?
22- Estimate the extent of conformity
with financial and administrative laws
& regulations?
23- Participate in laying down the
financial and accounting policies of the
government units?
24- Receive and examine complaints
and grievances from employees in the
government units?
25- Evaluate the extent of effectiveness
of the government units?
26- Evaluate the policies of the senior
administration?
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NO.

%

NO.

%

YES
21

YES
48.8

NO
22

NO
51.2

43

42

95.6

3

4.4

45

36

83.7

7

16.3

43

41

91.1

4

8.9

45

38
22
45
45

84.4
51.2
100
100

7
21
---

15.6
48.8
---

45
43
45
45

41

91.1

4

8.9

45

44

97.8

1

2.2

45

9

21.4

33

78.6

43

8

18.6

35

81.4

42

43

95.6

2

4.4

45

29

70.7

12

29.3

41

TOTAL
RESPONSES

Table 9.4 shows the extent to which personnel thought it is appropriate for the
SAI to carry out specific functions
A) 48.8 percent of the respondents agreed that the SA1 may design the control system
for the government units but more than half disagreed, because the nature of the
SAI's function is to monitor and audit the controlling system, not design or
participate in setting the system.
B) 95 6 percent of respondents agreed that it is appropriate for auditing and
controlling agencies to evaluate the various existing controlling systems in the
government units and judge their efficiency and effectiveness
C) In regard to diagnosing the various problems in the government units, 83.7 percent
of respondents agreed that it is proper for the SAT to handle such asks.
D) 91 1 percent of respondents agreed that the auditing and controlling agencies can

submit recommendations for solving problems, while 83 percent thought that it is
appropriate for SAI to follow up the recommendations made., to solve the problem
E) In respect of financial violation, 84.4 respondents agreed that it is an important
function of auditing and controlling agencies to bring to light financial offences and
misconduct which affect the efficiency and effectiveness of government units.
F) The majority of respondents agreed that it is suitable for auditing and controlling
agencies to study and examine the financial laws and accounting system and
regulations in the government units, because the tasks carried out by those units
basically derive from the laws or regulations issued for that purpose. Therefore,
studying these laws and regulations will make it possible to detect any deficiency in
them and to suggest amendments, abolition or additional regulations, to increase
their effectiveness.
G) 97.8 percent of the sample viewed it as appropriate for the SAT to determine the

extent of conformity with financial and administrative laws and regulations.
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H) In respect of participation in laying down the financial and accounting policies for
government units, only 21.4 percent of respondents thought the SAT should do
this. Other respondents thought that it is inappropriate for the SAL because its
function is to audit and monitor the system set by the other units, not to set or
participate in the tasks assigned to others.
I) In regard to investigating the complaints and grievances of employees in the
government units, 81.4 percent of respondents thought it is unsuitable for SAT to
carry out this function and that it would be preferable to assign this task to another
agency, such as the Civil Service Council, which through its committee, can
examine and investigate complaints and issue instructions accordingly.
J) The table also shows that the majority agreed that the SAT should evaluate the
extent of efficiency and effectiveness of government units. 70.7 percent of total
respondents agreed that the SAT should evaluate the policies of the upper
administrative level.
TABLE 9.5
TYPE OF AUDIT
27- Regulatory and legality
Auditing
90%

28-Efficiency

29-effectiveness

Auditing

Auditing

7%

30-Program

result

auditing

3%

Table 9,5 shows the different elements of audit which are normally carried out by
the audit section in the SAT.
90 percent of respondents said that the financial, regularity and compliance
audit were performed, while 7 percent said that they also carry out economy and
efficiency audit and only 3% said they also carried out effectiveness audit to some
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degree However, there was no indication of carrying out any audit of programme
results.

TABLE 9-6
THE FIELDS OF THE PERFORMANCE AUDIT

31- Whether the plans and aims

are clearly specified and whether
the unit's policies are in
conformity therewith?
32- Whether the administrative
data are gathered in a systematic
and orderly way?
33- Verify the accuracy of the
reports
prepared
the
by
administration,
how
and
appropriate they are?
34- Evaluate the extent of
accuracy and appropriateness of
the various audits?
35- Evaluate the available
standards
and
measures
perfomiance?
36- Assist the administration in
the evaluation and audit of the
work and different services?

NO.

%

NO.

%

YES
45

YES
100

NO
--

NO
--

45

44

97.8

1

2.2

45

45

100

--

--

45

44

97.8

1

2.2

45

42

95.3

2

4.7

44

34

79.1

9

20.9

41

TOTAL
RESPONSES

Table 9.6 indicates that for government auditing to be an effective tool to evaluate
the performance of government programmes and activities, there should be a
comprehensive audit for of all programme elements and consequently, the majority of
respondents agreed on the elements contained in performance auditing
All agreed that the performance audit includes examining and evaluating whether
the plans and aims are determined clearly and whether the unit's policy is in conformity
with these plans and objectives.
In regard to effectiveness of the management information system, nearly 98
percent responded affirmatively. All respondents agreed that the performance audit
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verifies the accuracy of the reports prepared by the government administration. In
regard to evaluation of the accuracy and appropriateness audits , the majority of
respondents agreed. Also, 95,3 percent of respondents agreed that the performance
audit evaluates the available standards and measurements of performance. With
respect to assisting the senior management in evaluating the tasks and services, 79.1
percent of respondents agreed that the performance audit should provide such
assistance.

TABLE 9- 7
RESPONSIBILITY OF CARRYING OUT THE
PERFORMANCE AUDIT ASPECTS

37- The financial directors in the
unit?
38- Auditors from outside the
unit?
39- The sections of internal
auditing unit?
40- A committee or a team of the
unit's auditors?
41- The authorities of external
auditing (SAT)

NO.

%

NO.

%

TOTAL

YES

YES

NO

NO

RESPONSES

9

23.7

29

67.3

37

23

59.0

16

41.0

39

23

57.5

17

42.5

40

10

26.3

28

73.7

38

35

83.3

7

16.7

42

Table 9.7 indicates that 67.3 percent of respondents would not wish the financial
manager in the units to carry out the tasks listed in table 9.7. 59 percent believed that
those tasks should be carried out by auditors from outside of the units, and 57.5
percent favoured internal auditing. Not surprisingly, however, the preferred option
chosen by 83.3 percent of respondents, was audit by the SAI, as an independent body.
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TABLE 9.8
AIMS OF THE PERFORMANCE AUDIT IN
THE STATE AUDIT INSTITUTION

42- That the main aim of the
performance audit in (S.A.I) is to
evaluate the performance of the
governmental administration?
43That the task of the
performance audit is not to
determine the problem, but to
propose the appropriate solutions
therefor9
44- That the tasks of the
performance audit should not go
beyond identifying the core of the
problem?
45- The performance audit aims at
assisting the government depts. to
solve their problems?
46- That the carrying out of
audit
requires
performance
knowledge of the technical aspects
when evaluating the government
rnment
programmes
and
activities,
therefore the "Institution's" auditors
need to be specially qualified and
trained before undertaking the
audit?
47- That the performance auditors
are the ones who determine the
standards of performance for the
government
programmes
and
activities
That the performance audit should
evaluate the performance of all
employee at :
48- All levels
81.8 %
49- Administrative levels 26.1%
50- Operations' levels? 44.0%

NO.

%

NO.

°A

YES
39

YES
92.9

NO
3

NO
7.1

RESPONSES
42

30

73.2

11

26.8

41

10

25.0

79

72.5

39

TOTAL

1

38

90.5

43

100

4

--

9.5

42

--

43

1

13

30.2

30

69.8

43

The above table shows the aims of performance audit. 92.9 percent of all
respondents agreed that the main aim of performance audit is to evaluate the
performance of the government unit. 73.2 percent also agreed that the aim is not only
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to determine the problem but also to propose the appropriate solution to solve the
problem. It was widely believed that in order to perform the performance audit
properly, special preparation and training is necessary for the audit team. With regard
to determining performance measurements, 69.9 percent of respondents disagreed this
is a task for the performance auditor in SA1; their role is, rather, to evaluate the
programmes and activities and the performance measures available at the government
units to see whether these measurements give a true picture of the results achieved. In
respect of the dimension of performance audit, 81.8 percent of respondents believed
that the performance audit should be performed at all management levels, though only
44 percent thought that it should be performed at operational level.

TABLE 9.9
AUDITING METHODS IN THE STATE
AUDIT INSTITUTION

51- Auditing of the documents
and records.
52- Examining whether the laws,
rules
and regulations
are
appropriate and suitable.
53- Observation and Viewing.
54- Holding of interviews.
55-Using questionnaires
56- Initial surveying of the
operations required to be audited
57- Data analysis ( past with
present and present with future)
58- Data analysis ( within the
unit)
59- Comparisons with similar
units

NO.
APP.

%
APP.

NO.
IN APP.

%
IN APP.

T.R

45

100

--

--

45

45

100

--

--

45

40
35
23
40

93.0
83.3
53.5
93.0

3
7
20
3

7.0
16.7
46.5
7.0

43
42
43
43

33

80.5

8

19.5

41

34

82.9

7

17.1

41

31

77.5

9

22.5

40

APP= Appropriate
IN APP = In Appropriate
T.R = Total Responses
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Table 9.9 shows the views of auditors as to the appropriateness or otherwise of
specific methods. All respondents agreed that the auditing of documents, records and
transactions is appropriate, as is examining laws and regulations in regard to those
records and transactions. Observation was favoured by 93 percent of respondents,
while 83 3 percent said that personal interview is also an appropriate method in
auditing Questionnaire survey was favoured by more than half of the sample, though
it was less favoured than other methods. 93 percent of respondents agreed that
conducting a pilot study of operations prior to commencing the audit tasks is
appropriate for the SAI auditors. 80.5 percent of respondents said that analysing data
and comparing between different periods of times is appropriate and 82.9 percent
favoured such analysis within the unit. In case of comparing among identical units,
77.5 percent of responses said it is an appropriate method in the auditing process.

TABLE 9-10
CRITERIA OF AUDITING IN THE STATE
AUDIT INSTITUTION
NO.
YES

%
YES

NO.
NO

%
NO

NO.
N.S

%
N.S

T.R

40

89

2

4

3

7

45

7

17

25

63

8

20

40

60- The standards of auditing are
considered as the measurement of
the
occupational
level
of
performance . Is there any
necessity for the existence of
standards of government auditing
independent of that of the private
sector auditing.
61- Do the SAT auditors utilise
or
specific
standards
measurements by means of which
they are able to determine the
effectiveness
of
government
programmes and activities?

62- How far are these standards used to judge the effectiveness of the government
programmes and activities in the" Institution's" reports.
Always (6%) Sometimes (8%)

To

an Extent (11%)

N.S = Not Sure
T.R Total Responses

293

Not Used (75%)

The above table (9.10)reveals the responses of SAI auditors regarding the
necessity of adopting government auditing standards, independent from the standards
used in the private sector. 89 percent of respondents indicated that it is necessary to
adopt separate standards for government auditing, because the nature of the
government unit is different from that of the private sector unit.
However, only 17 percent said they rely on specific standards when investigating
efficiency in government units. Further investigation revealed that these standards are
financial ratios applied by the auditors when evaluating economic operations in
economic sectors, not in the government service sectors. 63 percent said they did not
rely on any type of standard, because such standards are not available in the SAI. As
the third question in the table indicates, even among those who claimed to use such
standards, there was disagreement as to the extent to which these are reflected in the
SAI's reports, only six percent saying they were always used, and eight percent that
they were sometimes used and eleven percent that they were used to some extent.

63- ALLOCATION OF TIME AMONG AUDITING TASKS (TABLE 9-11 A- E)

TABLE 9-11 A
A- VERIFYING THE ACCURACY AND
VALIDITY OF PROOF OF THE
TRANSACTION
Percent of time allocated

percent of responses

total number of responses

2.85
28.57
14,28
17.14
8.57
11.42
2.85
8.57
5,70

1
10
5
6
3
4
1
3
2

0<5
5 < 10
10<15
15 < 20
20 < 25
25 < 30
30 < 35
35 < 40
40 < 45
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TABLE 9-11 B
B VERIFYING THE EXTENT OF CONFORMITY
WITH THE LAWS, RULES AND REGULATION
Percent of time allocated

percent of responses

0<5
5 < 10
10<15
15 < 20
20 < 25
25 <, 30
30 < 35
35 < 40
40 < 45

11.42
5.70
22.85
14.28
14.28
11.42
2.85
14.28
2.85

total number of
responses
4
2
8
5
5
4
1
5
I

TABLE 9-11C
C- DETERMINING THE EXTENT OF EFFICIENCY
AND ECONOMY IN THE UTILISATION OF
PUBLIC FUNDS

Percent of time allocated

percent of responses

0<5
5 < 10
0<15
15 < 20
20 < 25
25 < 30
30 < 35
35 < 40
40 < 45

5.70
22.85
8.57
25.70
11.42
8.57
2.85
5.70
8.57
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total number of
responses
2
8
3
9
4
3
1
2
3

TABLE 9-11 D
D- EXAMINING, AND EVALUATING THE
EFFECTIVENESS
Percent of time allocated

percent of responses

0<5
5 < 10
10<15
15 < 20
20 < 25
25 < 30
30 < 35
35 < 40

total number
responses

of

4
8
5
10
3
1
2
2

11.42
22.85
14.28
28.57
8.57
2.85
5.70
5.70

TABLE 9-11 E
E- EXAMINING, AUDITING AND OTHER WORK
Percent of time allocated

percent of responses

0<5
5 < 10
10<15
15 < 20
20 < 25
25 < 30
30 < 35

14.28
42.85
8.57
11.42
14.28
2.85
5.70

Total Number of
responses
5
15
3
4
5
1
2

Tables 9-11 A-E show the time allocated by the auditor to various tasks: ensuring
the safety and assurance of operations; ensuring the legality of operations; ensuring
efficiency and economy; effectiveness and programme results; and other tasks beside
their normal auditing tasks.
31.42 of the responses indicated that 10-20 percent of time was spent on ensuring
the safety and occurrence of the operations for both revenues and expenditures and
related matters, while more than half of the responses indicated that the auditing of
legality and compliance represented 15-20 percent of the total time allocated when
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performing auditing. Therefore, regularity and compliance auditing takes up more than
40-50 percent of the time allocated the auditing in the SAT. In regard to efficiency and
economy auditing, 22.85 percent of the responses indicated that this type of audit
takes 5<10 percent of the allocated time. With regard to effectiveness auditing 22.85
percent indicated that it takes 5-10 percent of the time allocated for the auditing. In
respect of performing other tasks beside their normal auditing tasks 42.85 percent of
the respondents indicated that this takes less than 10 percent of their auditing time.
11.42 percent indicated that it takes 15 - 20 of the allocated time while 14.28 percent
allocate 20 < 25 of their time for such the other tasks. Such tasks would include, for
example, study of specific problems, replying to findings in previous reports and any
other tasks required by their departments.
TABLE 9-12

THE REQUIRED SPECIALISATION IN THE
STATE AUDIT INSTITUTION
NO.

%

NO.

%

NO.

%

YES
41

YES
93.2

NO

NO

2

4.5

NS
1

N.S
2.3

44

36

81.8

5

11.4

3

6.8

44

41

93,2

2

4.5

1

2.3

44

67- Architecture

29

67.4

8

18.6

6

14.0

43

68- Medicine

25

58.1

11

25.6

15

16.3

43

69- Psychology

16

39.0

17

41.5

8

19.5

41

70- Statistics

36

83.7

4

9.3

3

7.0

43

71- Agronomy

23

53.5

12

27.9

8

18.6

43

72- Sociology

15

36.6

16

39.0

10

24.4

41

73- Law

42

95.5

2

4.5

--

---

44

64-

and
Accounting
auditing
65- Management and public
administration
66- Economy

N.S = Not Sure
T.R = Total Responses
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T.R

Table 9.12 reflects respondents' views as to the specialisations required in the
SAI. The majority thought that it is important to strengthen the SAT's auditing and
controlling aspects by appointing staff in accounting and auditing, management and
public administration, engineering, medicine, statistics, agronomy and law. Psychology
and sociology were seen as less relevant; more than 80 percent saw no need to appoint
staff with those specialism&

TABLE 9-13
PLANS AND PROGRAMMES IN THE STATE
AUDIT INSTITUTION
•%

NO.

%

No.

%

YES

YES

NO

NO

N.S

N.S

42

100

--

--

--

--

42

43

95.6

2

4.4

--

--

45

33

76.7

8

18.6

2

4.7

43

NO.

74- Is there a general plan
or a work programme in the
"Institution"?
If the answer is Yes:
75- Are the concerned
depts. and sections in the
"Institution"
asked
to
participate in preparing the
plan?
76- Are the members of the
audit asked to participate,
in order to find out their
personal point of views and
opinions.

T.R

N.S = Not Sure
T.R = Total Responses

Table 9-13 shows the planning and programming for the operations of SM. All
the responses indicated that there is planning in the SAT and the SAI relies on the annual
plan and work programme to accomplish its operations. In regard to the participation in
preparing and developing the plan, the majority of responses agreed that the department
and controllers participate in the planning process. 95.6 percent indicated that the
auditing staff usually participate in preparing plans for their operations.
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TABLE 9.14
THE AUDITING REPORTS IN THE
STATE AUDIT INSTITUTION
NO.
ALW
1

77- Take care of the different
matters in an exaggerated
manner
78- Involve explaining the 41
financial aspects and the
extent of conformity with the
laws and regulations and the
violation thereof
79- Explain the extent of 29
efficiency in utilising the
public resources.
80the 23
Show
misappropriation of public
resources.
81- Explain the extent of 20
effectiveness in achieving the
output of the programmes.
82- Determine the reasons 18
which caused the failure to
achieve the output of the
programmes.
83- Advise on government 14
which
programmes
were
executed without studying the
existing alternatives.
84- Advise on government 22
programmes
which
were
rectified.
85- Advise on financial 32
violations which were not
rectified
86- Advise on administrative 13
violations
which
were
rectified.
87- Advise on administrative 20
violations which were not
rectified.
88- Involve the demand to find 35
and provide for the financial
and accounting rules and
regulations.

