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1. The Practice and Experience of Government Audit Institutions in Performing the Role of Developing and Using Key National Indicators in China

At present, China is in the process of advancing reforms gradually, achieving major progresses in the realization of targets such as scientific development, social harmony and improvement of people’s lives. China has also implemented government performance management system, proposed the establishment of an government performance assessment system based on scientific and reasonable indicators as well as its appraisal mechanism, and further improved the administrative accountability system, with the focus on administrative heads. By clearing defining target group for accountability appraisal, carrying out accountability appraisal procedures in a regulated manner and intensifying the prosecution efforts for the persons held accountable, the government’s execution power and public trust could be further increased. Therefore, government audit institutions in China, as an important link of state political framework, shall give their support for the implementation of government performance management system in the fields of technology, methodology and human resources. 

This year China shall celebrate its 25th anniversary of the establishment of supreme audit institution in China. The past 25 years have witnessed the impressive development of government audit in China. Now auditors in China not only check the authenticity and regularity of government and other financial revenues and expenditures, but also examines their performance; not only give special attention to economic benefits in dealing with related assessment, but also care about benefits on society and eco-system; not only rectify and dispose key violations of laws and regulations, but also investigate various issues like resources, environmental protection and people’s livelihood with vital influence upon a comprehensive, balanced and sustainable social development and economic growth. During this development stage, government audit institutions of China have been concerned about and participated in the establishment and use of key national indicators, and with their professional advantage of carrying out audit work in a cross-sectional and trans-departmental manner, played an important role of enriching and improving the system of key national indicators. 

Government audit institutions in China have concentrated on the following four tasks:

1.1.  Adhere to the Concept of Scientific Development, Apply both Economic Development Indicators and Environmental Indicators, and Vigorously Promote Environmental Auditing. 

In 1995, China has made sustainable development as one of its basic development strategies and in 2003 China has put forward the concept of scientific development, emphasizing a balanced development of economics, society, resources, environment and population and started to calculate Green GDP in some regions. Correspondently, government audit institutions in China has enlarged their scope of responsibilities and worked hard on the promotion of environmental protection as well as resources and energy saving. In 1997, the National Audit Office of China (to be abbreviated as the CNAO) established Department of Agriculture, Resources and Environmental Protection Audit and in 2003 the CNAO set up Leading and Coordinating Group on Environmental Auditing, presided by a Deputy Auditor General and composed of various relevant audit departments inside the CNAO. 

Hence the CNAO has enhanced auditing over funds in connection with resources exploitation and environmental protection, key eco-system protection projects as well as projects involving the pollution prevention and control in key river valleys and regions. The CNAO has successively conducted the following environmental auditing assignments: Audit over Funds of Water Pollution Prevention and Control Program in Huai, Hai and Liao Rivers and Tai Lake; Audit Investigation over Environmental Funds Used in the East Route of South-to-North Water Diversion Project; Audit Investigation over Funds for Environmental Protection of the Qinghai-Tibet Railway; Audit Investigation over Funds for Water Pollution Prevention and Control Program in 13 Cities of Bohai Sea Area; Performance Audit Investigation over Water Pollution Prevention System in Huai, Hai and Liao Rivers and Tai, Chao and Dianchi Lakes; Audit Investigation over Energy Saving and Carbon Emission Reduction of Enterprises; Investigation over Environmental Protection Funds Provided by Foreign Loans and Assistance. In performing the above-mentioned audit assignments, auditors in China have utilized both economic development indicators and environmental indicators to give appraisal upon audit items so as to explore a model of resources and environmental auditing which tallies with the national conditions of China. 

Auditors have adopted the following measures and actions. 

First, auditors combine economic accountability audit and environmental auditing together. In performing this kind of audit, auditors shall making a contrast and analysis between economic indicators and environmental quality indicators. When making evaluation, they shall not only check the growth of local GDP, but also examine whether the quality of air, drinking water, surface water and sound environment in targeted area reaches relevant standards. 

