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Issues Surrounding Public Sector Auditors in Developing Countries

Abstract. The commonality of problems surrounding a broad subject of audit shares similarities in
the domain of public sector in developing countries. This paper presents the issues faced by public sector
auditors in developing countries by analyzing the data collected through quantitative and qualitative means.
The prime focus is to analyze the issues by identifying the prevailing causes of these problems through
research conducted and literature reviewed. A total of 300 auditors, who work in the public sector under the
direct and indirect supervision of Auditor General of Pakistan (AGP), are sampled for this research. The
auditors are divided into two categories, which are Internal and External Auditors, that equally contribute to
the function of accountability for the Supreme Audit Institution (SAI) of developing country like Pakistan.
Pakistan is taken as a sample country for this research due to its similarities of audit procedures among SAls
of all developing countries. The auditors are categorized based on their age group, qualification and nature
of work. Furthermore, a number of issues are identified, such as Staff Shortages, lack of Adequate Time,
External Pressure Groups, Record Production Issues, lack of Digitalization, Concern of Personal Security
and Lengthy Reporting Procedures. These issues are derived from the data collected in this research and
are further analyzed to investigate any potential causes of bureaucratic and cultural nature that are also
common among other developing countries. Furthermore, a comparison is also drawn and deliberated upon
in this paper that focuses on the Issues faced by Internal and External Auditors of a Public Sector in a
developing economy.
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Introduction. The Government of Pakistan (GOP) is considered the largest employer in the
country with almost 3.2 million employees (PPARC, 2021). The public sector entities under the
GOP ranges from a unique diversity of Ministries and Armed Forces to Public Works and even
Autonomous Bodies. All of these entities in this developing country has a very constitutionally
defined commonality, which is the Auditor General of Pakistan (AGP), that directly and indirectly
controls the purview of the public sector audit (GOP, 1973). However, even the constitutionally
created mandate in a developing country does not come without challenges for the AGP in
implementing accountability in Public Sector. In Asia, the Supreme Audit Institution directs and
controls the expenditures and audits of public sector entity and coordinates indirect administration
of Internal Audit and direct administration of External Audit. The audit of public sector entities is
highlighted in the Financial Audit Manual, which explains the codal formalities and procedures
related to the audit (AGP, 2012). The purpose of this paper is to highlight the issues that are faced
by the auditors in auditing different entities of the public sector. This paper focuses on both types of
auditors for a detailed analysis and demonstrates through the research conducted, the similarities
and dissimilarities of issues between the nature of auditors. The issues are then discussed in detail
highlighting potential cultural and bureaucratic challenges associated with them, that are highly
prevalent in a developing country. However, the apex Supreme Audit Institution (SAI) have the
responsibility to ensure the Transparency, Impartiality, Integrity and Independence, in compliance
with its Code of Conduct (AGP, 2012). Furthermore, this research also incorporates the audit
principles highlighted by AGP, which are common among the public sector auditing departments
among developing nations.

Literature Review. The purview of this research demanded a literature review of specified
nature of public sector audits among developing countries. The public sector of Pakistan, was taken
as a sample in this research, as it has a commonality in the nature and objective of audit among the
SAIl of various developing countries. Nevertheless, Qaiser & Khan (2010) in their research
demonstrated challenges with governance targeting the lack of digitalization in the public sector.
Their paper was taken to understand the procedural flow of the public sector and to dissect the
issues presented in this paper. Arfeen & Khan (2019) also highlighted current governance
challenges in public sector, which contributed in understanding the issues presented by the auditors.

Johnsonn (2011) in his paper investigated the audits of public sector and his research
contributed in understanding the nature of audit for public sector entities. However, his research did
not classify the diversity of country’s audit procedures nor highlighted any issues pertaining to it.
This paper specifically works on the auditor’s issues of a developing country. The quality of audit
for public sector was also studied for this research to better understand the nature of audits. The
quality of audit was benchmarked in a research by Deis and Giroux (1992), which served to
evaluate the old auditing techniques still used by auditors of developing nations such as Pakistan.
Furthermore, Hamid (2023) in his research presented the evolving challenges in external audit in
the public sector which can be coupled with externalities mentioned in the research by Afridi and
Bilal (2021). The research presented by Hamid (2023) greatly helped in understanding the nature of
challenges that are faced while conducting the audit, for assistance of this paper. However, his
research is generic and focuses on the global nature of public sector external audit only.