ALW= Always ST = Some Times
NR = Never T.R = Total Responses
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%
ALW
2.4

NO.
ST
10

%
ST
24.4

NO.
NR
30

%
NR
73.2

T.R

91.1

4

8.9

-

-

45

64.4

12

26.7

4

8.9

45

54.2

19

45.8

-

-

42

46.5

19

44.2

4

9.3

43

41.9

19

44.2

6

14.0

43

34.1

23

56.1

4

9.8

41

48.9

17

37.8

6

13.3

45

72.7

9

20.5

3

6.8

44

31.0

15

35.7

14

33.3

42

47.6

10

23.8

12

28.6

42

77.8

6

13.3

4

8.9

45

41

Table 9 14 shows the nature and the contents of SAI reports. In this respect, 73.2
percent of the respondents indicated that the SAI reports do not deal with matters in
the report in an exaggerated manner. The majority of responses indicated that the
reports include explaining the financial aspects and the extent of compliance with laws
and regulations. Also 26.7 cY0 of responses indicated that the reports sometimes include
the extent of efficiency in utilising public funds. In regard to misuse of public
resources, more than half of responses indicated that the SAI reports clarify such
misuse Less than half of responses said that the reports sometimes explain the
effectiveness in achieving programmes. The results in the table also show that 72.7 00
of responses said that those reports include financial violations that were not rectified.
Also, the reports include administrative violations that have been rectified. 31 percent
of respondents said SAI reports present administrative violations that have not been
rectified. The 77.8 percent of total responses indicated that the SAT reports involve the
demand to issue the financial and accounting laws and regulations in the units under
the SAI's control.
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TABLE 9.15
INTERNAL OBSTACLES TO EFFECTIVE
AUDITING

89- The complaints and
some
resistance
of
to
modem
employees
methods because they are
unable to adapt to changes.
90- The auditors' lack of
knowledge and scientific
methods.
91- Inefficiency of the
qualified
to
persons
required
undertake the
tasks.
92- Shortage of qualified
and specialised auditors,
and
inclination
their
towards jobs which may
pay higher salaries or give
better prestige.
93- Absence of a guide in
performance
undertaking
audit.
94- Absence of standards
for
measurements
and
performance audit.
95- Lack or inadequacy of
training programmes.
96- Inadequacy of the funds
and provisions necessary
for the performance audit in
the Institution's budget.

%

NO.
YES

%
YES

NO.
NO

%
NO

NO.
N.S

N.S

T.R

35

77.8

8

17.8

2

4.4

45

21

48.8

15

34,9

7

16.3

43

24

57.1

13

31.0

5

11.9

42

31

73.8

5

11.9

6

14.3

42

35

79.5

9

20.5

-

-

44

27

62.8

14

32.6

2

4.7

43

31

70.5

9

20.5

4

9.1

44

26

59.1

10

22.7

7

15.9

44

N.S = Not Sure
T.R = Total Responses
Table 9.15 shows the extent to which internal obstacles are thought to affect the
auditing tasks in the SAL 77.8 percent of total responses agreed that the adoption of
new techniques might cause difficulty, as extra responsibilities will be imposed on
auditors. Also, 48.8 indicated that they would need to extend their knowledge, since
the knowledge of new techniques is limited in the SAI. 73.8 percent agreed that there
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is a lack of expert auditors to perform the new auditing tasks, because many of them
leave the SAI for jobs which pay higher salaries or carry greater prestige. Also, there
is no performance audit manual to help auditors, nor are there performance standards
and measurements or sufficient training programmes, especially for performance
auditing.
TABLE 9,16
EXTERNAL OBSTACLES TO EFFECTIVE
AUDITING

97- Backwardness of the
financial,
administrative
and accounting information
system.
98- Weakness of the
internal audit or its absence
in the first place.
99- Failure to specify the
units of standard for the
work unit.
100- Failure to specify
aims,
the
accurately
for
the
especially
programmes in which the
aims can be measured.
101- Lack of experts with
specialised technical skills
in the technical activity.
102- The present form of
the budget (chapter and
items).
103- Lack of sufficient
independence for the senior
audit authority.
104- The accounting system
is unable to provide the
necessary information for
the performance audit.

No.

0/0

YES
39

%
NO
6.7

NO.
N.S
3

%
N.S
6.7

T.R

YES
86.7

NO.
NO
g

43

95.6

1

2.2

1

2.2

45

38

88.4

3

7.0

2

4.7

43

34

77.3

7

15.9

3

6.8

44

34

79.1

5

11.6

3

9.3

43

33

73.3

8

17.8

4

8.9

45

16

38.1

24

57.1

2

4.8

42

35

77.8

8

17.8

2

4.8

45

45

N.R = Not Sure
T.R = Total Responses

Table 9.16 shows external factors that reduce the quality of auditing tasks in
the SAI. In this respect, 86.7 percent indicated the backwardness of the financial,
administrative and accounting information systems in the units under audit and control
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by the SAI. With regard to the internal control system, 95.6 percent of total responses
agreed that the internal control system in the government units is weak or nonexistent. Non-availability of measurement units in the government unit increased the
obstacles. 77.3 percent indicated that the aims of government programmes are not
accurately specified, even where the aims can be measured. There is a lack of
technical expertise. 73.3 percent of respondents revealed also that the government
budget in its current form increases the obstacles for the SAT in auditing and
controlling. Regarding the degree of independence, more than half of the responses
agreed that the SAT enjoys independence from the auditee, but a worrying 38.1
percent indicated that the SAI lacks independence.
TABLE 9.17
THE BUDGET SYSTEM APPLIED

105- Is the present classification of the
public budget in the United Arab
Emirates the best basis for preparation
thereof?
106- Auditing the items of expenditure
and conformity with law.
107- Economy and efficiency in utilising
public resources.
108- The effectiveness of programmes
and activities in achieving aims.
109- Measuring and evaluating the
government services.
110- Is it possible to prepare the budget in

NO.

%

NO.

%

NO.

%

YES
5

YES
11

NO
34

NO
76

N.S
6

N.S
13

T.R
45

38

88

3

7

2

5

43

5

11

36

82

3

7

44

2

5

37

84

5

11

44

5

11

34

76

6

13

45

35

80

5

11

4

9

44

41

93

2

5

1

2

44

U.A.E. on the basis of the programmes
and performance?
ill- Is it necessary to develop the
structure of the present budget to cover
the aspects of planning, controlling,
efficiency and effectiveness?

N. S. = Not Sure
T.R = Total Responses
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Table 9.17 reveals that 76 percent of total responses indicated that the current
classification of the general budget in the United Arab Emirates is not a good basis for
preparing the budget estimation. Although it achieves partial financial control on
expenditures and compliance with budget instructions, on the other hand, it does not
achieve economy and efficiency in utilisation of the public funds, nor the effectiveness
of government programmes results, and it does not facilitate evaluation of government
services financed through the budget. The table also shows the possibility of preparing
the general budget estimation in the U.A.E on the basis of a programme performance
budgeting approach. 80 percent agreed that it is possible to prepare the budget in the
U.A E on the programme performance budgeting approach, and the majority, also,
indicated that it is necessary to improve the present budget structure to include aspects
of planning, controlling, efficiency and effectiveness. Referring to Table 9.18 and
analysing the results shown, the majority of r6spondents indicated that to introduce
performance auditing in the SAI it would first be necessary to overcome the following:
1-The current budget system in the UAE blocks the way to adopting any advanced
audit approaches, since it is a traditional budget system which concentrates only on
the expenditure side, and ignores other dimensions such as economy, efficiency and
effectiveness of spendings.
2-The organisational structure for some ministries and government units has not yet
been completed. Therefore, the chain of command and the responsibility for each
function in the organisation are vague and not determined clearly.
3-The government accounting system currently applied might be an obstacle, since the
accounting system reflects the form and type of budget applied and there is an
interrelationship between the accounting system and the budget system.
4-The management information system in government units does not assist the
auditors to gather data and information needed for performance auditing.
Therefore, prior to performance auditing, the financial and administrative
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information system in the government units must be improved, since the auditor
needs accurate and timely data and information.

TABLE 9.18
ACCOUNTING SYSTEM IMPLEMENTED

112-The
current
accounting
system in the government units
fulfils the requirements of the
depts.
113- The current accounting
system provides all the data
necessary to analyse the
planning and cost and benefit
analysis.
114- The accounting system
implemented helps the auditor
government
to
evaluate
operations..

NO.
YES

%
YES

NO.
NO

%
NO

NO.
N.S

%
N.S

T.R

8

18

32

73

4

9

44

4

9.1

36

81.8

4

9.1

44

12

27.1

29

65.9

3

7

44

N.S = Not Sure
T.R = Total Responses
In regard to the present accounting system (Table 9.18), 73 percent said the
present accounting system in government units does not fulfil the needs of government
administration. 81.8 percent of responses also indicated that the applied accounting
system can not provide the necessary data and information for the purposes of
planning and cost benefit analysis. Moreover, it is unable to generate and provide
appropriate and timely data and information for the government auditor to evaluate the
operations. There is a need to improve the system if it is to be able to serve the aims
of performance auditing.

305

9.4. Test of significance

1- Hypothesis 1 (H 1)
Staff of the SA1 believe that the existence of proper specific objectives in the
SA1 facilitates the performance of SA1 in conducting its audit responsibilities.
This hypothesis was tested by using responses from the questionnaire,
concerning the specification of objectives, development of plan and policies in
conformity with laws and understanding of the audit members.
Results of the questionnaire were explained as following:
Yes %

No. %

1.

43

95.6

2

4.4

2.

40

88.9

5

11.1

3.

35

77.8

10

22.2

Question No.

In this case the results strongly support the hypothesis. In other words, the
findings show that the SAI maintains proper objectives which can be carried out by
its members effectively and that the SAI auditors understand these objectives when
carrying out their responsibilities.

Hypothesis 2 ( H 2)
Staff of the SAI believe that relying on an effective organisation structure
facilitates performing its responsibilities

This hypothesis was tested by the Chi-square. The results are presented in
Table (9-19)
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TABLE 9-19
CHI-SQUARE TEST OF SIGNIFICANCE FOR
THE ADMINISTRATION ORGANISATION
STRUCTURE IN THE (SAI)
%
Not
sure
4.4

X2 value

DF

S.I value

37.3556

1

.0001

Hypothesis/
Accepted
Rejected
Accepted

18.2

9.1

31.2727

2

.0001

Accepted

81.4

7.0

11.6

44.8372

2

.0001

Accepted

7

56.8

18.2

25.0

11.2273

2

.0036

Accepted

8

84.1

11.4

4.5

51.3182

2

.0001

Accepted

9

88.1

7.1

4.8

56.7143

2

.0001

Accepted

Question
No.

%
yes

%
No

4

95.6

--

5

72.7

6

S.I = Significance Level

From the table (9-19) it is proved that the Hypothesis (Ho 2) can be accepted as
we can see from the table items (4-9 ) that significance was < 0.05. This test denotes
that there is a significant association of opinion among the auditors in the SAI as a
whole that the SAI carries out its responsibilities according a modern method with
clear policies, procedures, and the distribution of responsibilities in its organisational
structure.

Hypothesis 3 (H 3)
Staff of the SAI believe that the obstacles in the SAI hinder the SAI from
performing effective audit of government entities under its control in terms of
a-complaint and resistance to new methods and techniques introduced
b- lack of the auditor's knowledge
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c- shortage of competent auditors
d- absences of audit guidance and standard
e- lack or inadequacy of training programmes
f- lack or insufficiency in the funds for the audit
a- inadequate legislation for effective audit
b- lack of technical auditors
c- lack of audit guide for performance audit
d- lack of standards for audit

The hypothesis was tested by the chi-square test of value, the results of
which are shown in Table (9-20).
TABLE 9-20
CHI-SQUARE TEST OF SIGNIFICANCE OF THE INTERNAL
OBSTACLES IN THE (SAI)
X2
value

DF

S.I
value

41.2000

2

.0001

Hypothesis
Accepted
Rejected
Accepted

16.3

6.88837

2

.0320

Accepted

31.0

11.9

13.0000

2

.0015

Accepted

73.8

11.9

14.3

31.0000

2

.0001

Accepted

93

79.5

20.5

----

15.3636

2

.0001

Accepted

94

62.8

32.6

4.7

21.8140

2

.0001

Accepted

95

70.5

20.5

9.1

28.1364

2

.0001

Accepted

96

59.1

22.7

18.1

31.0909

2

.0001

Accepted

Question
No.

00
Yes

wo
NO

89

77.8

17.8

Not
Sure
4.4

90

48.8

34.9

91

57.1

92

00

S.I= Significance Level
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From Table (9-20) it is evident that the significance level was < 0.05 and the
results of Chi-square test for the questions (89-96) strongly support the hypothesis
in respect of the existing internal obstacle in the SAT which affect its performance in
performing its responsibilities and expanding its role to include the utilisation of new
and modern audit methods and techniques such as performance audit approach.

Hypothesis 4 (H 4)
Staff of the SAI believe that obstacles in the government units under the SAI's
control prevent the SAI from performing effective audit

This hypothesis was tested by chi-square X2. The result of the test of
significance is shown in the Table (9-21)

TABLE 9-21
CHI-SQUARE TEST OF SIGNIFICANCE FOR
THE EXTERNAL OBSTACLES
Question
No.

%
yes

% No

X2 value

DF

S.I
value

6.7

%
Not
sure
6.7

57.6000

2

.0001

Hypothesis/Ac
cepted
Rejected
Accepted

97

86.6

98

95.6

2.2

2.2

78.4000

2

.0001

Accepted

99

88.4

7,0

4.6

58.6512

2

.0001

Accepted

100

77.3

15.9

6.8

38.7722

2

.0001

Accepted

101

79.1

11.6

9.3

40.5116

2

.0001

Accepted

102

73.3

17.8

8.9

32.9333

2

.0001

Accepted

S.I = Significance Level
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From the table (9-21) it can been seen that the H 3 was accepted at P < .05 The
evidence was confirmed by the chi-square X2 test results as presented in the table (421) grouped in the questions (97-102), the lack of financial, administrative and
accounting information system, the deficiency or the absence of internal auditing, the
failure to specify the aims of the programmes with lack of expert for the technical
activities and the form of the current general budget classification ( line item)
regarded by the responses as main external obstacles contributing in weakening the
position of the Ski in carrying out its responsibilities. Although there was some
variation in X2 value, the opinion of the respondents was strong that there are

Hypothesis 5 (H 5)
Staff of the SAI believe that there is necessity of developing auditing standards
for the government auditing separate from the standards of private sector and the SAI
auditors apply standard in their work.
The test result is presented in the following table (9-22)

TABLE 9-22
CHI-SQUARE TEST OF SIGNIFICANCE OF THE
STANDARDS IN THE (SAI)

X2
value

DF

S.I
value

4.0

%
Not
Sure
3.0

58.6512

2

.0001

Hypothesis
Accepted
Rejected
Accepted

63.0

20.0

2.6486

2

.2660

Rejected

Question
No.

%
Yes

%
NO

60

89.0

61

17.0

S.I = Significance Level
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From the Table (22) it is evident that the null hypothesis (2) was rejected, as the
P value .2660 is > P .05. This evidence was assured by the chi-square test value
2.6486. Thus there was strong agreement among the respondent that there should be
separate standards for the government auditing distinguishing it from the standards
which currently applied in the private sector. In addition the test supports the
evidence that the SAI auditors do not apply any auditing standard when they perform
their auditing responsibilities.

.Hypothesis 6 (H 6)
Staff of the SAI believe that the Current budget system in the U,A.E is not an
ideal basis for preparation of budget appropriations

This hypothesis was tested by Chi-square test of significance. The result is
presented in Table (9-23)
TABLE 9-23
CHI-SQUARE TEST OF SIGNIFICANCE OF
THE CURRENTLY APPLIED BUDGET
SYSTEM IN THE U.A.E
Question
No,

%
yes

%
No

X2
value

DF

S.I
value

76.0

%
Not
sure
13.0

42.3182

2

.0001

Hypothesis/
Accepted
Rejected
Accepted

105

11.0

106

88.0

7.0

5.0

60.5909

2

.0001

Accepted

107

11.0

82.0

7.0

40.7907

2

.0001

Accepted

108

5.0

84.0

11.0

45.2558

2

.0001

Accepted

109

11.0

76.0

13.0

40.5116

2

.0001

Accepted

S.I = Sign . ficance Level
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Table 9-23 shows that the significance level was P< .05 which leads us to accept
the hypothesis. A chi-square result of 60.5909 shows that the current budget is
thought to achieve the purposes of auditing and control. In terms of achieving
economy and efficiency and effectiveness there was a strong agreement of opinion
that the current budget fails to achieve them. This conclusion is confirmed by the
result of Chi-square and test of level of significance P< .05 (see Table 9-23) and
the percentages of the responses to the questionnaires.

Hypothesis 7 (H 7)

Staff of the SAT believe that, it is possible to prepare the General Budget in the
U.A.E on the basis of programme performance budget.

The test result of this hypothesis is shown in the Table (9-24).

