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Abstract

In Vietnam, in the current period, public investment is accounted for an important
role in the improvement of technical infrastructure systems, economic and social
development of motivation to promote national development. However, the
question is how to ensure that these source of funds is used most effectively in terms
of limited resources.

In this article, the author would like to emphasize the critical role of the State
Auditor which is not only in the transparency of information, enhance the trust of
the citizens but also provide important information and reliable to the public sector
agencies, units, investors and people in the society. From that, it could help to serve
the management and administration of revenues and expenditures of the state
budget as well as using reasonably also efficiently of financial resources and assets.
In case of doing perfectly those tasks, they will contribute the power to the
economy, fight corruption as loss or waste, detect and prevent violations of law;
improve the efficient use of the budget, the money and property of the State; serve
effectively for the operation of the National Assembly and People's Councils at all
levels of the implementation and monitoring function to decide important issues of
national and local government.

With the above information, this article will solve those matter in Vietnam through
the paper that consists of five parts: (1) the basics about the current public
investment in Vietnam; (2) the role of state audit in improving performance
management and monitoring of investment; (3) the limitations of state audit in
public investment; (4) many solutions to promote the role of state audit in improving
the effective investment activities and (5) Conclusion.
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FUNDAMENTAL INFORMATION ABOUT PUBLIC INVESTMENT IN VIETNAM

Public investment is invested by using the state money in accordance with laws.
They are included state budget funds, the state-guaranteed credit capital, credit capital
investment in the development of the State, capital development of state-owned
enterprises and other sources managed by the State, including:
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e Investment funds (allocated to the central ministries and local);

e Investment in targeted assistance programs (usually the national target
programs and long term) also passed in the annual budget plan, but the
policy is often determined for long periods than one year, for example, 3-5
years;

¢ Investment credit (loans) of the State have a certain level of incentives;

e Investment of State enterprises, in which the capital importance of the
business is derived from the State budget.

Public investment in the project, the national target programs in the fields of
public service is not intended for trading plays an important role in the development of
technical infrastructure systems, economic and society, creating the driving force behind
the development of the country. The proportion of state capital investment projects, the
target program is so large and is assigned to the ministries, branches and localities, units
of the armed forces, political organizations, political organizations, management and
socio-use in accordance with the law, in the period 2001-2005 approximately 286 trillion,
accounting for over 23% of the total investment of the whole society; during 2006-2010
over 739 trillion copper, accounting for over 24% of the total investment of the whole
society. The period after 2010, the expected proportion of this investment is similar to
the previous period. The management and effective use of the capital investment is very
important and necessary (Vu, 2010).

In can be said that public investment activities in recent years have a important
position and role, leading role and contribute to attract more domestic and foreign
resources for development investment, upgrade socio-economic infrastructure, to change
the face of the country, creating the foundation for economic development, enhance
quality of life and welfare of the people and contribute to improving the position of
Vietnam in the international arena (Nguyen, 2010). However, investment activities exist
many problems, from planning to development investment management, investment
implementation, mobilization and allocation, monitoring use of capital from... All the
problems mentioned above have made the investment picture fragmented; scattered,
dispersed state resources ... should be applied to the index of ICOR (Incremental Capital
Output Ratio) tends to increase in recent years (Truong, 2011).

The limitation of public investment that is planed can be a number not feasible,
while subjective, is not consistent with the ability to mobilize resources; monitoring
implementation of the plan was not strictly from the state management agencies; lack of
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specific provisions on sanctions inspection, monitoring and evaluating the effectiveness
and accountability in investment planning. Public investment in closed condition has
lasted for many years and slowly overcome. Capital of public investment is allocated to
the ministries, branches, localities and ministries, branches and localities almost closed in
the formulation, appraisal, approval and implementation of investment that lack of
participation comments, criticism and external supervision. Owing to a closed status in
public investment should not have the highest coordination between sectors and
localities; not create link area to improve investment efficiency.

The implementation of decentralization has made local initiative for business
investment in the state to solve the urgent problems of local business but lack the
financial inspection, monitoring and binding responsibilities related to the efficient use of
capital has lead to investment decisions, adjust the scale is not really based on need, not
ability to balance capital investment should be distributed spread, spreading, long
construction time wasting, loss of financial resources of the State (Vu, 2012). Such
investment to be effective needs to comply with the following principles:

e Arrangement investment on the basis of public investment planning is built
with high quality and stability;

e Harmonization of the objectives, benefits and impact of two aspects of
investment projects;

e Increase public investment restructuring, decentralization and
diversification of methods, capital investment required to improve the
effectiveness of social investment;

e Compliance with regulations on investment procedures and processes,
bidding the quality and broadly to all economic sectors with investment,
strengthening surveillance, judgment and inspection charge timely and
severe violations of public investment in the tools of financial sanctions
and administrative.