Kayrak’s (2016) paper was reviewed for understanding challenges faced by SAls in Auditing
public sector entities. However, his paper was limited to the issue of corruption and sampled
Turkish SAI for his research. His research contributed in understanding certain criticalities of Issues
prevailing in the Turkish SAI. Furthermore, Cordery et. al. (2023) in their paper examined the state
responsibility of public sector audit. Their research indicated ways to improve public sector audit by
analyzing and correlating the SDGs and performance of the government. Their research was mainly
based on the SAls of India and thus helped in partly evaluating issues related to SAIls, in a similar
cultural context. Cordery et. al. (2023) had his research focused on India through comparative
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analysis of audit and SDGs. The paper contributed to understanding the performance of audit in
India and drawing further similarities among other developing countries as well.

Nevertheless, the research conducted by Polizzi and Scannela (2023) indicated the issues and
challenges faced by internal auditors of public sector organizations and that provided a more refined
perspective on the kind of problem we would be looking for in this research. The research by
Polizzi, however, lacked the perspective of external audit and also provided a more generic view of
public sector in developed countries only. The research presented in this paper dives deeper than the
literature reviewed by evaluating the hindrances faced by both the external and internal public
sector auditors of developing countries by sampling Pakistan.

Methodology. This paper demonstrated data collection through a combination of
quantitative and qualitative methods. A questionnaire was used to inquire about particular issues
related to public sector auditors. Furthermore, structured interviews were conducted from the
auditors to gather data for further insight in the research. The participants were divided into two
major categories: Internal Auditors and External Auditors. Finally, a comparative analysis has also
been done in this paper to compare the issues presented by external and internal auditors and to
point out the outliers and its potential causes.

Results. The auditors chosen for this study were a combination of external and internal
auditors of various departments and positions of public sector. A total of 300 auditors were
corresponded with and the result of questionnaires and structured interviews are summarized in
Table. 1 and 2 in this paper. Among the 300 auditors, 250 were external auditors and 50 were
internal auditors of the public sector entities. After data gathering from multiple sources, a cluster of
problems were identified and placed in their respective category. These problems were then
inquired upon, or added to, during the interviews from auditors to better understand the intensity of
the problem. Table. 1 presents the issues and its criticality through the ratio of agreeableness,
having no preference and disagreeableness, of the internal and external auditors of public sector.

Table 1. Results on Issues Identified

Sr Internal Auditors (N=50) External Auditors (N=250)
N ' Nature of Issue Yes No No Yes No No
0.
Preference Preference
1 Staff Shortage 32 6 12 201 15 34
2 Lack of Adequate Time 24 5 21 222 9 19
3 Lack of Support from Audit 8 10 32 204 7 39
Management
4 Concern of Personal Security 36 4 10 186 20 44
5 External Pressure 38 1 11 198 5 47
6 Record Production Issues 12 3 35 229 12 9
7 Lack of Digitalization 41 2 7 174 13 63
8 Lengthy Reporting Procedures 37 4 9 187 16 47
9 Lack of Training on Other 40 3 7 209 4 37
(Performance, IT, Forensic) Audit

Source: prepared by the authors

Table. 2 indicates the personal characteristics of the public sector auditors in Pakistan. The
age, educational qualifications and the type of position held in the public sector was collected
during the interviews. The table indicates that a majority of auditors fall between the age bracket of
29 to 39 years of age. Furthermore, a majority of them either had a Bachelor’s degree or an
ACCAJ/CA. Out of 300 Auditors, 228 had a Bachelor’s or a Professional Qualification. Whereas,
only 53 had a master’s degree and just 19 had a PhD. This detailed analysis facilitated a correlation
analysis and added to the insight of this paper.
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Table 2. Characteristics of Auditors
Age Bracket Educational Background Positions Held
. Professional
Auditor Type | 28and | 29-39 | 40and Qualification/ | Masters PhDs | Executive Non—_
Below years above Executive
Bachelors
Internal
Auditors (50) 14 23 13 32 12 6 8 32
External
Auditors (250) 81 112 57 196 41 13 20 230

Source: prepared by the authors

A weighted average comparison is done to understand the similarities and dissimilarities of
the concerns of external and internal public sector auditors. The pattern of issues between external
and internal auditors were similar except in case of ‘Lack of Support from Management’, ‘Record
Production Issues’ and ‘Inadequate Time’. The comparative analysis demonstrates the similarity of
problems between the two types of auditors and warrants further reason where a deviation has
occurred. Figure. 1 summarizes the weighted comparison of each issue which has also been
contemplated in detail in the discussion section of this paper.
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Figure 1. Weighted Comparison of Issues of Internal and External Auditors
Source: prepared by the authors

With regard to External Auditors, the most significant issue highlighted during this research
was Record production issues. The priority of issues were highlighted through consensus of
agreeableness. However, the criticality of issues was not with the similar intensity of agreeableness
with Internal Auditors as it was with External Auditors. The most highlighted issue for Internal
Audit was Lack of Digitalization, and the issue of Lack of Support had the least priority for them.