TABLE 9-24
CHI-SQUARE TEST OF SIGNIFICANCE OF APPLYING THE
PROGRAMME PERFORMANCE BUDGET IN THE U. A.E

Question

%

%

%

X2

No.

yes

No

Not

value

DF

S.I

Hypothesis/

value

Accepted
Rejected

sure
110

80.0

11.0

9.0

42.3182

2

.0001

Accepted

111

93.0

5.0

2.0

70.9545

2

.0001

Accepted

S.I Significance Level
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Referring to the table (9-24) the Ho was accepted, with a test result of P< .05
The Chi-square shows the strong association of opinion among the respondents
regarding the need to prepare the budget on the basis of a programme performance
system to ensure the efficiency and effectiveness of government programmes.

Hypothesis 8 (H 8)
Staff of the SAI believe that there is a need to appoint staff with different
qualifications in SAI, to perform effective audit.

This hypothesis was tested by chi-square of test of significance. The results of the test
are shown in the following table (9-25).
According to the table (9-25), the test of significance leads to the acceptance of
hypothesis. Chi-square and significance level were as follows:
a) accounting and auditing X2 value 70.9545 p< ,05
b) management and public administration x2 Value 46.6818 P< .05
c) economy X2 Value 70.9545 P< .05
d) architecture X2 value 22.6512 P< .05
e) medicine X2 value 12.4651 P< .0020 P< .05
f) statistics X2 value 49.1628 P< .05
g) law X2 value 36.3636 P< .05
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TABLE 9-25

CHI-SQUARE TEST OF SIGNIFICANCE OF RECRUITING
STAFF WITH DIFFERENT QUALIFICATIONS
IN THE (SAI)
Question

00

0/0

%

No.

yes

No

Not

X2 value

DF

S.I

Hypothesis/

value

Accepted
Rejected

sure
64

93 2

4.59

2.3

70.9545

2

.0001

Accepted

65

81 8

11.4

6.8

46.6818

2

.0001

Accepted

66

93.2

4.5

2.3

70.9545

2

.0001

Accepted

67

67.4

18.6

14.0

22.6512

2

.0001

Accepted

68

58.1

25.6

16.3

12.4651

2

.0020

Accepted

69

39.0

41.5

19.5

3.5610

2

.1686

Rejected

70

83.7

9.3

7.0

49.1628

2

.0000

Accepted

71

53.5

27.9

18.6

8.4186

2

.0149

Accepted

72

36.6

39.0

24.4

1.5122

2

.4695

Rejected

73

95.5

4.5

--

36.3636

2

.0001

Accepted

S.I = Significance Level
Despite the variation in the X2 value, as seen in the table, there was a strong
agreement among the respondents regarding the importance of availability of various
fields of knowledge, and the need to appoint staff with various qualifications in the
SAI to achieve the objectives of performance of audit
Requirement of staff in other fields as shown by the test of significance (P> .05),
was not favoured by the respondents, as shown by the following results: Psychology
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X2 3.5610 P< .1686 and sociology X2 1.5122 P< .4695 > .05. Thus these were
rejected, indicating that the respondents were not in favour of appointing those
specialisms in the SAI.

Hypothesis 9 (H 9)
Staff of the SAI believe that the accounting system currently applied in the
government units does not achieve the purpose of government budgeting and fulfil the
requirement of government units.

The hypothesis was tested by the chi-square test, and the result is shown in Table
(9-26).
TABLE 9-26
CHI-SQUARE TEST OF SIGNIFICANCE OF CURRENTLY APPLIED
ACCOUNTING SYSTEM IN THE U.A.E
Question
No.

%
yes

%
No

112

18.0

73.0

%
Not
sure
9.0

X2
value

DF

S.I
value

22.6818

2

.0001

Hypothesis/
Accepted
Rejected
Accepted

113

9.1

81.8

9.1

38.3636

2

.0001

Accepted

114

27.1

65.9

7.0

21.3182

2

.0001

Accepted

S.I = Significance Level

Referring to Table (9-26) the hypothesis was accepted, at a significance level
P< 0.05. There is significant agreement among the respondents that the accounting
system currently in use does not achieve and fulfil the requirements of the budget and
government requirements. This result is also confirmed by the percentage of
responses among the respondents (see Table 9-18).
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9.5. Discussion and Summary of Main Questionnaire Findings

1-Aims and Policies in the State Audit Institution

The determination of aims in the State Audit Institution facilitates and harmonises
the relationship between the institution's auditors and the auditees, and the executive.
It also eases the work of the audit members, because they know what is expected
from their work and the degree of their involvement in the audit process. Moreover,
the SAI has a duty both to its clients and the wider community, to assist the client in
identifying and implementing changes which will improve the administration of public
funds, an important result of every audit is a record of the improvement in the
management system and structures and financial administrative in general.
The aim in asking the questions in Table (9.2) was to identify whether the SAF s
auditors have a good perception of the aims and policies in the SAT, whether these
aims and policies are developed in accordance with the laws and directives governing
the SAI, the importance of clarity of the aims in order to improve the performance of
the auditors and the extension of the scope of auditing to cover the areas of efficiency
and effectiveness.
2 - The Administrative Organisation in the State Audit Institution.

The utilisation of an organisational chart, continuously developed in accordance
with modern management techniques, especially in the areas of administration of
human and financial resources and discharges and delegation of responsibility, will
increase the efficiency and effectiveness in utilisation of such resources in the SAI and
provide a recognised means of increasing productivity and improving operations. The
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existence of a satisfactory chart minimises the likelihood of irregularities in
discharging the responsibilities among the members of the audit and promotes
operational efficiency, encouraging adherence to prescribed policies and procedures.
This obviously requires adequate determination of functions, duties and
responsibilities in the organisational chart.

The researcher believes that the organisational structure of the SAI is designed to
direct responsibility for supervision and progress of specific audit assignments and
strengthen the mechanism of reporting and communication among the institutional
levels. In addition to discharging the responsibilities in the chart, the SAT must bear in
mind the role of government agencies and other public entities and the audit
department has to consider the duty of the auditor general vis-a- vis the client
agencies, to discharge the audit function in the most economical and effective way.

3- The aims of the State Audit Institution
In the United Arab Emirates, regularity audit as generally understood consists of
verifying that the expenditures and revenues conform to the relevant provisions of the
constitution and other laws, rules, regulations and orders which organise them.

As shown in the replies to the questionnaire, it seems that financial auditing is an
important part of the institution's role. Its aim is to assure, yearly, whether a
government agency's accounts are correct, complete and in compliance with laws and
regulations. The subsequent answers regarding the reasons for establishing the SAT as
an external controlling authority indicate the degree of agreement of the auditors with
the suggestions, which determine the special role of the auditor in the chain of
accountability. The public want to know how the operations of government funds and
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prourammes have been managed and whether value has been received for the money
spent This requires the auditing agency ( SAT) in the country to supply answers about
the programmes which have been under taken and determine whether monies are used
economically and efficiently, and programme results achieved. Thus, the government
management and officials responsible for the execution of the programme would be
provided with an independent and systematic examination of how well their
operations are being planned, conducted and controlled and also would be provided
with opportunities for improvement in economy, efficiency and effectiveness.

4-Tasks of the State Audit Institution

The answers in Table 9.4 provide clear evidence that the auditors' perception of
the SAT's tasks is that the financial audit carried out in the SAI involves detailed
scrutiny of all payments to ensure that they were verified and recorded correctly in
compliance with current laws and regulations. However, the trend toward greater
diversification in government auditing is putting pressure on the SAI to determine
whether those units under its audit and control have achieved the goals set for them
by the government, and to ensure that the programmes and allocated funds are used
efficiently and effectively.

5- Function of the State Audit Institution

Table 9.5 shows the responses to the questions regarding the audit function. The
responses are divided. The answers suggest that the SAI has no part in designing or
setting up the audit system for the government units under its control. It prime
function is to audit the implemented system and monitor its effectiveness;
implementation is the duty of the concerned units, according to the financial and
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budget law. The auditor's complete independence from the auditee, is considered by
the researcher to be a positive step toward better and stronger external control of the
audit system. However, that does not mean that the SAI can not make
recommendations or suggestions . It can assist the units as a consultative body.

6. Type (s) of Audit carried out in the State Audit Institution
Table 9.6 reveals that the majority of the responses agreed that financial and
compliance type of audit predominates in the S.A.I and other types of audit are
practised only in limited circumstances. The reasons for this, according to interviews
with SAI members, are as follows:
1-The failure to define objectives, or the generality and vagueness of the objectives:

"It is very important to define the principal objectives of the
entity and to enumerate its main objectives, Its scope for each
activity. One rarely finds in the units under the control of SAI a
clear statement of objectives to be accomplished and ways of
financing them, or of the scope of the chain of responsibility and
accountability".

2- The lack of measures of effectiveness:

"It is difficult to measure the government activities and especially
for the activities in the social services such as education, for
example; how one can measure effectiveness in education?"
3- Unsuitable construction of the national budget:
"One of the fundamental prerequisites for applying other types of
audit (performance audit) is the programme performance
budgeting system. The budget system in use hampers its smooth
functioning and the method of allocation of budget estimates
hampers our evaluation processes."
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4- Absence or inadequacy of information system:
"The accounting information system in most government units is
inadequate to provide sufficient and up-date data and information
regarding the activities and operations. So the auditor finds it
difficult to proceed with the performance auditing."

5- The lack of performance criteria:
"In most of our activities, and particularly in social services,
performance indicators are not easy to locate and simple
indicators such as education by age group, student -teacher ratio
etc., even it they can be extracted, do not show the full picture of
performance".

In respect of auditing the programme results, the researcher concluded from the
interviews that the State Audit federal law no 7 for the year 1976 provides the legal
basis for the auditor to perform such type of auditing. However, the prerequisites for
performance auditing and evaluation of programme result are still not available, so
the auditor has difficulty in undertaking such type of evaluation.

7-The Fields of the Performance Audit.

The scope of audit has been widened to include examination of all aspects
leading to achievement of objectives, including the use of inputs, financial and
management control system, and programmes results. Thus, performance auditing
demands a comprehensive understanding of the government entity's operations and its
execution of its programmes. This involves the collection and analysis of a large
quantity of information and data from the audited body.
Tables 9.7- a-f showed the replies about the achievement of the various aspects
investigated. The majority of the responses favoured the undertaking of various
performance audit aspects by the SM.
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8-Aims of the Performance Audit in the State Audit Institution

The aim of performance audit is broadly to provide an objective evaluation and
independent reports to the government officials, planners and administrators, showing
them how well and how effectively the programmes, projects and operations have
been executed.

9 - Auditing Methods in the State Auditing Institution

The aim of the questions in Table (9.10) was to find out the views of the auditors
in the SAT about the appropriateness or otherwise of audit approaches and methods
adopted by them.
As Table 9.10 shows, all replies indicated that the auditing of documents and
records for compliance with laws and regulations is considered an appropriate
practice. The researcher agrees that the examination of documents and records for
compliance with laws and regulations is an important part of government auditing. It
aims to assess whether the government unit's accounts records are correct, complete
and in compliance with laws and accounting regulations and it is appropriate in the
light of the requirement for financial information about the government agencies'
operations for various interest groups. On the other hand, it is also important to
extend the role of auditing to improve effectiveness. The researcher believes that in
order to perform this function, the content of audit must constantly be modified, and
methods must be developed to strengthen the quality of audit work in the SAI. The
researcher also believes that selection of an appropriate method for an audit is a
matter of selecting one or several issues indicated in Table (9.10) and determining the
point of departure and the scope of examination in the light of the audit aims and
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objectives In addition, adopting one method or another depends on the degree of
involvement whether it is a great involvement, with the units as a whole, or whether
greater penetration into the specific details of a specific unit's activity is required.

10-Criteria of Auditing in the State Audit Institution

The interest of the United Nations Department of Technical Co-operations in
development of auditing Standards, underscores the importance of such standards. A
meeting of an expert group in public accounting and auditing in developing countries
held in Vienna, 1985, emphasised the importance of audit standards as follows:
"increasing size and complexity of government transactions
enhances the importance of audit and places a special
responsibility on the audit institutions to maintain and improve
the quality and coverage of audit and gain general acceptance and
recognition for the matter in which audit is conducted. The
importance of formulating and adopting audit standards stems
from these considerations since audit standards represent broad
but basic principles and conditions relating to the professional and
personal conduct expected of auditors, to planning and
performing audit, and reporting on audit results".

In the United Arab Emirates, there is no standard setting body. The SAT has not
issued any standard since its establishment in 1974. The researcher believes that the
standards issued by the United Nations ( Handbook on Government Auditing in
Developing Countries 1977) covering general standards, field work standards
examination and evaluation, reporting standards and performance auditing standards,
as well as the INTOSAI auditing standards issued in 1989, by the International
Organisation of Supreme Audit Institutions, could be helpful and be taken as a
starting point for preparing standards compatible with the political and social
environment in the United Arab Emirates.
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11-Required Specialisations in the State Audit institution
The SAI, as external auditors for the government, must be capable of rendering
professional, expert and impartial findings and recommendations. Expansion of the
role of auditing to include performance auditing, requires that auditors have the
necessary proficiency and technical training to perform economy, efficiency and
effectiveness audit. The SAI is manned predominantly by accounting and law
graduates. Since performance audits involve the audit of plans, programmes and
activities outside the field of accounting, there is an urgent need to build up a
competent base of auditors with knowledge of specialised fields such as engineering,
science, economics, statistics and computers. Our findings show that the auditors
would like to see recruitment of professional auditors with multi-disciplinary skills.
Interaction among specialists with varying backgrounds would help auditors to
increase their own skills.

12-Plans and Programmes in the State Audit Institution.
The need for planning in the SA_I is most important, because of the limited
resources, particularly in professional staff who undertake audit and the increase of
the number of government units subject to the SAI evaluation. Thus in order to
perform its function successfully, the SAI needs:
"Well defined criteria for establishing the relative priority of
possible audit projects;
A satisfactory system for qualifying and assessing the inputs
available to the audit institution to ensure their most productive
allocation between projects, and a work program commensurate
with its resources;
A large number of proposals of subjects suitable for audit, from
which the topics to be included in the work program should be
selected on the basis of full and specific information about each
proposed subject".(Herzig,1977:9).
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The answers in Table 9.14 reflect the views of the auditors in the SAT regarding
application of planning techniques in managing the audit work in the SAT. It is
concluded from the interviews that since 1985/1986, the SAT has begun to apply a
comprehensive plan system for all its departments. The plan sets out the general
objectives of the SAI as well as the detailed objectives or policy which the SAI
intends to apply. The plan is divided into many branches, consistent with the
organisational chart of the departments and audit sections, by section and function. It
is prepared on the basis of determining the actual days of work and the daily
performance of the auditor. The plan is followed up and monitored using both
quantitative and qualitative criteria. This follow-up compares the actual performance
of the auditor with the proposed performance, identifies any deviations from the plan,
inquires about the cause and proposes the solution to enable the plan to be executed
within the specified time.
From interviews with the auditors in the SAT, the researcher concludes that the
factors that influence the substance of the SAT plan and its implementation are the
content, timing, monitoring and evaluation of the plan.
a) Regarding the contents of the plan, the SAT should look basically at the need of its
primary clients, i.e. the F.N.C, the Federal Supreme Council, the President and the
Council of Ministers (Cabinet) and other bodies to whom it reports:
.... The report shall be submitted to the Federal National Council
before the date appointed for approving the final account relating
to that report which shall be notified, in the meanwhile, to the
Federal Supreme Council, the State's President and the Council of
Ministries ( Cabinet)...."Article 12 Federal Law No. ( 7) for 1976.
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So therefore, the SAI should consider what the F.N.C. wants to know about the
operation of specific ministries or departments, what programmes need
reauthorisation, what information the members of the F.N.0 committee need for their
deliberations, the impact of allocation of more funds for specific programmes and
activities, any management deficiency and problems, and any other matter of
significance which receives attention in the media.
b) Regarding the timing of the SAI plan process, it is important for the SAT to
consider that, even if the audit work is done properly, the audit findings will be
useless if the data collected are out of date or the programme under consideration
has already received reauthorisation. Thus, it is the SAT's job to set priorities for its
audit work, in accordance with the prevailing circumstances, and it must be ready
to modify and adjust the plan as necessary.

The researcher also believes that effective implementation of the plan requires a
unit work plan in which each individual sector in the SAI department monitors and
evaluates the plan's progress and proposes any modifications required to achieve the
goals and objectives of the plan and complete the required assignments according to
the timetable assigned for each sector of the auditing department.