1. Role of state audit for improving the managerial efficiency and monitoring to the
public investment

The formation and development of the State Auditors comes from the demanding
requirements of the inspection and control of expenditure and national public funds,
public investment from the government. Real state audit has become integral
components in the test system, the State's control of public investment. Position, the
effect of the social state audit has been recognized and no authority other alternative is



The 2013 IBEA, International Conference on Business, Economics, and Accounting
20 — 23 March 2013, Bangkok - Thailand

to strengthen control, implementation uses appropriate and effective resources financing
of public agencies, organizations, units use state budget on public investment (Nguyen,
2012).

In recent years, the annual audit conducted by state audit report finalization of a
number of ministries, central agencies, provinces and cities directly under the Central
Government, the construction investment projects, programs national target, the state-
owned enterprises and the banking and financial institutions, a number of units in the
fields of defense, security and financial party (ACCA, 2012). It can be said that after 18
years of operation, the state audit findings and treatment recommendations finance
dozens trillion. In addition to recommendations on handling financial state audit also help
state agencies, investors reorganize the project management; help the project manager
to recognize and correct evaluation reality project managers to overcome the weaknesses
and shortcomings in the management and prevention of the negative, wasting, loss of
capital investment and gradual improvement of the management, ensuring the use of
capital from more efficient. In addition, the state audit recommendations with additional
relevant units, complete the legal documents, policies, investment management regime is
no longer consistent with reality; contribute to improving efficiency using state budget.

2. The limitation and disadvantages for auditing in the field of public investment

Although the quality of audit work construction investment projects has been
significantly improved over time, contributing to the prevention of loss and waste in
public investment, but in the industrialization of modernization, investment objectives
are increasingly expanded scale requires increasing investment budget, the results of the
state audit modest, organize and control activities state audit in general and investment
in particular areas are still some limitations and shortcomings, reflected on some of the
following key points:

e The scope of audit activities of the state audit is very small compared with
the test requirements, control the budget object using state money and
property according to the functions, tasks, especially in audit the basic
construction investment projects, investment costs audited accounts for
only a very low percentage of the total state budget for this area, so the
results of the audit findings limited. In fact, the audit unit in recent years
has increased, but only a small percentage of the total number of projects
within the scope of the audit of the state auditor. Every year, a new state
audit audit only about 50% of the provinces and 40% of the central
agencies; within each province (department) audited also just about 50%
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(1)

(2)

of the districts (unit estimates level Il attached) and each district audit only
about 2 to 3 communes, the sample size in each audit is also very limited,
in the field of investment projects, only 200 projects per year, while there
are tens of thousands of projects implemented.

Quality audit and audit schedule longer distance compared with the
requirements of the State Audit Law no adequate answer the pressing
issues of the phenomenon of corruption, negative as well as effective
management and use of budget, state funds and assets. This is shown on
the following aspects:

The scope of the audit, in recent years, a new state audit focused audit
stage of the investment process and is often done when the work was
completed while the other stages of the process investment losses and
wastage is not small. Although, the state audit was conducted a regular
audit of investment projects right from start to finish but a very small
number of works in the project, the annual audit program and in fact
still is audit (audit after the mass was over, settlement). Project audit,
the audit focused volume of construction, site clearance costs, unit
costs, consulting costs, management costs are mainly, but not to
conduct audits in all three phases of the investment process (auditing,
investment in the process of auditing and audit end investment put
into operation, use), while in all stages, the stages of the investment
process error can lead to the loss and waste, especially the preparation
of investment, because if this does not work well, can lead to project
feasibility, project planning approved false... that this is the cause of
enormous wasted investment. Unaudited evaluate the construction
quality is a major limitation of the state audit in the audit field
construction investment projects, due to the build quality is a very
important factor of a process and have a direct impact on the value of
the work.

The process of auditing investment projects is a general guide for the
auditors in the field of capital construction investment; construction
not specific to particular domains such as guidelines for underground
works, works well, urban infrastructure construction... so in the
process of applying to the fact, the auditors still rely heavily on
personal experience to conduct audits.



The 2013 IBEA, International Conference on Business, Economics, and Accounting
20 — 23 March 2013, Bangkok - Thailand

(3)

(4)

(5)

(6)

(7)

(8)

The contents of the audit report is heavy on detecting errors, not focus
confirm the accuracy and truthfulness of the data in the financial
reports, settlement reports; sensitive issues contained greater control
and risk-prone negative, the loss has not been clearly focused
direction, even taken to limit the audit.