Discussion. The results of this research put forward a number of issues that were at hand
experienced by the public sector auditors. The data was collected through questionnaire by the 300
participants; and then analyzed by structured interviews to prioritize list of issues to scrutinize the
underlying roots. The issues explained in this research are extracted from the results and the
literature reviewed.

1.1 Staff Shortage:

From the data collected in this research, staff shortage was amongst the highest concerns for
External Auditors with around 80% approval scores. Whereas, 60% of the sampled Internal
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Auditors agreed with the concern. It was cemented that the accountability procedure would be much
more effective if more staff was deployed for regularity or certification audit. However, the process
of hiring of government sector employees takes an abundant amount of time, causing delays due to
procedural irregularities (Ashraf, 2017).

1.2 Inadequate Time:

With an agreeableness of almost 89% at around 222 out 250 auditors, lack of adequate time
for audit was amongst the major concerns among external auditors. Whereas, at 48% agreeableness,
it was not the case for Internal auditors, as they did not indicate this issue to be of the highest
priority. The cause of dissimilarity was indicated to be in the nature of work as external auditors
follow a timeline defined by the AGP; where they need to audit multiple government entities in
accordance with the Annual Audit Plan (AGP, 2023). On the other hand, internal auditors had
similar nature of audit for the same entity, but eliminating time restraint.

1.3 Lack of Support from Management:

Support from management at the time of audit is an absolute necessity and in case of Internal
Audit, the auditors had a significant support from the management for perusal of audit within the
entity. This may have been due to a situation of entity affiliations which demands compliance from
management in correlation with auditor compliance (Bhattacharjee & Brown, 2018). However, in
case of External Audit, the auditors usually exercise the audit principles of due diligence and care
with minute affiliations. The executive interference is quoted by external auditors as a method
where accountability is jeopardized when auditing public sector entities. The nature of affiliations is
more prone with public sector executives as compared to with auditors.

1.4 Concern of Personal Security:

The concern for personal safety is of the utmost importance and, therefore, should be
safeguarded in case of any hindrance (Hillison et. al., 1999). The issue of personal security was
raised primarily by both external and internal auditors of public sector and they equally agreed for it
to be a priority. The issue was raised when the code of ethics of political neutrality was asked to be
violated during audits (OAS, 2023). However, a significant support from audit management has
been provided in the matter but the concern exists.

1.5 External Pressures:

The concern for violation of Independence, a Principle of Audit, is very common as auditors
in public sector are repeatedly pressurized to drop Audit Opinions (Sutton, 1997). The external and
internal auditors were both in agreement that this is a prime problem that independence must be
addressed by the authorities. The existence of the issue was agreed upon by both the type of
auditors, thus, cementing its presence. Out of 250 external auditors, 198 agreed with the issue and
out of 50 internal auditors, 38 were agreeable.

1.6 Production of Record:

During Planning and Activity phase of the audit, a list of records is provided to the entity for
provision, after understanding their business and components. The public sector auditor is complied
with the requirements he requested. However, in many instances, the entity fails to provide the
auditors with the requisite records for audit. This is prevalent public sector and majorly in case of
external audit with a 92% agreeableness. This is not a primary issue when internal audit is
conducted. The reason for this dissimilarity may relate to the level of accountability consequence
for the entity. The external auditors, coupled with their paucity of time of audit, are handicapped
due to non-provision of requisite records.

1.7 Lack of Digitalization:

The public sector due to its size and nature of work has relied heavily on paper work rather
than digitalization (Arfeen & Khan, 2019). A number of steps have, however, been taken within the
SAI to counter this issue and to streamline the accountability phases. The Audit Management
Information System (AIMS) was, in the recent years, launched for official audits but has been
lagging behind due to a number of reasons which warrants a separate research (Tribune, 2021).
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Currently, the paper work has led to an increased work load and lesser sample sizes, leading to less
effective audits in the public sector.

1.8 Lengthy Reporting Procedures:

The audit reporting is a fundamental requirement in regulatory and certification audit. The
reporting procedures not only include the final report but also the initial reporting, mid reporting
and the post-audit reporting formalities; that the auditors tend to find them as a hindrance to
effective official work. The internal and external auditors both found that the lengthy reporting
procedures were a hindrance to other audit duties as every audit team or individual is burdened with
numerous other tasks for completion.

1.9 Lack of Trainings for Other Audits:

The certification and regulatory audit is a day to day affair for public sector auditors,
however, the research indicated that audits of other nature such as Performance Audit, Forensic
Audit or Information System Audit are greatly neglected. Therefore, Internal and External Auditors
established, in a majority, that trainings for such kinds of audit are required. The lack of trainings in
specialized audits are not sought after and only compliance to the regulatory requirements are taken
as a priority in Annual Audit Plans according to this research.