13-Auditing Reports in the State audit Institution
The researcher believes that the impact of the SAT report in improving the
performance of the government units under its control, relies on several factors, like
the quality of auditing reports prepared by the its auditors, the audit findings, the
degree of consideration of the U.A.E. Federal National Council (F.N.C.) to which the
SAT is attached, to the co-operation of the U.A•E Council of Ministers and the
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auditees' co-operation and constructive consideration of any weakness, shortcoming
or deficiency shown in the SAI reports, as well as the actions that must be taken by
those auditees accordingly.
Thus, the effectiveness of the SAI's reports and findings will depend on the
following:
1- The methodology and techniques applied in selection of audit subjects, the type of
unit under evaluation and its importance to the public interest.
2- Building a good relationship with the auditee, to facilitate the job of auditors,
which would in turn improve the quality of their reports.
3- Applying modern techniques for analysing programme effectiveness, like costbenefit analysis, performance measurement system analysis, etc.
4- Establishing adequate and effective training for the members of the audit team, to
provide them with different techniques and methods to solve the problems they
face when undertaking performance auditing and assist them to prepare critical
meaningfiil auditing reports.
5- Establishing an internal control system in the SAI to measure the effectiveness of
performance auditing and evaluate the quality of auditing reports prepared by the
its auditors.
Finally, the quality of presentation of audit findings relies on the writing style of
the individual auditor. Each auditor differs from the other in writing skills and
knowledge, so that the style of their reports might differ accordingly. Such
differentiation in writing style should be encouraged within the framework of
reporting in the audit plan.
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14-Time Allocated for the Audit
Regarding the time allocated by the auditors for the auditing work in the SAI, as
shown in Tables (9.12 A-E), the majority of time is allocated for auditing legality and
compliance with laws and regulations. The results summarised in the tables show that
performance audit can not be conducted without exerting greater effort to ensure its
success. There could be several reasons for this.
One could be the lack of sufficiently qualified audit staff. This, however, should
not be an obstacle to the conduct of performance audit, because the SAI can recruit
professional audit personnel, including those professionally qualified to understand the
operation of the auditee.
Another reason could be shortage of funds. This could be a valid reason, but the
SAI, as stipulated in its Act of establishment, is financially independent from the
influence of the executive, and derives its power from the N.F.0 to which it is
attached. Therefore it can ask the N.F.0 to cover any shortage in its fund to enable it
to conduct performance audit, covering all areas of operations for the units under its
audit and control.
A more valid explanation could be the difficulty or absence of properly defined
and formulated objectives for many government units. That can be considered one of
the major difficulties facing the auditor in the SAI in conducting performance
auditing. Moreover, the form and structure of the current budget are not conducive to
clear identification of the programmes and activities of the audit. This leads to greater
focus on conducting the financial, legal and compliance audit, because the required
information for this is readily available.
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15-Obstacles To Effective Auditing
The following is the list of the major obstacles which could be expected to
obstruct the introduction of performance auditing in the SM.
First The internal obstacles
1- shortage of qualified and specialised auditors
2- the absence of a guide to undertaking performance audit
3- the absence of standards and measurements
4- the auditors' lack of knowledge
5- human behaviour and lack of motivation
6- inadequate funds allocated for performance audit in the budget
7- lack or inadequacy of training programmes
Regarding the shortage of specialised auditors, in an interview with a senior
official in the SAI, it emerged that the SAI faces difficulties in attracting and
appointing a sufficient number of auditors to carry out its work. This difficulty is more
serious in view of the requirements of performance auditing. The factors which
contribute to such difficulties are
1- The current system of salaries and fringe benefits does not encourage or retain
qualified auditors. Auditors try to find other jobs in areas which can give better
salaries and benefits such as the private sector or the government civic sector. The
SAI used to give a technical bonus to its auditors as compensation for their hard
auditing work and as an inducement to them to stay in the S.A.I. However, such
fringe benefits have been abolished, making it more difficult to attract new auditors
into the SM.
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2- The Audit law in practice does not specify stipulate any specific requirement for
performing the audit, but refers all specific matters to the internal regulations.
"The Internal Regulation shall be issued by a Federal Decree,
according to a proposal from the S.A.I President. It shall
particularly include the organisation of all referred matters as per
the provisions of this law, as well as other matters necessary for
implementing its provisions"

In the absence of any internal regulation, the trend in the SAT in recruiting the
technical staff responsible for auditing is to select university graduates with degrees in
law, accounting, or management. To extend the scope of auditing beyond regularity
and compliance auditing to performance auditing approaches, staff with multidiciplinary knowledge and backgrounds need to be appointed. The issue of
appropriate internal audit regulations would ensure that the necessary specialisations
are recruited.
3- The U.A.E University, which is the main supplier of accounting and auditing staff
to the SAT and other government organisations concentrates mainly upon
teaching the regularity and financial audit in its curriculum. For new techniques to
be introduced into the SAI, more effort needs to be made by the university to
update its curriculum.

As indicated above, the lack of audit guide and manual is another difficulty:
The lack of practical guidelines and a manual of audit in the SAI makes adoption
of performance auditing difficult. Guidelines are required to aid the auditor to ask the
right questions and arrive at well-founded and persuasive audit findings, as well as to
making recommend ways of correcting any irregularities and shortcomings. The audit
manual should serve as a tool to assure the quality of audit performance at all stages.
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Regarding the lack of knowledge and training, training is an important tool in
upgrading the knowledge and experience of audit personnel. Tantuico,(1980:12) in
this respect indicated that:
"Once selected, the staff should undergo continues training to
develop new skills and upgrade auditing and financial
administrative capabilities. Staff should also sharpen old skills,
especially some of the basic skills needed to perform audits of
operational efficiency and economy, and program effectiveness,
which are seldom, if ever, taught in schools".

As the findings show, there is a need to upgrade the knowledge of the auditors in
the SAI Training programmes must be developed to update and enhance auditing
skills, as well as to enable auditors to acquire and develop of new ones. The
inadequacy and lack of training programmes limit the effective audit of the socioeconomic effects of the government programmes. Thus the recruitment of staff with
various disciplines and developing effective training programme will assist in
eliminating such problem.(Hadjiloizou,1988:13). Since the adoption of performance
audit approach, such auditing would require extensive skills and knowledge of
professional discipline which acquired through both on-the-job-training and
academically professional development in management techniques, programmes,
business and audit technique, in which these discipline ensure the need of trainee to
meet their expectation in performing the audit assignment in a particular
sector.(CCAF,1984).
Regarding human behaviour, motivation and resistance to change, prospect of
promotion to higher positions may help the retention of dedicated capable staff in the
SAT. To overcome the resistance of the staff or lack of motivation to adopt the new
techniques, recognition and reward of meritorious service would boost the morale of
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staff Appraisal of staff performance should normally take place in two distinct stages.
The first stage would be the periodic evaluation of performance and review and
monitoring of the progress of the various audit members on the basis of audit plans,
and programmes. The second would be tests held for determination of promotions.
Regarding the absence of standards and measurements for performance audit,
although the role of a public sector auditor is different from that of a private sector
auditor, there are similarities in the performance of the audit of accounts. However,
the auditor in the private sector does not normally consider questions of economy,
efficiency and effectiveness. Therefore, measuring performance in the public sector is
more difficult than in the private sector, since profitability is not normally a factor in
the public sector services, which are not necessarily intended to make profits, but to
achieve social and political objectives.
Second: the external obstacles:
The external obstacles are described as follows:
1- Unavailability or backwardness of the financial administrative and accounting
information system
2- Weakness of the internal audit or its absence in the first place
3- Failure to specify accurately the aims of programmes:
4- The present form of the budget ( chapter and items) :
5- The inability of the current accounting system to provide necessary information
Regarding lack of information systems, the reliability and relevance of the
information, and the methods adopted for evaluation are important for the
government management and the SAL Therefore, a critical evaluation of the design
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and operation of the system should be undertaken. It is found in practice that many
decisions usually made by the government administration are incorrect, either because
the data prepared are unreliable or because the techniques adopted for the evaluation
are not relevant
Regarding weakness of the internal audit unit or its absence, the establishment of
an internal audit unit would to a great extent complement the role of the SAT.
However, the full benefit of internal audit units may not be achieved unless they report
directly to the head of the organisation and immediate actions are taken to improve
weaknesses and shortcomings identified in their reports.
As regards the inability of the current accounting system to provide the necessary
information, the researcher would emphasise that the quality of information provided
by the accounting system is of great importance, as it forms the basis decisions on
future resource use. The accounting system applied in the United Arab Emirates, in
particular for the activities funded by the budget appropriation does not provide
sufficient information on the extent to which the activities have attained their goals
and objectives. Therefore, the introduction of performance auditing requires a reform
of the government accounting system on the principles of programme performance
budgeting.
The budgetary system in the United Arab Emirates is one of the main sources of
managerial information and mechanisms for controlling and reporting. The budget
system is an essential tool to provide the performance auditor with the results
achieved or output attained, for comparison with the planned targets and standards
set. Therefore, the researcher believes that the budget format should be modified to
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include programme performance budgeting . The modification should aim to generate
and supply the information needed by the SAT and other concerned units in the
government, enable them to perform their duties and responsibilities effectively The
innovations which should be made must take account of the following:
a) establishment of a well-articulated framework, which includes the statement of
objectives, sectorial strategies, economic policy and identification of resources
constraints;
b) appraisals of proposal of budget estimation in the form of programmes;
c) co-ordination in developing expenditure targets;
d) encouragement to government units to increase their responsibility for the budget
decisions, requiring them to take the planning and budgeting process seriously
The supplementary answers of the respondents to the questionnaire show
additional obstacles that hinder their performance. One of these is lack of cooperation from the administration. Performance auditing in itself can not be effective
unless there is adequate co-operation and appreciation of such audit by the various
government units. Therefore, it would be desirable if an institutional system were set
in those units to co-operate with the SAT to gain benefit from the performance
auditing. From this step it is desirable to establish an independent system of control
within the administration to work together with the SAI auditors. It would be the
responsibility of the system to provide complete information for the government
officials to take effective decisions. In addition such co-operation and co-ordination of
efforts would facilitate the implementation of action on the findings.
Interviews with senior officials of SAI revealed the following additional points.
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a) Regarding the role of SAI and its relation with the National Federal Council (NFC),
it was said that
"The SAI is legally attached to (NFC) but, because the NFC has
consultative power, not legislative, consequently such consultative
powers do not assist our SAL. It is hoped that the SAI's relations
with the NFC strengthen the supportive position of the SAI role in
conducting the external auditing as a Supreme Audit Institution.
Thus, the SAI's finding and reports prepared on behalf of the
NFC are not given great attention nor discussed in the required or
proper form in the NFC sessions and committee".
Another interviewee argued that
"the SAL as it is promulgated in its Act of Establishment is an
independent institution,, but the role of SAI must be strengthened
in accordance with the strengthened role of the NFC in order to
maintain a strong state audit control, because each complements
the role of the other".
In one interview with a senior officer in the SAT, it was concluded that the SAT is
attached to the NFC according to article 1 of the audit law, and such linkage would be
considered important if the committees in the NFC performed their duties properly in
looking at the SAI reports demanding consultation with the SAI, in which directors
and official staff could clarify any ambiguity. However, the final account is discussed
in the NFC. Therefore it is important that other agencies recognise the key role of
SAI in controlling and safeguarding the public funds, and such role be reflected in
enhanced relations with the legislative and executive branch.
b) Regarding SAI's relation with the government ministries and administrative units,
the director said,

"Undoubtedly the SAI since its establishment has been trying to
contribute in achieving great financial and administrative reforms
in federal government ministries and administrations. And the
SAL reports show the significance of such contribution. However,
there have been some obstacles in terms of misunderstanding of
the main role of SAI by those ministries and administrations".
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In an interview with the director of the administrative sector in the SAT, he
mentioned that
"in term of responses of the government units which are under the
control of SAI these units finally will respond to the SAI findings
and reports. But there are some circumstances and variables that
do not assist and might affect the responses of these units".

These factors in his opinion are:
- The financial and administrative system in these units is vague, resulting in
uncertainty as to duties.
- In some units, the organisational structure and chart are incomplete or absent,
which results in weakness in the chain of responsibility, as well as communication.
- Jobs and responsibilities are not clearly determined for each position, which affects
the way the jobs are executed and accountability assigned.
It was also concluded from the interviews that an increase of offensive financial
violation by those units has resulted from insufficient observation of the financial and
administrative laws, failure to specify clearly jobs and duties, weak understanding of
the role of the SAI, poor communication, inadequate information and the lack of an
internal control system, which needs to be strengthened to enable the SAT auditors to
focus their efforts on the important issues.

c) Budgeting
In regard to the budgeting system
"the SAI has repeatedly demanded that a financial law be set for
the state, depending on the general plan, and that reforms in the
budget to be made to reflect the actual needs of the state".
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d) Performance auditing
The director, in interview, pointed out that

"the requirements for performance auditing are still lacking,
which may refer to the non-existence of a general plan for the
state. In addition, there is a lack of professional auditing staff who
understand the aims and objectives of performance auditing. The
SAI is trying to make up for this lack, relying on its plan and work
programmes and working toward setting up an audit manual, but
such efforts need more co-operation".
One director explained the importance of having the requirements for
performance auditing as follows:

"In order for the performance auditing to achieve its results, there
must be available the basic requirements for such auditing,
whether internally or externally, such as improvement in the
current budgetary system, availability of technical standards and
measurement, improved organisational structure, the existence of
a performance audit manual, effective advanced training in the
conduct performance auditing. In addition, the role of this audit
must be explained to the government ministries and units and
certain qualifications and experience are needed to perform such
auditing. As soon as these requirements are met, the SAI will be in
a good position to perform the performance auditing. It is also
appropriate for the SAI to obtain assistance in specialised fields
that are currently available in the SAI, such as medicine,
engineering and pharmacology when auditing the units that
require such specialisation, in order to obtain a technical
appraisal. This could be done according to private contract or by
certain fixed salaries.
e) Training programmes in the SAI
With regard to the training programmes in the SAT, the director replied that,

"The SAI has been running its training programmes since 1981
and has been successful up to a point. It hopes to improve its
training programmes, particularly in the area of computers if the
SAI is to expand its operations".
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One of the directors interviewed insisted,

"The training programmes in the SAI must be increased. There is
a need to set up a specialised training programme for each
department and each department in the SAI should have its preperception of the type and kind of training programme which fits
its needs in the light and framework of the general training
programme".
The assurance also came from another director that training programmes should
be given more attention and the needs of each department determined according to
the SAI's resources and capabilities, because the needs of each department differ, due
to the nature of audit work assignments. For instance, the legal and compliance audit
carried out by the department of administrative sector differs from the auditing
carried out in the department of economic sector, in terms of the elements of
operations and findings, because the economic sector performs the private type of
auditing. Therefore, the director suggested that to gain good results from the training
programmes in the SAT, the following should be taken into consideration:
- Each department must determine its training needs.
- General guidelines for training programmes should be set at the SAT level
-The execution of the training plan should be left to each department and monitored
accordingly.
- Each department would be a separate cost centre with responsibility for setting up
the proposed training plan and its own training budget.
- An information centre should be established in each department to assist in meeting
the training needs of the department.
The training programme, as one director mentioned in interview, is basically set
in the annual training plan in the SAT, which is prepared as a work programme. The
timing, format and content of the programme are determined in the annual plan of the
SAI. The director indicated that to benefit more fully from the training programme,
the SAI must concentrate on the following:
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I) The lecturer;
The lecturer should preferably have practised auditing either in the SAI or outside.
Lectures should focus on practical applications rather than theory.
2) Training materials
Training materials must be developed to satisfy the needs of the trainee and based
on reality, so trainees can connect the theory and application.
3) Teaching methods.
Teaching methods can be improved and may include the following as examples:
discussions, seminar, workshop, research and study, case studies, etc.
attracting and retaining human resources in the SAI
In interview, the directors pointed out that the financial incentive that was
allocated to its professional staff by the SAI, which was later abolished, was the
main factor in attracting and retaining auditors of U.A.E nationality in the SAI
since its establishment, but when these privileges and financial bonuses were
removed, that resulted in a great decline in the position of the auditors. That
caused great problems for the SAL, particularly as it spent so much money in
training and qualifying them for auditing in the SAL and retaining them. There has
been a noticeable decline in the number of national auditors in the SAL for that
reason.
The view of one director in regard to the importance of retaining auditors of
U.A.E. nationality, was explained in the interview as follows:
"The existence of auditors of U.A.E nationality in the SAL is very
necessary. To encourage such auditors to join the SAI and occupy
the higher positions is very important in the long run, since the
SAI lacks professional auditors of the UAE nationality. What we
notice is the rapid turnover among U.A.E nationality auditors in
the SAL. Those auditors prefer to work in jobs outside the SAL
because of the availability of more privileges and benefits which
are not available to them in the SAI. This encourages the auditor
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in the SAI after a period of time, to seek jobs outside, after they
have become aquatinted with the SAI's work and built up a
certain knowledge and experience. This means first, the loss of
people who might have been effective in SAL auditing and control;
second, wastage of the effort and time used to qualifying those
people and third, the need to train other people to occupy the
vacant positions".