Audit and audit activities thematic depth is limited, so do not have to
travel deep, adequate answers the pressing issues of the negative
phenomena as well as effective management and use of budget, state
funds and assets, especially the phenomenon of corruption, loss and
waste in construction investment; monitoring the effectiveness of
audit activities is not high.

No audit investigation in the audit process. Actually prove the loss,
waste, corruption and negative investment in construction has many
errors because the unit has colluded, in cahoots fake records, cash
budget to divide and only detected when the investigation through the
investigation process. It is more visible and more likely to occur for the
basic construction consultants, contractors, management cahoots with
each other to steal supplies, gutted building. Therefore, in order to
improve the quality of public investment in the field of audit,
particularly the detection of corruption, negative requires additional
investigation audit task when performing the audit.

No audit of economic responsibility for leaders doing the audit, so
deterrent as well as long-term effects have not been fully released,
limiting to performance reviews audit recommendations.

The preparation of opinions on the state budget and the central budget
allocation plan does not meet the requirements; due to the lack of
clearly defined tasks and specific guidance on the audit task estimates,
projects, works of national importance for the state accounting as well
as limited human resources, causing difficulties in implementation.

Audit activities are highly professional, human factor is very important
and decide the quality and efficiency of audit. Especially, the
specifification of the basic construction audit requires highly
specialized and has large workload, so a few qualified auditors with
appropriate working time can perform well tasks. However, the state
audit is a new field which is in the development process thus the forces
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(9)

(10)

(11)

in audit generally lack in quantity, quality and working experience,
especially the auditors in the basic construction invesment are too few,
therefore the allocation of human resource to the investment project
audit team is limited regarding to the job requirements, thus affecting
the results of the audit.

The medium-term and long-term audit plans, which are the basis of
developing annual plans, have not been developed. In fact, the audit of
state guided and directed the state and local specialized auditors
assess the performance in that year and outline the plan of audit for
the following year based on their capabilities in June last year.
However, the medium- and long-term plans have not been nprovide
(from 3 - 5 years). Otherwise, the annual plan of audit is still heavily
and does not centralize on subjects such as: engineering projects, team
projects, funding type projects (ODA, the state concentrated budget,
and integrated capital), bidding or bidded projects, managed by local or
central government projects or national projects. They help to detect
losses and wastes, find the time and reasons they occur, and types of
losses and wastes. Consequently, there are proposals for National
Assembly, the Government and authorities to prevent them from
macro-management levels to the micro-management levels, who are
involved in the projects of construction investment.

There have not had calls for examinations of main volumes in the
construction process of the basis constructions (even when they detect
signs of poor quality, they only recommend authorities examine and
consider for treatment if there are any errors). Therefore, in many
cases, auditors found mistakes in designs, estimated budgets or the
construction design is different from which was approved, which may
affect badly quality of words, but they concluded that organizations
have not complied with the investment procedures, and recommeded
authorities reevaluate the designs and estimated budgets, assess
quality without any evidence.

In the process of audit, there is no good coordination between the
inspection, assessment and supervision agencies, especially supervision
of people under policies of supervision of community at residential
areas for construction works.
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(12)  There are no regular reviews and evaluations of the audit of the basic

construction investment, which help to understandresults lessons of
determining materiality, auditing risk in the basic construction
investment. Based on them, performance of audit can be improved.

The audit is not really effective, giving conclusions, auditing
recommendations, especially the handling of the responsibilities of
organizations and individuals for violations are incomplete, not strict and
not on time; exploring and using results of audit for management,
administration, inspecting, and monitoring is generally limited. Audits have
not found a few negative behaviors, corruption in order to transfer them
to the authorities.

In recent years, there have been a big number of documents of audited
organizations that have not been agreed on results and recommendations
of state auditors for the basic construction investment. It is caused
objectively and subjectively. It can be seen that a number of
recommendations in reports of audit projects is lack of evidence or those
recommendations cannot be made, ... The storage of audit evidence of
auditors has not been done properly, while this is the important work of
the auditors in the audit process and is used in the after-audit, including
answering the comments of the audited organizations.

Limitations and shortcomings mentioned above from many objective and

subjective reasons and the following basic reasons:

In the legal framework, the organizing and operating of the state audit are
not compatible, comprehensive and synchronized, although the Audit Law
of State clearly defined the legal status of the state audit, but it has not
been provided in the Constitution, like most countries in the world.
Besides, there is no synchronization between the Audit Law of State with
other relevant laws, the absence of sanctions against violations of some
organizations, not giving conclusions and recommendations, which
critically influence on effectiveness of audit.