Conclusion. The idea of accountability is deep rooted within the mandate of the Supreme
Audit Institution (SAI). Therefore, accountability is ensured through safeguarding public funds by
effective implementation of accountability mechanisms, otherwise known as Audits. This research
focused on the public sector auditors and fixated on the issues that were prevalent in the audits
which can be replicated in other developing economies. The participants were divided into type of
auditors based on nature of work to better analyze the intensity of issues. Therefore, after
conducting research through multiple means, a number of issues were highlighted such as: Lack of
Production of Records, External Pressures, Inadequate Time, Personal Security, Lack of support
from audit management, Staff Shortages and many more. A correlation was also done to compare
the issues with the external and internal auditors by relating to their nature of work. Furthermore,
this paper is applied on public sector auditors and can be used for correlation with private sector
auditors in developing countries as well in the future.
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IIpo6Jsiemu, NoB’s13aHi 3 ayAMTOPAMHU JePKABHOI0 CEKTOPa B KpaiHaX, IO PO3BHBAIOTHCA

Anotanisi. CreHiCTh ITpo0seM, NOB’S3aHMX 13 LIMPOKMM NPEJAMETOM ayAuTy, Mae€ CIUIbHI pHUCH B
JIep’)KaBHOMY CEKTOpi B KpaiHax, II0 PO3BUBAIOTHCS. Y CTAaTaTTi MPEACTABIEHO INPOOJEeMH, 3 SKUMH CTHUKAIOTHCS
ayIUTOPHU JCP’KAaBHOTO CEKTOPY B KpalHax, MIO PO3BHBAIOTHCS, aHATI3YIOUH JaHi, 310paHi 3a JOMOMOTOK KUTBKICHUX 1
sKicHHX MeTofiB. OCHOBHA yBara Mojsira€ B TOMy, 1100 TpoaHai3yBaTd NPOOIeMH NIISXOM BUSBIICHHS NEPeBaKaHHUX
NPUYHH IEX TPOOJIeM 3a JOMOMOTOK MPOBEACHUX JOCTIIKEHb 1 Heperysiay Jiteparypu. s mporo qOCiukeHHs OyIio
BimiOpano 3arasiom 300 ayauTopiB, SKi NPAmIOIOTh Yy OEPKABHOMY CEKTOpI I MPSIMHM 1 OMOCEPEIKOBAHUM
kepiBHUITBOM [ eHepanmpHOTO ayauTopa [lakucrany. AyauTopu MOAUISIOTECS Ha JBI KaTeropii, SKi € BHYTPIIIHIMH Ta
30BHIMNIHIMU ayJUTOPaMHU, SIKi OJHAKOBO CIIPHUAIOTH (PyHKIIII mia3BiTHOCTI Bumoro oprany ayaury (BO®K) kpainum, mo
po3BuBaetThesl, sk [lakucran. [lakucran y3sTo sik KpaiHa-3pa3oK Uil OTO JOCIIDKEHHS 4Yepe3 CXOXKICTh MpOLeayp
aymury B BOOK ycix kpaiH, 110 po3BUBAIOTHCS. AYAMTOPH MOIUISIOTHECSA Ha KaTteropii 3a BikoM, KBasidikalli€ro ta
xapakrepoM pobortu. KpiM Toro, Bu3HaueHO psia npoOiieM, TaKMX sSK HecTaya MepcoHajly, Opak JIOCTaTHbOTO vacy,
30BHIIIHI TPYNH THUCKY, MpoOJIEeMH 3 BHPOOHHUIITBOM 3BYKO3AlHCy, BIJICYTHICTh ONM(PYBaHHS, 3aHETIOKOEHHS
0COOMCTOI0 OE3MEKO Ta TPHUBAJi MPOICIYypPH 3BiTyBaHHSA. L[i MUTaHHSA BUIUIMBAIOTH i3 JaHUX, 310paHUX y IBOMY
JOCHI/DKeHH], 1 Jaji aHami3yloThCs JUIS JIOCHI/DKEHHS OyAb-SIKMX IOTEHIIHHUX TNPHYMH OIOPOKPAaTHYHOTO Ta
KyJIBTYPHOTO XapakTepy, SKi TAKOX IOIIMpPEHI B IHIIMX KpaiHaX, IO pO3BHMBAIOTHCA. KpiM TOro, y CTarTi Takox
MIPOBEJICHO Ta OOTOBOPEHO IOPIBHSHHS, SIKE 30CEPEKYETHCS Ha NpoOjeMax, 3 SIKUMH CTHKAIOThCS BHYTPIIIHI Ta
30BHIIIHI ayJUTOPH IEP>KaBHOTO CEKTOPa B €KOHOMIIII, III0 PO3BUBAETHCA.
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