That view was shared by Tantuico(1980) when he indicated the problems which
the developing countries face in maintaining and training auditors because of the lack
of privileges and benefits;
" It is no easy task for Supreme Audit Institutions in developing
countries to attract and retain employees with the desired skills
and qualifications. Compensation is low, and benefits and
opportunities for advancement do not compare favourably to their
counterparts in the private sector. The problem is compounded if,
after the audit staff are trained, they move out to the so-called
greener pastures."(Tantuico,1980:11)

To solve such problems, the director suggested that
"the SAI should consider the psychological and real dimension of
the auditor's work, particularly auditors of U.A.E. nationality".
In addition, he thought that there should be study and research conducted by
specialised bodies to identify the various elements of the problems and find proper
solutions to them. The increase in financial incentives might have some effects in
retaining the auditors in the SAI, by making the benefits of working there comparable
with those which could be received in another ministry or government department.
Also, increased opportunities for training, promotion, etc., are needed in order to
develop auditors' ability and talents and reduce the job burden, in order to increase
their productivity.
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In the researcher's view, to improve the audit work and to adopt modern audit
techniques and approaches in the United Arab Emirates, it is important to overcome
the obstacles that limit the quality of audit work. These obstacles, the researcher
belie\ es. can be classified into human factors, economic factors, political and leeal
factors and administrative factors.
1. Human factors
As has been pointed out by Geist (1981:19), as a general rule, State Audit
Institutions all over the world

"are faced with the problem of too much to do with too few
auditors to do it with Qualified audit staff will remain a limited
major resource while the scope of expands. A significant way of
bridging the gap will be proper planning or rather. the controlled
audit establishment of priorities". (Geist,1981:19).
In explaining his view of the problems the developing countries face, Staats
(1983) pointed out that there are some factors which affect the utilisation of the
human resource efficiently in the government sector. He commented

"Our [Staats] findings should not surprise you, but I would like to
relate some of them, so that you can appreciate the work that
needs to be done in this area. First, there is a great shortage of
trained accountants, auditors, and financial managers in the
governments. While this was caused primarily by the lack of
adequate training, other factors such as the low stature given to
the accounting profession, low pay and other personal problems in
the civil service systems and the low priority given to upgrading
the financial structure, are major problems. Second, the so-called
'brain drain' causes an incredibly high turnover of trainees in
most proj ects".(Staats,1983: 14).
To tackle the shortage of the auditors in the SAT, the researcher believes that the
current system of staff recruitment require more attention. Since the main purpose of
the human resource management in any organisation is to attract, train, develop,
motivate and retain competent personnel in the organisation, the management of SAI
human resource must strive to match the SAT needs to achieve its objectives for
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efficiency, and productivity with the staff's needs for security, rewards, development
and recognition which stimulate the auditors in their jobs and create an environment in
which their productivity and efficiency are maximised. (Arif,1989:12).
2. Economic Factors
The insufficient appropriation allocated to the SAT in the annual budget will limit
its capability. The need to allocate sufficient funds is justified by the increase in the
operations and activities that need to be audited and the need to adopt new
approaches in auditing such as performance audit. Undoubtedly inadequate
appropriations for supreme audit will affect the audit agency's ability to recruit an
adequate number of auditors, and establish the necessary training programmes and
rewards and incentives, which in turn will necessarily affect the quality of audit
work.
3. Political and legal factors
The SAT does not have sufficient independence, which affects the quality of audit
work.
4. Administrative factors
The deficiency in the organisational structures of many government units and
overlapping of authority and responsibility, add to the problems of the SAT in
determining the responsibility for any misuse. The deficiency in the management
information system causes delays in provision of essential data and information to
the auditors.
The researcher suggests that to overcome the above obstacles and problems that
affect the quality of supreme audit work, efforts be made in the following respects:
1) Recruitment and training
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The ability to perform quality audit dealing with professional problems in such
fields as economics, management, law, and accounting of sophisticated
government programmes require the recruitment of a multi-disciplinary auditing
staff
It is worth restating some self-evident but important factors which would
contribute to the attainment of appropriate levels of staff audit skills, namely
a) soundly based recruitment and promotion policies, based on merit;
b) suitable training and professional development programmes to ensure that the staff
are technically competent in the field of auditing;
C) an understanding of government and public sector environment and special role.
objectives and responsibilities of SAL,
d) varied job experience and rotation according to competence and aptitude.
Undoubtedly, efforts should always be made by the SAI to develop the necessary
professional skills so as to increase audit efficiency and quality. Expert assistance
should be obtained for training of staff in new auditing techniques and practices.
Despite the SAI's efforts to introduce a number of training courses to increase
the quality of its employees and especially of its technical audit personnel, there is a
need for more specialised training programmes, to train the personnel in specific areas
like performance auditing, performance evaluation and human resource management.
It is necessary to have educationally qualified auditing personnel as well as well
trained practitioners. Therefore, supplementary to the training programmes would be
the opening of scholarships in specified fields which are considered critical to the
professional discharge of auditing responsibilities of SAT.
No doubt the most efficient and effective way to achieve the desired output and
ensure its quality is through appropriate supervision during all stages of audit
Effective supervision would involve not only watching day-to-day operations or
achievement of giving targets, but also constantly reviewing and evaluating the
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systems and procedures to ensure that they are compatible with the changing volume,
speed, and nature of work to be performed.
It has been noticed throughout this study, that the SAT is still suffering from many
difficulties, especially regarding the recruitment of competent auditors and their
preservation within the SAI, because of the difficulty of performing the audit work
and the paucity of financial rewards given to auditors, compared with those paid by
the entities in the public and private sectors, which attract most of the graduates.
2. Audit legislation
Since the role and responsibility of the SAT is usually contained in the constitution
or in an act of the legislature specifically directed to the establishment of the SAI, this
therefore forms the legal basis for the mandate of the SAI. The powers and
responsibilities thus established are of fundamental importance to the existence of
SAT. As world wide trends in government and public sector auditing develop and
become accepted practice, it is important that their application is not impeded by outof-date and restrictive audit legislation. Therefore it is desirable that there
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reviews of legislation relating to the work of SAI so that the SAI can take full
advantage of development occurring beyond of its borders.
3. Developing government and public sector auditing standards
The report of the expert Group Meeting in Public Accounting and Auditing on
Developing Countries (UNDTCD in Vienna 1985) stated that

"Audit standards help assure quality and consistency of audit and
help to protect credibility of audit institution in the eyes of
legislature, the executive branch of the government, the public
and the international agencies. Among other things, audit
standards serve to improve and maintain the quality of audit. The
ongoing work and continuing responsibilities of SAIs need to be
guided by sound principles and hence the usefulness and relevance
of audit standards remains unquestioned".
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The General Statement endorsed by delegates at XII INCOSAI in 1986 expanded
on this principle and stated that

It is primary responsibility of the SAI to develop and apply
auditing standards and procedures which it judges as appropriate
to the mandate"

Thus, the SAI should play a primary role in developing the auditing standards
applicable to its activities
4. Developing accounting standards
The General Statement by a delegate at XII INCOSAI (1986) advised SAIs to
develop and maintain an active role in the activities of their national accounting bodies
and research groups and be in an informed position to advise their governments on the
development and adoption of appropriate standards.
Accounting standards provide a common basis for financial reporting and reduce
opportunities for auditee management to indulge in creative abnormal practices or
innovative accounting practices to produce particular accounting resuhs
5. Developing an audit manual
The issue of an audit manual setting out the auditing concepts and practices
required to be applied in the planning and carrying out of audits is an essential element
in the exercise of managerial responsibility. The audit manual serves as a tool in
assuring the quality of audit performance in all its stages. The goal is to give the
auditors a clear awareness at the outset of the audit assignment, of their aims, the
challenges that they face, which aspects of audit should be emphasised (i.e. legality,
regularity, economy efficiency, effectiveness) and the methods that should be applied
to achieve the objectives of audit. Thus, the SAI should develop an audit manual to
provide the auditor with a sense of direction and equip him with the techniques to
perform his audit work effectively.
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The audit manual should comprise several parts. The first part should deal with
the goal of SAT, its principles, norms and standards, as well as general information
about the SAI organisation. The second part should concentrate on the conduct of
audit in all its stages, with detailed methods for carrying out the audit mission for each
type of audit. The third part should deal with the presentation of audit findings,
reporting format, and the procedures for follow-up of the audit reports.
6. Internal control and audit reviews
The principal objectives of the internal reviews are to evaluate whether the audits
have been executed in accordance with the guidelines provided for a particular audit
programme and the audit work force has carried out its task in an effective and
efficient manner.
The SAI should adopt internal audit mechanisms to review its performance in
respect of the regularity and efficiency of audit process and its general administrative
practices. The activities that contribute to quality control of audits from an
operational perspective require periodic internal reviews to assess whether the Skt's
standards, policies and practices have been adhered to and to appraise the quality of
audit task performed.
In regard to external review, the issue is very delicate and controversial, because
it touches the sensitive area of the independence of SAT. Although the independence
of the SAI is secured by constitutional provision and legislation, there is an argument
that the auditor general should himself be accountable, and thus there should also be
appropriate external scrutiny of the auditor general's organisation. This might include,
for example, reviews by private sector accountants (Commonwealth
Secretariat: 1985).
The review will be helpful in focusing attention on perceived weaknesses and
deficiencies and will result in stronger and better defensible procedure and practice.
Also, the review will provide reassurance that the SAI is following the same precepts
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of efficient and effective resource utilisation in its own administrations, which it seeks
to apply to organisations under its review. As Dewar,(1988), strongly argued:
"Responsibility in such matters rests primarily with senior
management of the SAI, and indeed its staff at all levels. But
public confidence requires that accountability must include an
independent external audit of the SAI, with powers that match
those the SAI itself enjoys. There are no reasons at all for the SAI
to be immune from the degree of external scrutiny to which it
subjects others".(Dewar,1988:15).

Thus, without jeopardising the independence of the SAI, since independence aids
the SAT to discharge its responsibilities properly, the external review would help as
emphasised by Label,(1989 13).

"to receive outside opinions as to its operations and suggestions as
how to further develop and improve its staff, its staff training, and
its compliance with the newest rules and regulations".

7. Keeping pace with changes in the environment
It is necessary for the SAT to keep pace with any changes taking place in the
surrounding environment. Therefore, the SAI must be continuously aware of the
needs of the audits and the needs of the users of audit reports and try to adjust its
system and procedures according to any changes in the surrounding environment.
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10.1 Summary

The role of governments in planning socio-economic development has led to the
undertaking of diverse and complex social and economic programmes, which in turn
results in a dramatic rise in government expenditures. Thus, governments, like other
institutions, need to manage their plans and programmes in an economic and efficient
manner
In this respect, effective government budgeting and accounting systems can play
a major role in planning, control and evaluation of government programmes and
activities The emphasis on public accountability has expanded the scope of
government auditing, so that it is no longer a function concerned with regularity and
compliance of operations; its scope has broadened to include ascertaining whether
government units are achieving the implemented programme objectives and whether
they are doing so efficiently and effectively. Thus, while the primary task of SAI in the
past was to ensure the legality and regularity of government financial operations, this
role has been extended to include audit of economy, efficiency, effectiveness and
programme results.
This study has attempted to evaluate the government budgeting, accounting and
auditing systems in the U.A.E, to ascertain if they are capable of fulfilling this new
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role, and if not to suggest remedies for any deficiencies found. As indicated in Chapter
One, it has done so by means of literature reviews, survey of relevant documents from
U.A.E, an examination of the information available to auditors in a sample project (a
public hospital), and questionnaires and interviews directed to SAT staff.
Chapter Two outlined the accountability and monitoring system in the U.A E
government. It was revealed that as a result of a socio-economic development
planning, government expenditures have increased dramatically. However, the budget
estimations for such expenditures are in an unrealistic manner, without any scientific
base for the allocation.
Chapter Three explained the legal basis for the State Audit Institution (SAT) as a
external government authority in the U.A.E to carry out examination of government
financial affairs. The SAI's powers, the types of audit it performs, and its role in
public accountability, in terms of auditing reports, were discussed.
In Chapter Four, several aspects of deficiency in the budgeting system currently
applied in U.A.E were discussed, and the importance of reforming the budgeting
system was emphasised. The need was emphasised to introduce a programme
performance budgeting approach. However, such reform would require an effective
cost accounting system, adoption of the accrual accounting basis and development of
performance evaluation measurements and techniques.
Chapter Five outlined some features of the present government accounting
system in the U.A.E. Again, a need to improve the system was revealed. Central to
this would be integration of the budget and accounting systems, automation of
accounts, and improved training of accounting personal.
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The development of government auditing has a long history. Chapter Six
discussed some important milestones and trends in its development, with particular
focus on the government auditing in the United States and United Kingdom. The
experience of these developed countries in the field of government auditing may be of
help to U A E in developing its own government practices. The increasing role of
professional bodies in the U.S.A and UK, was examined, but it was concluded that
despite of their significant efforts and contribution, there is still a need for coordination and efforts to develop a unified integrated framework for government
auditing principles, practices and standards which will have a great impact on the way
the government auditing is performed.
Chapter Seven concentrated on the theoretical dimension of the development of
government auditing. In this chapter, the expanded scope of auditing from financial
compliance auditing to auditing of economy, efficiency, effectiveness and programme
results was discussed. Various attempts have been made to establish standards for
government auditing and assist government auditors to improve their performance
The expanded scope of auditing was explored, to provide a basis to formulate a
framework for developing the performance auditing approach for the auditors in the
SM.
In Chapter Eight, the performance approach was illustrated with reference to the
health sector in the U.A.E, showing how the comprehensive performance audit
approach would be applied in a typical government programme. For the purpose of
the study, a major government hospital was selected. However, the aim of the study
was not to perform an actual audit, but to show what kind of data are available, and
how they can be presented and analysed.
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Chapter Nine was devoted to the empirical survey of the State Audit Institution.
Data for the purpose of the study were collected through interviews and questionnaire
sent to the auditors and official personnel in the State Audit Institution in the U.A.E
to explore their views about the performance of the SAL

10.2. Conclusion.

The study aimed to establish a framework for improving the performance of the
SAL in carrying out the external audit of government units in the U.A.E. The study
was divided into theoretical and empirical parts.
The Theoretical Parts:
1. From the study it was been found that the government budgeting system currently
applied in U.A.E is the line-item budgeting system, concerned with permitted
budget allocation for various items of expenditure. As a result, the budgeting
system has lost its significance as a tool to reflect the linkage between the various
expenditure elements and the benefits derived from the use of resources.
Furthermore, the system is incapable of maintaining and providing the necessary
data and information for the purposes of decision making in regard to programmes
and activities. Nor does it assist in keeping the Federal National Council informed
of government expenditures.
2. The government accounting system currently applied in the goverment
administrative units, achieves only the purpose of financial control and auditing
of expenditures without any linkage of such expenditure to what has been
accomplished in service terms. In addition, information is presented in global
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terms, without any relation or linkage to programmes, activities or responsibility
centres This makes it difficult to utilise such information in evaluating the
performance of individual units and identifying their efficiency and effectiveness
in utilising budget allocations There is a clear need to improve the current
accounting system by providing the data and information necessary for the
purpose of managing and eN. aluating the performance of the government
administrative units, efficiently and effectively. As basic components of an
improved system, the accrual basis, cost accounting and depreciation of fixed
assets need to be incorporated. This would enable the financial and accounting
reports prepared by the government units to provide data and information about
the accomplishment of the government units and the results of their programmes
and activities, for the benefit of interested users, whether concerned bodies in the
government or other concerns. Clear specification of the objectives of the system
is needed, as are integration between the accounting system and budgeting
system, computerisation, the issue of a unified accounting manual and greater
concern for recruitment and training of personnel.
3. The study of the historical development of government auditing revealed the great
concern which has been devoted to modern trends in government auditing,
especially in the United Kingdom and the United States. Their efforts have resulted
in an expansion of the scope of the government auditing to include, in addition to
financial/compliance auditing, economy, efficiency, effectiveness and programme
results auditing. Despite this significant development, auditing in developing
countries still focuses on financial/compliance auditing, and has not been
broadened to embrace the new audit trends in terms of economy, efficiency and
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effectiveness, though there have been a numerous calls and recommendations to
this effect by international conferences and organisations such as The United
Nations and INTOSAI. However, to embrace such development it will be
necessary for these countries to reform their budgeting and accounting systems.
The expanding role and scope of audit requires improvement in the budget of the
administrative units to reflect the linkage between expenditure and results, making
it possible to determine the responsibility for expenditures and to assess the
efficiency in utilising resources.
4- Looking at the feasibility of implementing the performance audit approach by
focusing on a federal government hospital, we found that there are deficiencies in
hospital's own budget preparation. The estimation for the forthcoming fiscal year
is prepared and forwarded to the relevant district (Zone) authority, and hence to
the Ministry of Health, where it is incorporated in the Ministry of Health's overall
budget. Such estimation is not carried out on a scientific basis or allocated on
various levels of performance in the hospital. An added difficulty is the lack of a
sound organisational structure, clearly to distinguish the managerial, technical, and
performance levels and denote responsibilities and chain of command. The
accounting system is unable to provide the data and information required for
monitoring the efficiency and effectiveness with which resources are utilised by the
hospital. The system does not pay any attention to the cost of activity.
Classification is by chapters and items, according to the type of expenditure. The
system regards the hospital as one unit, without any concern for details of the
activities carried out by the hospital or the costs and benefit of services provided.
Thus, the system reflects the line item budget application. This situation and the
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absence of performance programme budgeting have created difficulties for the SAI
to carry out its role and responsibility successfully. As a result, the role of the SAI
at present is merely to audit the financial and legal aspects of hospital operations,
without considering the results achieved from them.
Empirical survey:
From the study it was revealed that the SAI is still suffering from obstacles and
difficulties, which weaken its role and responsibility in undertaking an expanded form
of auditing. Some of these difficulties relate to the SAI itself and others to the external
environment,
The objective of the SAI is to examine government operations from an
independent perspective and determine whether they have been executed efficiently
and effectively, and in conformity with government rules and regulations. To perform
this role properly the SAI needs human and financial resources of appropriate quality
and quantity. This would entail development of adequate training programmes and
preparation of an audit manual, giving guidance, standards and criteria for audit work.
The SAT is short of specialised staff to carry out the modern audit techniques. With
inadequately qualified staff, the job of preparing the auditing manual, standards and
criteria would be difficult. In addition to the above difficulties, there are obstacles
from the external environment. Necessary elements which are at present missing or
inadequate include:
a) programming, planning budgeting techniques, incorporating clearly specified
objectives, against which to evaluate; efficiency and effectiveness;
b) an accounting system can capable of relating accomplishment to cost,
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c)

appropriate criteria for the measurement of the efficiency of performance, to
ensure the optimum utilisation of human and material inputs and the relation of
inputs to outputs,

d) an effective management information system which can provide information about
resources, with up-to-date information, making it possible to identify where
problems occur.