The awareness of all levels, industries, the publics and society about the
legal positions, roles, organizing and functions of the state audit, is not
complete and comprehensive.
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e Besides, the organizational structure of the state audit is still in the
completion process, the number and quality of staff and officers have not
been appropriate with the functions and tasks: a team of auditors, mostly
key staff and high qualified staff is a few; number of officers and
employees, auditors are fewer than other countries in the region and the
world.

e A number of issues that impact on the effectiveness and efficiency of the
state audit activities, are still in the completion process such as:

v' The legal system of financial and economic management; public
finance reform; system of standards, procedures, and audit methods,
quality control measures are incomplete and unsynchronized; and are
lack of the application of information technology in auditing activities;

v" The legal system of financial and economic management; public
finance reform; system of standards, procedures and audit methods,
quality control measures incomplete, and audit; less than the
application of information technology in audit activities

v" Moreover, the functions, duties and coordination between inspection
agencies, auditing, monitoring have been really effective, sometimes
they have overlapped and missed objectives. There are no regulations
on the responsibilities of the investigating agency informing the
authorities and state auditors results and conditions of cases.

3. The solutions of promoting the roles of the state audit in improving the
effectiveness of investing activities:

To meet the requirements for development of the country in the period of
industrialization, modernization and integrating process into the international economy,
the state audit already set the strategies for development of the state audit till 2020
which were approved by the Standing Committee of the National Assembly. The goal of
development is “improving operating capabilities, legal effectiveness, and quality and
efficency of the state audit, which are the effective methods of government in examining,
management monitoring and using budget, money and assets of government; building
high qualified state auditors, modernizing and becoming responsible public examination
agencies with integrity, which meet the requirements of industrialization, modernization,
and international standards and practices.
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To achieve the above objectives and orientations, the state audit is actively

developing action plans which are implemented in development strategy of the state
audit till 2020, especially audit activities in the public investment. There are some specific

solutions:

First of all, based on the basis of the Law of State Audit, the state audit
must have regulation documents when auditing the audit programs,
projects have to be audited at all stages of investment;

Second, shifting focus to the audit work, strengthening audit in intensive
thematics, especially issues at which the National Assembly, the
Government and people pay attention, and practicing pre-audit.

Third, improving abilities and quality of works; developing ethicality,
knowledge and appropriate skills of auditors, especially the trend of public
spending is gradually increasing, so mistakes are unavoidable. The audit
activitiy is a sensitive area, the auditors often face to temptation, and
therefore the ethicality of auditors is very important. In addtion, it is
needed to improve procedures and audit standards; constantly training
auditors; recruiting qualified staff, and offering them benefits in order to
attract and retain qualified personnel;

Fourth, making conclusion, and lessons from the process of implementing
investment projects, in order to find an appropriate audit model, such as
pre- audit, internal and after-audit in the process of construction
investment projects;

Fifth, determining the economic responsibility of audit and investigation of
audit is an urgent task of the state audit in the coming periods; especially
effectively solving problems of the state audit, which helps to the fight
against corruption in the basic construction investment. Therefore, the
state audit has to add additional recommendations into the State Audit
Law or documents under law for these types of audit. From those, building
processes and specific auditing standards on the basis of common
standards which has been approved, and have met the international
standards;

Sixth, strengthening the inspection and quality control of audit for each
audit activity as well as every auditor... in order to promote the role of
management and to improve the effectiveness of public investment;
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e Seventh, strengthening and improvg coordination between state audit
agency and the National Assembly, the Government, ministries, and
localities as well as the audit agencies, for the purposes of perfecting the
state audit, improving the quality, effectiveness and efficiency audits,
serving and meeting the requirements of public financial supervision and
making decisions in the socio-economic issues.

e Finally, recieving and implementing the new audit methods, participating
in transnational audits; applying widely advanced technology, modernizing
and computerizing audit activities, which are appropriate with the trend of
development and integration, in order to provide reliable and qulified
information properly and timely.

4, Conclusion

Along with development of the regional and global economy, public investment
increasingly plays the important role in the macro-management of government; needs
and expectations of the people of transparency and accountability of government are
increasing; trends of changing models of administration based on operating results is
gradually developing. To make the important role of management and the effectiveness
in public investment better, the state audit agency regarding to the characteristics of
economic institutions, politic, society, legal system and the specific conditions of each
country, auditors should improve the capacity, quality of work. In addition, it is necessary
to develop professional and ethical audit staff with knowledge and skills meeting job
requirements, and to enhance experience sharing within the framework of the action
program of the International Organization, Supreme Audit Institutions, the Asian
Supreme Audit Agency and the agreement of cooperation between the state audit
agencies.
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