10.3. Recommendations

1. Government Budget:
The preparation of budget estimation in the U.A.E still relies on the line item
budget technique, despite the existence of many other modern budgeting
techniques such as programme performance budgeting, which are applied in several
other countries. The researcher recommends that all issues related to the U.A.E
budgeting system, in terms of its objectives, the basis of preparation and
classification, be reviewed in order to make the budgeting system capable of plying
an effective role in planning, managing, monitoring and evaluating the programmes
and activities carried out by various government units. In particular, the researcher
recommends that to strengthen the U.A.E budget role in controlling and evaluating
government programmes and activities, programme performance budgeting should
be adopted. This would assist the SAI to implement the performance auditing
approach as a comprehensive approach to auditing government programme and
activities. The preparation of budget estimations on the programme performance
approach should provide data and information which would help concerned
government authorities and officials to conduct economic planning and rationalize
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their financial policies. The programme performance budget should link the budget
estimation with responsibility centres so that the cost of programmes and activities
can be traced to the units or persons responsible, making the budget a tool to
achieve accountability. The Ministry of Finance, which is the authority responsible
for preparing and controlling the budget in the U.A.E, must take the initiative to
encourage the government units to prepare their estimations on the basis of this
approach. The Ministry of Finance should concentrate on:
a) explaining the importance of reform in the current budgeting system and the need
for implementing the programme performance budgeting techniques;
b) requiring government units to set their programme and activity objectives clearly,
C) explaining programme performance units and measurement;
d) emphasising the importance of adoption of cost accounting;
e) urging adoption of the accrual accounting base;
0 emphasising determination of authority responsibility and chain of command in the
units' organisational structure;
g) establishing accounting responsibility centres;
h) automating budget data and information;
i) identifying the needs of budget personnel in the government units for special
training and development, to enable them to implement programme performance
techniques.
2. Government Accounting System:
The increase in the government activities and burden of new responsibilities in the
public services has resulted in increased expenditures on government programmes and
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activities. Such huge increase in the volume of expenditures gives rise to a need to
improve the current accounting system. In view of the deficiencies identified in the
present system, the researcher recommends the following:
a) maintaining a proper data base and classification system, with linking expenditures
to objectives;
b) establishing standards and principles, to be communicated to personnel, with the
necessary guidance and instructions, in an accounting manual;
c) adoption of the accrual accounting basis and a cost accounting system;
d) developing a uniform system of coding;
e) introduction of automation in producing and manipulating accounting data and
information;
f) integration with the budgeting system;
g) reform of legal acts, to be compatible and harmonise with any change in the
system;
h) recruitment of suitably qualified staff;
I) design of training programmes to satisfy the actual needs of government
accountants, in terms of
1) assessing the trainees' need for development
2) designing programme contents
3) considering appropriate ways of introducing the programme
4) evaluation of the programme
j) provision of timely reports for various groups of users, providing information about
accountability and responsibility of goverment units, the accomplishment of
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programme results, the cost of programmes and activities, capital resources, and the
efficiency of internal and administrative control.
3 State Audit Institution (SAI )
Should the SAI adopt the modern audit techniques, a proper pattern for its
system must be established and any obstacle must be eliminated:

I SAI should recruit personnel qualified in all disciplines appropriate to its
operations. Such recruitment should include, in addition to accounting and
auditing, computing and legal expertise, as well as any special disciplines required
for performance auditing in technical areas. The concept of performance auditing
requires a mixture of disciplines in engineering, economics, statistics, physical
science and other relevant subjects. The present cadre, which is essentially law
oriented, does not have all the skills required for successful conduct of
performance audit. Therefore, a multi-disciplinary approach in is needed,
combining various fields of knowledge. A technical sector could be established,
with personnel drawn from different disciplines and positions working together to
carry out effective and meaningful audit operations.
2. SAI should provide not only training for the new staff but also continuous training
to maximise performance of the staff and increase their knowledge of new audit
approaches. In recent years, the responsibilities of SAI have expanded, due to
growth in government expenditures. Therefore, training programmes should be
reviewed and revitalised to impart new skills to the staff. Specialised training
programmes must be initiated to train the personnel in specific areas like
performance auditing, performance evaluation and human resource management,
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The staff at all levels in SAI should be exposed to various kinds of in-service
training to update their skills and competence. Suitable arrangements to this end
should be made with training institutes and organisations.
3. The SAI should set much emphasis on professional development programmes In
connection with on-the-job training, other programmes should also be introduced.
e.g. courses, workshops, seminars, lecture programmes, etc.,. An effective
approach to continuous professional development might include:
a) tests of competence and efficiency at specified intervals in the auditor's career, in
each segment of the service;
b) sending staff to professional training institutions within the country, for technical
training;
c) sending staff to other Supreme Audit Institutions and professional institutions
abroad, for short attachments, refresher courses and seminars.
d) provision of training and scholarship facilities for those wishing to sit the
professional examinations of the Institute of Chartered Accountants, whether
regionally or internationally.
4. It is desirable for the SAI to develop its own auditing standards for its own
mandate, based on internationally recognised auditing standards. SAT may use the
auditing standards developed by the International Organisation of Supreme Audit
Institutions ( INTO SA.! ) as a guide to establish its own auditing standards, or may
adopt the auditing standards applicable to the private sector. However, these
should be supplemented by instructions specifically applicable to the government
sector. Such formal adoption and promulgation of auditing standards would
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provide the SAI staff with a good basis to achieve audit quality and a yardstick by
which the quality of audit work can be evaluated.
5 Because of the close involvement of the SAI with the application of accounting
standards, it is important for the SAI to participate in an advisory capacity in
development of accounting standards
6 SAI should press the concerned authority to expedite the preparation of legislation
for accounting and financial operations.
7. To exercise managerial responsibility, SAI should produce an audit manual. Such a
manual should include the auditing standards to be observed, or make appropriate
reference to them and should be reviewed and revised regularly. Such a manual
would give the SAP auditors a sense of direction and equip them to perform their
responsibilities efficiently.
8 To ensure sound practice of SAI operations, contributing to the quality of audit
performance, internal review of audit operations is needed. The main objectives of
such review would be to evaluate whether
a) audits have been performed in accordance with the guidelines provided for a
particular audit programme and
b) the audit staff had carried out its tasks in accordance with the SAT policies and
regulation and completed their audit assignment in an effective and efficient
manner.
c) Audit techniques applied in individual audit work would be evaluated.
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9. The organisational structure of the SAI may to some extent affect how the
responsibility for internal control review is allocated. Possible approaches include
the following:
a) Each sector or section of the SAI may be charged with the responsibility for
evaluating a sample of audit undertaken by another sector or section in the SAT.
b) An evaluation team consisting of experienced audit directors may be appointed to
review a sample of audit undertaken by each sector or section of the SM.
c) The responsibility for such review may be assigned to an internal audit unit of the
SAI
d) An external consultant or expert may be appointed.
10.The SAI should produce objective, concise and constructive audit reports. The
audit report should include the significant findings of the audit, with a brief
explanation of the nature and objective of audit. Also, the report should include
areas for improvement, including methods, means to avoid waste, irregularities,
and ineffectiveness. There should also be follow-up references to previous audit
reports by SM.
11. To improve the quality of the audit evidence and satisfy the audited entities about
the audit findings, the SAI should derive audit evidences from:
a- computation and verification
b- interview and discussion
c- questionnaires
d- external reports
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12 The SAT should establish an administrative mechanism to ensure effective
consideration of the audit recommendations and that effective action is taken on
them. Preferably, the SAI should establish a Public Account Committee to
oversee the implementation of its recommendations. In the absence of such a
committee, the SAT should report to the F.N.0 concerning failure to implement
the audit recommendations, and ask the F.N.0 to take appropriate action.
13 SA1 should press the Ministry of Finance to prepare the budget estimation on the
programme performance basis.
14 SAI should seek improvement in the current accounting system to generate
essential data and information which will assist the SAI's auditors to apply a
performance auditing approach when conducting the review and examination of
government programmes and activities.

10.3.1. Some specific recommendations

1. Regarding to the organisational chart for the SAT, the current chart does not
include a performance auditing department or unit which is responsible for
undertaking the planning, managing and supervising the audit work. Thus the SA1
should establish a performance audit department or unit and assign
responsibilities to undertake a performance audit concept as a comprehensive
approach and set a plan, standards, criteria and audit manual, to assist the auditors
to understand and perform the performance audit approach with a great
confidences and effectiveness .
2. The SAI Should demand amendment of the current law which was set during the
establishment of the SAI in the 1970s, since when the SAT has attempted to
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maintain the auditing of regularity and compliance with laws and regulations and
make the government units aware of their misuse and conduct of such laws and
regulations. Now, after more than two decades have passed, the law should be
reconsidered and amended or an article added which specifically indicates the
undertaking the performance audit approach for the government administrative
units. The current articles (10,11) to which the SAI usually refers do not achieve
such objectives.

3. The F.N.0 to which the SAI theoretically belongs should give more attention to the
SAT's reports when presented and establish a audit committee to discuss the
findings in the reports and determine appropriate actions.
4. The SAI should seek assistance from the international organisations and institutions
to build up an effective base for performance auditing. Since the SAI is a member
of INTOSAI, it may seek co-operation and co-ordination to gain benefit from the
experiences of the leading government audit institutions for the purposes of
developing its own performance auditing standards, criteria and manual.
5. SAI should seek other means to assert its views of financial management. The
media and the public are the natural supporters of SAIs in their struggle for sound,
economical and efficient government financial management.
6. SAI should seek means to establish a State Accounting and Auditing Centre to help
auditors and accountants to develop and install new systems and procedures of
goverment accounting and auditing and offer training programmes in various
areas of auditing and public finance, including cost-benefit analysis, government
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accounting and auditing, audit of public enterprises, and audit of development
projects

10.4. Suggestions for Further Research

In view of the limitations of this study, some areas exist where further research
can contribute to better understanding of the implications of the performance audit
approach.

I) The scope of this study was limited to the area of government budgetin g, and
accounting in government administrative units and the role of the SAI to
undertake external audit, taking a public hospital as an example for the project
study. The researcher believes that further research is needed, in those areas of
the U.A.E government sector, which may help in understanding the implications
of the extended form of auditing, i.e., education, social services, water and
electricity authorities, public work authorities, transportation authority and other
concerned government sectors.

2) The researcher believes that there is a need for further research to implement the
extended audit approach for the public-owned corporations and subsidies.

3) Also, the researcher believes that there is a need to determine the behavioural
aspects of performance audit implications and the relationship among different
group affected by the SAI's evaluation.
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APPENDIXES

APPENDIX NO. 1

FEDERAL LAW No. ( 7 ) FOR 1976
ON THE ESTABLISHMENT OF THE STATE AUDIT INSTITUTION

We, Zayed Bin Sultan, President of the United Arab Emirates,
After having perused the provisional constitution,
Law No (1) for 1972, pertaining to the jurisdictions of the ministries and the powers
of the ministries and laws amending thereof,
Law No, (8) for 1973 pertaining to the Civil Service in the Federal Government.
And in accordance with the Prime minister's proposal, the approval of the Cabinet
and Federal National Council and the Sanction of the Federal Supreme Council'
Issued the following law;.

CHAPTER ONE
DEFINITION OF THE STATE AUDIT INSTITUTION

Article (1)

An independent authority called the "State Audit Institution" (SAT) shall be
established and attached to the Federal National Council. The SAT shall audit the
funds of the state and other authorities stated in article (4) herein. The SAI shall
particularly ensure the safety and legality of managing such funds and the
implementation of development projects, all as provided for in this law and its internal
regulation. The State Capital shall be the headquarter of the SAT. Branches for the
SAI can be established in the Emirates members of the Union at the decision of the
SAI President.

Article (2)

The SAI shall be formed of the SAL president assisted by the Vice President and
sufficient number of professional, administrative officials and employees.
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The Internal Regulation shall specify the rules of the SAL personnel, especially the
rules and conditions of their appointment, promotion, transfer, delegation,
secondment, fixing their salaries and remunerations and the provisions relating to their
disciplinary procedures without the adherence ( reference ) to the provisions
stipulated in the law and regulations of the Civil Services. The number of posts shall
be annually fixed in the SAL budget.

Article (3)

The SAL shall be composed of a number of departments and audit sections. The
Internal regulation shall fix the manner of organisation, competences and method of
work performance therein.

CHAPTER TWO
POWERS OF THE SAL

Article (4)

The SAL shall practice audit over the following bodies:
1. The ministries and department of the Federal Government.
2. The Federal National Council
3. The public corporations and bodies.
4. The companies or bodies, in which capital the State or any public artificial person
may have a share not less than 25 % or for which the State guarantees minimum limit
of profit or offers a financial subsidy.
5. Any other body of which audit is charged to the SAI by the Federal Supreme
Council (F. S.C.), the President of the State or the Cabinet.
Upon a written request from the ruler of any Emirate, the SAL may practise audit over
the government departments of such Emirate, as well as the finance of corporations
and bodies attached to it and all companies in which capital the Emirate may have a
share not less than 25 %, or those for which the Emirate government guarantees a
minimum limit of profit offers financial subsidy.
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Article (5)

The SAL shall exercise prior (preventive) audit and post audit on the funds referred to
in article (1), according to the provisions stipulated in this law.

Article (6)

Shall be subject to the SAI prior (preventive) audit, every draft agreement or
contracts or relating to public works supply, lease and other contracts or agreements
which establish rights for the State or for other public artificial persons or which
include obligations or commitments incumbent on them, should the amount of each
agreement or contract reach 500,000 dirhams or more, whatever the method of
choosing the contractor has been. It is not allowed whatsoever, to divide any contract
or agreement in order to decrease its value to an amount which is excluded from the
prior (preventive) audit of SAL

Article (7)

The SAI shall perform audit on the draft agreement or contract, referred to in article
(6), and inform the concerned authority of the result within seven days, as a maximum
period, from the date of receiving the papers and documents of the agreement or
contract and the relating documents.
The effective date of the period referred to in the preceding paragraph will be the date
of receiving the documents and enquires required by the SAL The SAI audit shall
extend to ensure that the appropriations allocated in the budget permit contracting,
that all procedures required before contracting have been implemented according to
the rules stated in laws and regulations and that the draft agreement or contract, with
its included conditions and provisions, conforms with the financial laws and ensures
the financial interest of the State or public artificial persons.
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Article (8)

If the SAI has notified the concerned authority of its decision regarding the draft of
contract or agreement within the period refereed to in the previous article, the
concerned authority shall have the right to conclude the contract without prejudice to
the SAI's power in practising the post-audit and verifying the contract or agreement
after its conclusion,

Article (9)

If the SAI objected to the draft contract or agreement and if the concerned authority
did not find it suitable to take its objection into account, then such authority must
inform the SAT about its point of view supported with evidences which it relies upon.
If the SAI President insists on the SAT opinion, the matter should be referred to the
concerned minister or the official who exercises the minister's powers in that
authority. If the minister's opinion is different from that of the SAI's President, the
first shall refer both points of view to the Council of Ministers ( Cabinet) who will
decide in the matter, finally, after hearing the SM. President's point of view. The
Cabinet's decision shall be adopted. However, in case the Cabinet's decision is
contradicting that of the SAI President's point of view, the latter has to submit a
detailed report on the case to Federal National Council (FNC) within a week from the
date of issuing the Cabinet's decision accepting the contract or agreement.
The report shall be forwarded to the F.N.C. to be considered in the first session
following its receipt.

Article (10)

In the field of post-audit, the SAT shall exercise the following powers;
1. To ensure that the administrative authorities have collected the revenues accrued
for the State and added them the related accounts. For this purpose the SAI shall
scrutinise the documents, sheets, and accounts to ensure the sound calculations of
such dues, that the collected amounts are the legally accrued and that the financial
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operations relating to the collection of these accrued amounts and their entry, have
been accomplished regularly and according to the financial and accounting laws,
regulations and rules.
2. To ensure that the expenditures have been adequately disbursed within the limits of
appropriations allocated in the budget and accordance with the objectives for which
such appropriations had been allocated, and that the expending operation, in all
stages, has been accomplished according to the accounting and financial laws.
regulations and rules of the budget For this purpose the SAI shall ensure that
appropriations have been used without extravagance, according to the rules of the
Internal Regulation and that the financial disposals have been executed according to
the accounting and financial laws and regulations, in addition to the rules of the
budget.
3 To audit the reconciliation accounts such as trusts, advances and current accounts,
in order to ensure soundness of their operations, that their numbers have been entered
in the accounts and that they are supported with legal documents.
4. To audit loans concluded by the public artificial persons in order to ascertain:
(a) The soundness of the financial conditions provided in the loan contract, and,
(b) That the original loan plus its interests have been repaid according to the rules
adopted in this respect.
But as far the loans concluded by the State, the SAI audit of them shall be limited to
the rules to what fell under clause (b) above.
5.To audit the investment of the State's funds and of other public artificial persons to
ensure the extent of soundness of annual inventory operations and studying the
reasons resulting accumulation or damage of stored materials, and to propose
appropriate means for safe-keeping and maintaining such materials and necessary
rules for sound planning to supply the warehouses and stores.
7. To control the implementation of development projects as stated in the plan to
ensure sound utilisation of appropriations allocated in the budget for such projects,
and that the said projects are implemented within the adopted costs and time limits,
and has realised the targets of the plan, as well as explaining the reasons of deviation
and deficiency.
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8. Examining the final and appropriation accounts of all authorities audited by the
SAI, as well as balance sheets, profit and loss accounts, operating and trading
accounts of the corporations and companies of economic sector subjected to the SAI
control, and their documents to identify the exact financial position of the authorities,
corporations and companies and to determine that their returns are sound and
expedient and to limit the rights and obligations of the State and the public artificial
persons vis-a-vis these companies. The SAI shall also examine the reports presented
by external auditors to the general assemblies.
9. Making the inventory of money, stamps and papers of value to ensure their
conformity with entries.

Article (11)

Within limits of its powers stipulated in this law, the SAI shall undertake the
following:
1. To detect incidents of defalcation, negligence and financial contraventions,
investigate therein, quest for their motives thereof, study the aspects of deficiency in
legislation and the system of internal control which led to their occurrence and
propose the means of remedy.
2. To study and scrutinise various financial and accounting laws, rules and regulations
as well as the method of conducting financial operations in order to ensure the extent
of their soundness, determine the aspects of deficiency and imperfectness therein and
propose the means it deems necessary to reform and improve them in order to make
the funds management, subject to audit, the optimal standard of soundness, efficiency
and accuracy.

Article(12)

The SAL President shall prepare an annual report for each of the final accounts of the
bodies subject to the SAI audit, in which the observations and aspects of difference
occurring between the SAT and the body concerned, shall be elaborated.
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The report shall be submitted to the Federal National Council before the date
appointed for approving the final account relating to that report which shall be
notified, in the meanwhile, to the Federal Supreme Council, the State's President and
the Council of Ministers (Cabinet). If the report is pertaining to a corporation or a
company it shall be notified, too, to the Corporation's Board of Directors and to the
Company's General Assembly 30 days before convening them to approve the balance
sheet and final accounts.
All these councils and boards can invite the SAT President or the SAT Vice-president
to attend their meetings in which the SAI's reports shall be debated, He can address
the meeting and state his opinion in the debated matters.
The SAT President may also submit other reports, within the fiscal year, about matters
which he deems to be of great importance requiring urgent perusal of concerned
authorities.

CHAPTER THREE
EXERCISE OF POWERS AND AUDIT SANCTIONS

Article (13)

The SAT shall practice its powers as provided in this law by both methods of auditing
and inspection. SAT can perform inspection on the bodies subject to its audit
spontaneously or at the request of the authority concerned.
The audit practised by the SAI shall be complete or selective and according to the
rules determined by the work plan drawn up by the SAI, and which shall not be
available to the acquaintance of the bodies subject to audit.

Article (14)

The SAT is entitled to scrutinise any documents, record or papers which the SAT
deems necessary for its proper performance of audit.
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Article (15)

The auditing operations shall be undertaken at the SAT's premises or at the premises
of the body where the accounts, records and the supporting documents are found

Article (16)

All the officials and employees in the bodies subject to the SAI audit shall be
financially responsible for their disposals relating to the funds, under audit, according
to the rules stipulated in this law and the Internal Regulation and shall therefore be
subject to inspection and audit by the SAI but as for ministers, it is sufficient for the
SAI to prepare a report regarding the acts and procedures attributed to them. SAI
President shall submit the report to the Federal National Council and notified it to the
Federal Supreme Council, the State's President, and the Council of Ministers
(Cabinet).

Article (17)

The SAI shall draw up the results of its auditing and inspection in the form of
observations to be reported to the concerned authorities through the relevant
ministers. Those authorities shall provide the SAI with their replies on those
observations, carry out the SAI's demands and take the necessary measures for
collecting the lost monies or those which were spent illegally or receivables the
collection of which has been neglected, and such action to take place, within one
month from date of notification.

Article (18)

It shall be sufficient for a competent Minister to submit a signed statement every 3
months to stand as evidence for the special confidential expenditures. The statement
shall include details of monies expended, during the said period, from the
appropriation of confidential expenditures allocated in the budget for his Ministry, as
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well as a certificate stating that such expenditures have been disbursed within the
authorised appropriation limits and directed to the objectives allocated thereof

Article (19)

The following shall be considered as a financial contravention, in the application of
this Law:
1. Violation of financial rules and provisions as stipulated in the Constitution, laws
rules and regulations.
2. Violation of the State General Budget provisions as well as those budgets of bodies
subject to the SAI audit.
3 Every disposal, negligence or deficiency resulting in illegal disbursement of monies
from the funds subject to SAI audit, or loss of financial rights of the state or any other
bodies subject to the SAI audit or prejudicing any of their financial interests or to the
funds under audit or delay of implementation of development projects.
4. Defalcation of funds under audit or mistrust thereon.
5. Commitment of unnecessary expenditures not required by the public interest.
6. Not to provide the SAI with the accounts and their supporting documents in fixed
time, or with any required papers or documents or other, for audit purposes.
7. Not responding against the SAI observations or correspondence, in general, or
delay for replay without genuine reasons. The employee's reply aimed at
procrastinations and postponement shall be considered as a non-reply.
8. Delay, with no reasons, to inform the SAI during a maximum of 15 days, of what
has been taken by the concerned department. to adopt penalties against financial
contravention that endorsed by the SAI or to slow down without sufficient
justifications.
Generally any disposal or negligence that leads the SAI not to exercise its powers
properly.
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Article (20)

the SAL shall investigate in financial contravention, whether being discovered by the
SAI or by the concerned administration. Hence the SAT President shall adopt one of
the following decisions regarding it:
1. To set processes if the act has not constituted a financial contravention or if it
proved not committed by the official.
2. referring papers to the concerned administration to inflict the disciplinary penalty
deemed by the SAI on the violator, if the infliction of the penalty comes within the
jurisdiction of that body. The administration shall issue its decision within 15 days
from the date of being notified of the investigation result by inflicting the disciplinary
penalty requested by the SAI to be inflicted. It has to notify the President of SAT of
the decisions it has taken in respect of the financial contraventions, within 15 days
from the date of issuing thereof.
3. To submit the case before the Disciplinary Council, stipulated in this law, in order
to settle it in accordance with the rules and measures provided in this law, the Civil
Service Law as well as the rules and measures stipulated in the Internal Regulation,
but not to be prejudiced with the provisions of the two aforesaid laws.
The Disciplinary Council, set up according to provisions of this law, shall be
considered as a Public Law court ( i.e. the court which has the general jurisdiction )
for all the financial contraventions referred to it from the SAL, whatsoever the body
from which the doer is.

Article (21)

Officials of grade I and above, or those whose salaries are within its limit or more,
shall be tried by a Disciplinary Council to be set up under the chairmanship of a
member of the Federal Supreme Court, and membership of the SAI Vice President
and another member to be nominated by the Cabinet, provided that his financial grade
shall not be less than that of the official referred to the disciplinary trial.
If the official referred to the disciplinary trial is occupying the second or third grade or
if his salary is within the fixed limit within them, he shall be tried by a Disciplinary
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Council to be set up under the chairmanship of a judge nominated by the Minister of
Justice, a member from the SAT to be chosen by the SAI President, provided that his
post is not less than a controller, and a member of the Ministry or the Body where the
contravention took place, to be chosen by the concerned Minister, provided that his
financial grade is not less than that of the official referred to the disciplinary trail.
The Disciplinary Council shall notify its decision to the SAI within one week from the
date of its issue.

Article (22)

The official shall not be exempted from the penalty unless he proves that the
contravention he committed has been in execution of a written order issued to him by
his superior, despite his written notification to the superior of the contravention. In
such a case, responsibility shall be on the person who issued the order.

Article (23)

The disciplinary case in respect of financial contraventions shall be nonsuit after five
Gregorian years from the occurrence thereof
This period shall cease by procedures of investigation, accusation or trial and the
period shall start again from the date of the last action.
In cases of multiviolators, the cease of the period for one of them necessitates its
cease for the others, even though no action for cease have not been taken against
them
In all cases, the case shall be dropped in case of death of the defendant.

Article (24)

The official shall be held responsible for the financial contraventions even after the
termination of his services for any reasons. The disciplinary case shall be filed against
him provided that it was not terminated or dropped by the elapse period, according to
the provisions of the preceding article,

376

The Disciplinary Council forming for his trial shall be set up according to his grade or
salary on leaving service. Through a decision from the Disciplinary Council, the
disbursement of pension or remuneration may be suspended until the end of his trial

Article (25)

The penalties which could be inflicted on the official who left service are:
1. A fine not less than 100 dirhams and not exceeding his salary he was receiving for
the month in which the contravention occurred.
This fine shall be collected by deduction from the official's pension or remuneration, if
any , legal limits, or by means and ways adopted for collecting public funds and
receivable.
2. Deprivation from the pension, not exceed 1/4, for a period not exceeding three
months.
3. Decreasing the pension or the remuneration not more than the 1/4, from the date of
judgement.

Article (26)

If the investigation in the financial contravention has resulted into the existence of a
penal crime the SAI shall refer the papers to the Public Prosecutor office to adopt
what it deems necessary in this respect.

Article (27)

In order to investigate financial contraventions, the SAT shall be entitled to make
direct contact with all officials and employees in the bodies subject to audit and peruse
any document, record or papers it deems necessary for investigation. It has the right
too, to take actions to scrutinise all financial contraventions, and listen to all officials
and employees, question them and precautionary suspend them from service, seize
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properties, use all necessary means to protect the funds under audit and to refund the
lost funds or those illegally disbursed.
The precautionary suspension of official from work and the seizure of properties shall
be done by a decision from the SAI President provided that the concerned minister
shall be notified of it.

Article (28)

In order to audit some technical aspects in the bodies subject to its audit, the SAT
shall seek the assistance of experts and technicians. The SAT President shall issue a
decision to determine their remunerations, for each case separately.

Article (29)
Should a dispute take place between the SAI and any of the ministries, departments or
public corporations and institutions, regarding the audit practised by the SAT, the
concerned administration shall refer the matter to the Cabinet for settlement. The
Cabinet decision shall be effective, without prejudice to the powers and jurisdictions
stipulated to the SAI in this law.

CHAPTER FOUR
SAT STAFF

Article (30)

The SAI President should be one of the national appointed by a Federal Decree and
treated as a minister as for as the salary pension, allowances and financial benefits, and
the system of accusation and trail.
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Article (31)

The SAL President shall be irremovable. His term of office shall not be terminated
except for any of the following reasons:
1. Resignation.
2. Reaching retirement age.
3. He is unable to perform his job because he is medically unfit.
4. Entrusting him with another post, upon his approval.
5. Issue of a decision from the competent authority for the minister's trial.
6. Issue of a decision from the Federal National Council, by a two thirds majority of
the present members.

Article (32)

Before exercising his job duties, the SAI President shall take the following oath before
the Federal National Council: "I Swear by Almighty God to be sincere to the State of
the United Arab Emirates, respect its constitution and laws, act to maintain the public
funds, perform my duties honestly and truthfully and maintain the secrecy of works"

Article (33)

During his term of office, the SAI President shall not be permitted to assume any
other public post. He shall not be permitted even indirectly to buy or lease, state
properties even through public auction, or let to the state or sell to it any of his
properties or make a barter thereof. He shall not be permitted to participate in any
commitments concluded by the state or public corporations and institutions, nor have,
in additions to his post, the membership of any board of directors of a company,
corporation or institutions.
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Article (34)

The SAI President shall prepare the budget draft of the SAT with the agreement of the
Speaker of the Federal National Council who will forward the draft within the legal
time to the Minster of finance, who inserts the draft, as it was forwarded to him by the
President of the Federal National Council, under a special section of the State General
bud get

Article (35)

The SAI President shall undertake the technical administrative supervision over the
SA' activities and staff. He shall have, regarding the SAI staff, all powers authorised
to a minister by laws and regulations. He shall also have all the powers authorised to
the Minster of Finance regarding preparing estimates of the SAI expenditures in the
General Budget and regarding the use of appropriations allocated to the SAT in the
bud get. without being subject to control of the Cabinet, the Minister of Finance or the
Council of Civil Service.

Article (36)

The SAT Vice-president shall be a national whose appointment together with the SAT
advisors and directors shall be through a Federal Decree, after the proposal of the SAT
President.

Article (37)

The SAT Vice-president shall assist the SAI President in organising the SAT and
managing its works, according to the Internal Regulation. He shall replace the
president during his absence or vacancy of post. The president may as well charge him
with some of his powers.
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Article (38)

With the exception of the posts stipulated in article 30 and 36, the appointment in the
SAI posts shall be by a decision from the SAI President

Article (39)

The SAT shall have a Staff Affairs Committee set up under the chairmanship of the
SAI Vice-president, the membership of one of the advisors and three senior
professional officials to be chosen by the SAI president, through a decision from the
latter. The head of Personnel Affairs Division at the SAI shall undertake the
secretariat.
The Committee shall be concerned with all the affairs of the SAI personnel, according
to rules stipulated in the Internal Regulation.

Article (40)

The SAI professional officials shall be irremovable except through disciplinary
procedures. They shall not be transferred nor delegated to another post outside the
SAI before having their opinion and the SAI president's approval.
The Internal Regulation shall define the meaning of the term "Professional Staff'
where mentioned in this law.

CHAPTER FIVE
FINAL PROVISIONS

Article (41)

The Federal National Council shall have the right to invite the SAI President to attend
its sessions in which SAI reports are debated and allow him to speak and give his
opinion on debated matters and on the Government's related replies and information.
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Article (42)

In the e% ent the Federal National Council is dissolved, the SAT shall be temporarily
attached to the President of the State

Article (43)

The SAI President shall notify the speaker of the Federal National Council before
startin g his annual leave.

Article (44)

The Internal Regulation shall be issued by a Federal Decree, according to a proposal
from the SAI president. It shall particularly include the organisation of all referred
matters as per the provisions of this law, as well as other matters necessary for
implementing its provisions.

Article (45)

This law shall be published in the Official Gazette and shall come into force from the
date of its publication.
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APPENDIX 2.

The following provision is translated from Arabic by the writer.

THE FEDERAL LAW NO. 14
FOR THE YEAR 1973 FOR THE RULES OF PREPARATION OF GENERAL
BUDGET AND THE CLOSING ACCOUNTS

We, Zayed Bin Sultan, President of the United Arab Emirates,
After having perused the provisional constitution,
Law No. (1) for 1972, pertaining to the jurisdictions of the ministries and the powers
of the ministries and laws amending therof,
Law No, (8) for 1973 pertaining to the Civil Service in the Federal Government.
And in accordance with the Minister of Finance's proposal, the approval of the
Cabinet and Federal National Council and the Sanction of the Federal Supreme
Council'
Issued the following law;.

Article (1)

The general budget for the Federal State comprises all estimated collected revenues
and all estimated spending expenditures by the ministries and their units during the
fiscal year. The fiscal year is twelve months commencing on the first of January and
ending at the end of December each year.
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Article (2)

The Nlinistry of Finance prepares the estimation of revenues after communicating with
the other ministries and concerned bodies. It must complete its preparation within the
month of September prior to the end of the fiscal year concerned.

Article (3)

The estimation of revenues shows various types of revenues and the basis of
estimation with comparisons to the estimations for the previous fiscal year and the
reasons for differences between the estimations for the two years.

Article (4)

The estimation of the revenues relies on the amount of actual revenues and the
collection expenditures set in the estimation of expenditure. The estimation of
revenues is accompanied by a statistical disclosure of the basis of estimation, and an
indication of the factors that affect the estimation during the fiscal year. The revenue
estimation includes the shares that Emirates has allocated from its annual resources
for the Federal Budget.

Article (5)

The total estimated revenues for the fiscal year are allocated to the expenditure in the
general budget for that fiscal year.

Article (6)

The budget allocation is distributed to ministries, which are composed of
departments. The Minister of Finance determines, by decree, the budget departments,
according to the classification of government ministries and various other spending
bodies, after agreement with the ministries.
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Article (7)

Each Ministry and department's budget comprises four chapters. The first chapter is
devoted to salaries and wages, the second chapter is for general expenditure, the third
chapter is for special expenditure and the fourth chapter is projects. Each chapter is
divided into items according to type of expenditure. The Ministry of Finance
determines the items into which each chapter is divided.

Article (8)

Each ministry, according to its own purposes, prepares a pre-estimate of the
expenditure in accordance with the instructions of the Ministry of Finance in this
regard. This estimation shows the type of expenditure by chapter and item, with
mention of the pre-year estimations and the reasons for requests for increase or
abolition of posts and for increase or decrease of other expenditure appropriations.
Employees' salaries are set in the budget on the basis of the average for each.

Article (9)

The ministries provide the Ministry of Finance with a preliminary estimation of
expenditures during the month of September before the commencement of the fiscal
year.

Article (10)

If a ministry delays in estimating expenditures, beyond the date specified in the
previous article, the Ministry of Finance is allowed, after notification to the delaying
ministry, to undertake itself the estimation of such expenditure on the basis of the
current fiscal budget for that ministry, taking into consideration any amendments that
have been made during the year and other considerations relevant to the ministry.
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Article (11)

If the preliminary total of expenditure is greater than the appropriated revenues for the
general budget, the Ministry of Finance determines for each spending unit the
maximum level of expenditure, which must not be exceeded so that the total
expenditure does not exceed the allocated revenues.

Article (12)

The Ministry of Finance discusses with each ministry the estimation of its expenditure
and revenue and the Council of Civil Services undertakes the estimation of the
capacity of Chapter One ( salaries and wages ) and discusses its details with each
ministry, to determine the number of posts and the ranks required.
The Committee of Planning and Co-ordination of Projects undertakes determination
of projects which will be executed during the fiscal year. If the Ministry of Finance
accepts the expenditure proposals of all the ministries, it prepares a draft general
budget according to the above mentioned rules.

Article (13)

The draft proposal of general budget will be presented to the Finance minister for his
approval.

Article (14)

The Finance minister, after approving the draft proposal budget, prepares a report
about this proposal, including a general overview of the financial and economic
situation in the country.
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Article (15)

The Finance minister presents the draft proposal of the general budget, accompanied
by his report, to the Council of Ministers, for approval. Approval must be obtained
prior to the end of the month of October each year.

Article (16)

The draft proposed annual budget, including a report of revenue and expenditure, is
transferred to the Federal National Council for discussion and observations, at least
two months before the commencement of the fiscal year.

Article (17)

The draft proposal of the annual budget, after discussion in the Federal National
Council is transferred to the Federal Supreme Council, together with the observations
of the Federal National Council and the budget is issued by a law.

Article (18)

In all cases where the budget law is not issued before the commencement of the fiscal
year, a Federal decree may be issued to accredit temporarily monthly appropriations
on the basis of a twelfth part of the appropriation of the prior fiscal year, in
accordance with the presentation of the Finance Minister.

Article (19)

Any expenditure not included in the budget or greater than the appropriation in the
budget, and each transfer of any amount from one budget chapter to another, requires
a law. However, in an emergency, such spending or transfer may be accredited by a
law according to the provision of 113 of the provisional constitution of the United
Arab Emirates. The concerned ministry is allowed, with the approval of the Ministry
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of Finance and agreement of the Council of Ministers, to exceed the appropriation of
one expenditure chapter, if there is a surplus in the appropriation of another chapter

Article (20)

The Ministry of Finance must send to each ministry a copy of its budget, soon after
the budget law has been issued.

Article (21)

It is not allowed, without a special law being enacted, to exceed the number of posts
assigned in the general budget.

Article (22)

Each ministry must not exceed the allocation of budget items unless there is a surplus
in the allocation of another item in the same chapter, and then only at the request of
the concerned minister and with the approval of the Ministry of Finance.

Article (23)

It is not allowed for any ministry to spend any items in Chapter Three unless it
obtains prior financial approval from the Ministry of Finance. And it is not allowed for
any ministry exceed the allocation of an item in Chapter Three unless there is a surplus
in another item in the same chapter, and after obtaining prior permission from the
Ministry of Finance.

Article (24)

If a project which is included in the fourth chapter during the fiscal year is not
accomplished, the rest of the estimation for the project will be allocated in the budget
of the following year.
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Article (25)

It is not allowed for any ministry to enter into any contract which results in a financial
obligation that continues from one financial year to another year. However, it is
permissible to assign rent , maintenance and purchasing and projects for a period of
more than one fiscal year, with the permission of the Ministry of Finance.

Article (26)

Each appropriation in the budget which is not spent or about to be spent during the
fiscal year is abolished, without prejudice to articles 24 and 25

Article (27)

Each ministry and unit must open expenditure records compatible with the budget
chapters and items and provide the Ministry of Finance with a list of expenditures and
revenues for each month, during the second week of the next month. The Ministry of
Finance will open similar records for each ministry and compare them monthly with
the ones in the ministries.

Article (28)

The method of financial auditing over the ministries and various spending bodies is
organised by the law to ensure that what is shown in the records mentioned in the
previous article accords with the reality, and the execution of budget by chapter and
items is in accordance with the provisions of laws and decrees and financial directions

Article (29)

All personnel responsible for the financial affairs in the ministries must provide the
Ministry of Finance and those performing the financial audit, with the data that they
request, and show them all records, papers and documents that they want to see
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during their performance of the audit. Violation of these duties will result in the
appropriate penalties.

Nrticle (30)

Spending of the ministries and various departments is through the financial
manauement in the ministry. This department determines the methods to be followed

in the execution, according to the rules and instructions issued by the Ministry of
Finance
Article (31)

All charges and fines collected by the ministries and other revenues are to be dealt
with by the financial department in the ministry, which executes the rules and
instructions issued by the Ministry of Finance in such regard.

Article (32)

Each ministry must prepare its closing accounts for the revenues and expenditures for
the expired fiscal year, and provide them to the Ministry of Finance no later than two
months from the expiration of the fiscal year.

Article (33)

The closing account for the revenues presents the total collection in each of its
divisions, with the reasons for any increase or decrease from what was estimated in
the general budget. It also shows uncollected revenues and the reason for them.

Article (34)
The closing account for the expenditures shows the approval of each item and any
changes which occurred during the year. It also shows the actual spending for each
item and the reasons for variance between the estimated appropriation and actual
spending.
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Article (35)

The Ministry of Finance sets the required instructions and the detailed rules that the
ministries must follow in preparation of their closing accounts. and the data that must
be shown in respect of the reconciliation accounts and loans accrued for the
government and the government funds deposited in the banks or other places. It also
determines the process to be followed in regard to making inventory of government
safes and checking the materials in any government stores and lays down other rules
which give the real financial position for the state at the end of expired fiscal year.

Article (36)

Each ministry prepares its closing account in the light of the instructions given in the
previous article and sends it to the Ministry of Finance, together with the observations
of the concerned financial auditing authority, if such exist, and the responses of the
ministry to those observations. The Ministry of Finance studies the closing accounts
for all ministries and the observations of the financial auditing and prepares a report of
the result of this study. The draft law to accredit the general closing account of the
state is presented to the Council of Ministries together with the observations in this
respect, then transferred to the Federal National Council during the fourth months
after the expiry of the fiscal year, for discussion and observations, prior to transferring
it to the Federal Supreme Council for approval and issue by the President.

Article (37)

The Finance minister issues the regulations for budget, accounts and stores. Until this
occurs, the work continues under the regulations currently in force.

Article (38)
All rules that contradict this law shall be abolished.
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APPENDIX NO. 3
LIST OF QUESIONNAIRES

As a member of the State Audit Institution (SAT) in the U.A.E.
Do you agree that:
1- The aims are clearly specified to all levels at the "State Audit Institution", and in
conformity with the laws, decisions and main directives for work in the Institution
]
No [
Yes [
]
2- There are good and continuously developed plans for such aims, and there are
some of the policies which are consistent therewith.
Yes [
]
No [
]
3- These policies are understood on all the administrative levels and by the members of
the audit.
]
Yes [
]
No [
4- Is there an organisational chart for the "Institution"?
]
Yes [
No [
5- Does this organisational chart show the work and activities involved?
]
Yes{
No [
]
6- Does this organisational chart indicate the lines of power and responsibilities?
Yes [
]
]
No [
7- Is this organisational chart subject to continuous development according to the most
modern methods of scientific management?
]
No [
Yes [
]
8- Are the policies and procedures of work within the "Institution" clear?
Yes [
No [
]
9- Are the jobs, responsibilities and authorities clearly specified in respect to all levels in
the "Institution"?
Yes [
No [
]
Do you agree that the reasons behind setting up the State Audit Institution, are carrying
out the following operations:
10- To verify that the financial operations in respect of the revenues and expenses were
carried out according to the financial laws and regulations in force?
Yes [
No [
11- To ensure the good planning and investment of the public resources (revenues or
expenditures)
Yes [
No [
J
12- To make use of the advantages and output of the government programmes and
activities, and to verify whether the ministries and the government corporations and
establishments are efficiently and effectively achieving their purposes.
Yes [
No [
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Do you agree that it is appropriate for the members of the state audit and audit authorities
to carry out the following functions.
13- Design or participate in the audit system?
No [
Yes [
14-Evaluate the various audit systems in the govt. units?
Yes [
No [
15- Diagnose the problems in the govt. units?
Yes [
No [
16- Submit recommendations for solving the problems?
Yes [
No [
17- Follow-up the recommendations?
Yes [
No [
18- Solve the problem?
Yes [
No [
19- Advise on financial violations?
Yes [
]
No [
20- Determine the existing negative aspects?
Yes [
No [
21- Study and examine the laws and regulations?
Yes [
]
No [
22- Estimate the extent of conformity with financial and administrative laws &
regulations?
Yes [
]
No [
23- Participate in laying down the financial and accounting policies of the
government units?
Yes
[
]
No [
24- Receive and examine complaints and grievances from employees in the government
units?
Yes [
]
No [
25- Evaluate the extent of effectiveness of the government units?
Yes
]
[
[
No
26- Evaluate the policies of the senior administration?
[
]
Yes
No [
Which of the following type of auditing is more frequently used in the SAL
[
]
27- Regulatory and Compliance Audit
28- Economy and Effeciency Audit
[
29- Effectifiness Audit
[
30- Programme Result Audit
[
In order for the governmental audit to be effective in respect of auditing and evaluating
the performance of the government programmes and activities, such audit must be
comprehensive including all the elements of such programmes. Do you agree that the
performance audit deals with the examination and evaluation of the following aspects?
31-- Whether the plans and aims are clearly specified and whether the unit's policies are
in conformity therewith?
Yes [
]
]
No [
32- Whether the administrative data are gathered in a systematic and orderly way?
Yes [
No [
]
]
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33- Verify the accuracy of the reports prepared by the administration, and how
appropriate they are?
No [
Yes{
34- Evaluate the extent of accuracy and appropriateness of the various audits?
Yes [
]
No [
35- evaluate the available standards and measures performance?
No [
Yes [
36- Assist the administration in the evaluation and audit of the work and different
services?
Yes [
]
No [
Do you think that the achievement of above-mentioned aspects should be undertaken by:
37- The financial directors in the unit?
Yes [
]
No [
]
38- Auditors from outside the unit?
Yes [
]
No [
]
The
sections
of
internal
auditing
unit?
39No [
]
Yes [
]
40- A committee or a team of the unit's auditors?
]
No [
]
Yes [
41- The authorities of external auditing (SAT)
]
Yes [
]
No [
Do you agree:
42- That the main aim of the performance audit in (SAT) is to evaluate the performance of
the governmental administration?
Yes [
]
No [
]
43- That the task of the performance aud it is not to determine the problem, but to
propose the appropriate solutions therefor?
No [
]
]
Yes [
44- That the tasks of the performance audit should not go beyond identifying the core of
the problem?
Yes [
]
]
No [
45- The performance audit aims at assisting the government depts. to solve their
problems?
Yes [
]
No [
]
46- That the carrying out of performance audit requires knowledge of the technical
aspects when evaluating the government programmes and activities, therefore the
"Institution's" auditors need to be specially qualified and trained before undertaking the
audit?
No [
]
Yes[
]
47- That the performance auditors are the ones who determine the standards of
performance for the government programmes and activities
No [
]
Yes [
]
That the performance audit should evaluate the performance of all employee at
48- All levels
Yes [
]
No [
49- Administrative levels Yes [
]
No [
50- Operations' levels?
Yes [
]
No [
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Please indicate whether the following auditing methods are appropriate or inappropriate
for the SAI
51- Auditing of the documents and records.
Yes [
]
No [
]
Examining
whether
the
laws,
rules and regulations are appropriate and suitable.
52Yes [
]
No [
]
53- Observation and Viewing.
Yes [
No [
]
54- Holding of interviews.
Yes [
]
]
No [
55-Using questionnaires
Yes [
]
No [
]
56- Initial surveying of the operations required to be audited
Yes [
]
No [
]
57- Data analysis ( past with present and present with future)
Yes [
]
No [
]
58- Data analysis ( within the unit)
Yes [
]
No [
]
59- Comparisons with similar units
Yes [
]
No [
60- The standards of auditing are considered as the measurement of the occupational
level of performance . Is there any necessity for the existence of standards of
government auditing independent of that of the private sector auditing.
Yes [
] Not Sure [
No [
61- Do the "State Audit Institution" auditors utilise specific standards or measurements
by means of which they are able to determine the effectiveness of government
programmes and activities?
No [
Yes [
Not Sure [
62- How far are these standards used to judge the effectiveness of the government
programmes and activities in the" Institution's" reports.
Always Sometimes To an Extent
I
[
[

Not Used
[

63-Please allocate the time you think is assigned for the folloeing elements when you
perform your assignement in SAL
A- Verifying the accuracy and validity of
proof of the transaction.
%[
B. Verifying the extent of conformity
with the laws, rules and regulation
%[
C- Determining the extent of efficiency
and economy m the utilisation of public funds % [
D- Examining, and evaluating the effectiveness % [
% [
E- Examining, auditing and other work
%l00
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[

Do you think that there is a need to appoint specialised personnel in the following fields to
increase the effectiveness of audit in the S.A.I.
64- Accounting and auditing
Yes [
] Not Sure [
]
No [
Management
and
public
administration
65No [
Yes [
]
] Not Sure [
66- Economy
Yes [
]
No [
] Not Sure [
67- Architecture
Yes [
]
No [
] Not Sure [
68- Medicine
Yes [
]
No [
] Not Sure [
69- Psychology
Yes [
]
No [
] Not Sure [
70- Statistics
Yes [
]
No [
] Not Sure [
71- Agronomy
Yes [
]
No [
] Not Sure [
72- Sociology
Yes [
]
No [
] Not Sure [
73- Law
Yes [
]
No [
] Not Sure [

]
]
]
]
]
]
]
]
]
]

The plan or programme is considered as the framework within which the specified aims
and the different operations are translated
74- Is there a general plan or a work programme in the "State Audit Institution"?
Yes [
No [
] Not Sure [
If the answer is Yes:
75- Are the concerned depts. and sections in the "State Audit Institution" asked to
participate in preparing the plan?
] Not Sure [
Yes [
No [
J
76- Are the members of the audit asked to participate, in order to find out their personal
point of views and opinions.
Yes [
No [
] Not Sure [
Please express your point of view on the nature of the contents of the State Audit
Institution's reports. in that they:
77- Take care of the different matters in an exaggerated manner
Always [
] Sometimes [
] Never [
78- Involve explaining the financial aspects and the extent of conformity with the laws
and regulations and the violation thereof
] Sometimes [
] Never [
Always [
79- Explain the extent of efficiency in utilising the public resources.
] Sometimes [
] Never [
Always [
80- Show the misappropriation of public resources.
] Never [
] Sometimes [
Always [
81- Explain the extent of effectiveness in achieving the output of the programmes.
] Never [
] Sometimes [
Always [
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82- Determine the reasons which caused the failure to achieve the output of the
programmes.
Always [
] Sometimes [
] Never [
83- Advise on government programmes which were executed without studying the
existing alternatives.
] Sometimes [
Always [
] Never [
84- Advise on government programmes which were rectified.
Always [
] Sometimes [
] Never [
85- Advise on financial violations which were not rectified
Always [
] Sometimes [
] Never [
86- Advise on administrative violations which were rectified.
Always [
] Sometimes [
] Never [
87- Advise on administrative violations which were not rectified.
] Never [
Always [
] Sometimes [
88- Involve the demand to find and provide for the financial and accounting rules and
regulations.
] Never [
Always [
] Sometimes [
In order to carry out an effective audit, it is imperative to overcome the obstacles which
obstruct the auditor's work, and to find the necessary requirements which enable the
auditing authority (SAI)to exercise the auditing work accurately, efficiently and
successfully.
Please indicate your opinion on the following:
First: Internal obstacles and requirements.
89- The complaints and resistance of some employees to modern methods because they
are unable to adapt to changes.
]
No [
Yes [
] Not Sure [
90- The auditors' lack of knowledge and scientific methods.
I
No [
] Not Sure [
Yes [
91- Inefficiency of the persons qualified to undertake the required tasks.
]
No [
] Not Sure [
Yes [
92- Shortage of qualified and specialised auditors, and their inclination towards jobs
which may pay higher salaries or give better prestige.
] Not Sure [
]
No [
Yes [
undertaking performance audit.
93- Absence of a guide in
] Not Sure [
No [
]
Yes [
94- Absence of standards and measurements for performance audit.
] Not Sure [
]
No [
Yes [
95- Lack or inadequacy of training programmes.
]
No [
] Not Sure [
Yes [
96- Inadequacy of the funds and provisions necessary for the performance audit in the
Institution's budget.
Yes [
]
No [
] Not Sure [
]
Second: External obstacles and requirements.
97- Backwardness of the financial, administrative and accounting information
system.
Yes [
]
No [
] Not Sure [
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98- Weakness of the internal audit or its absence in the first place.
No [
] Not Sure [
Yes [
99- Failure to specify the units of standard for the work unit.
] Not Sure [
No [
Yes [
I
100- Failure to specify accurately the aims, especially for the programmes in which the
aims can be measured.
] Not Sure [
No [
Yes [
I
101- Lack of experts with specialised technical skills in the technical activity.
] Not Sure [
No [
Yes [
I
102- The present form of the budget (chapter and items).
] Not Sure [
No [
Yes [
I
103- Lack of sufficient independence for the senior audit authority.
Yes [
] Not Sure [
No [
104- The accounting system is unable to provide the necessary information for the
performance audit.
Yes [
]
] Not Sure [
No [
105- Is the present classification of the public budget in the United Arab Emirates the
best basis for preparation thereof?
Yes [
]
No [
] Not Sure [
Does this form of the budget achieve the different aspects of audit on the government's
activities in respect of:
106- Auditing the items of expenditure and conformity with law.
]
No [
] Not Sure [
Yes [
107- Economy and efficiency in utilising public resources.
No [
] Not Sure [
Yes [
J
108- The effectiveness of programmes and activities in achieving aims.
]
No [
] Not Sure [
Yes [
109- Measuring and evaluating the government services.
Yes [
]
] Not Sure [
No [
110- Is it possible to prepare the budget in U.A.E. on the basis of the programmes and
performance?
Yes [
] Not Sure [
No [
]
111- Is it necessary to develop the structure of the present budget to cover the aspects of
planning, controlling, efficiency and effectiveness?
Yes [
] Not Sure [
]
No [
112-The current accounting system in the government units fulfils the requirements of the
depts.
Yes [
]
No [
] Not Sure [
113- The current accounting system provides all the data necessary to analyse the
planning and cost and benefit analysis.
]
No [
] Not Sure [
Yes [
114- The accounting system implemented helps the auditor to evaluate government
operations.
No [
]
Yes [
] Not Sure [
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