Second, auditors use various indicators like Chemical Oxygen Demand (COD), emission of Sulfur Dioxide, etc. to give evaluation upon the effectiveness of water pollution prevention and control program as well as the fulfillment of the responsibilities by key enterprises in meeting the standards for the discharge of pollutants.

Third, auditors analyze whether the environmental funds input in targeted area reach the requirement by ascertaining to what extent the funds for environmental treatment, environmental protection and environment improvement have been guaranteed as well as the ratio of environmental treatment in GDP.

Fourth, the CNAO has promoted the cooperation with the Board of Audit and Inspection, Republic of Korea and maintained frequent information exchanges and communication. Auditors in China and Korea have carried out audit investigation upon funds of Dust and Sandstorm prevention projects in Beijing and Tianjin.

1.2. Stick to the Principle of Putting People First and Accelerating Audit Supervision, with the Focus on Improving People’s Lives. 

The basic principle of China in the establishment of an government performance assessment system is: to make an overall plan for urban and rural development, an overall plan for regional development, an overall plan for social-economic development and an overall plan for a harmonious development of the mankind and the nature and finally to make an overall plan of the internal development to go along with the opening to the outside world, i.e. the “five overall plans”. Correspondently, audit work in China should also be guided by overall planning, attaching great importance to the improvement of people’s lives and the promotion of harmony between mankind and nature. Auditors in China have intensified audit efforts in the fields with regard to people’s livelihood such as social security, medical service, education, science and technology as well as development related to agriculture, rural areas and farmers, and also carried out pilot test in assessing the implementation of policies targeting at the improvement of people’s lives by specific industry indicators. 

For example, in the field of social security, various indicators like comprehensive coverage of old-age insurance for urban and rural residents, comprehensive coverage of medical insurance for urban and rural residents and standards for basic cost of living allowances for both urban and rural residents, have been used to give appraisal to the development levels of various governments in the social security work. In the field of compulsory education, indicators like enrolment rate for children of compulsory education school age, avarage outlay for each student at compulsory education stage financed by government budget, number of full-time teachers per 100 students at compulsory education stage are also applied to evaluate the execution of compulsory education policy. In the field of medical service, indicators such as number of hospitals per 1000 persons, number of rest home beds per 100 60-year-odd persons and number of medical workers per thousand persons, shall be used to give audit evaluation.  

1.3. Work Energetically to Collect Information Relating to Key National Indicators and Pave the Way for Performing the Role of Developing and Using Key National Indicators.

Currently, the CNAO has strengthened the communication and cooperation with the Ministry of Finance, the Ministry of Environmental Protection, National Bureau of Statistics and Chinese Academy of Sciences. Dispatched audit offices have been set up at related ministries and commissions, and entrusted with the task of collecting key indicators in various fields like economics, society, eco-system, environment, culture, resources and people’s livelihood: Growth Rate of GDP per capital, Gross Labor Productivity Rate of the Society, Ratio of Public Revenue in GDP, Unemployment Rate, Inflation Rate, Difference Coefficient of Regional Economic Development, Energy Consumption per 10,000 RMB of GDP, Gini Coefficient.

1.4. Adopt Multiple Measures for the Research and Publicity of the Development and Use of Key National Indicators.

The compilation of performance audit practice accumulated in these years has contributed to the publish of Performance Audit over Public Finance Funds in 2007 by the CANO, giving a detailed elaboration about assessment indicators for different fields and departments using public finance funds. The CNAO has also carried out specialized research on the development and use of key national indicators and done a lot of work in pushing forward its execution by introducing successful experience of various audit institutions in using key national indicators through magazines and newspapers like Audit Research, Auditing in China and China Auditing Newspaper.   

2. The Lessons Learned through Performing the Role of Developing and Using Key National Indicators by Government Audit Institutions in China

Government audit institutions in China have learned many valuable lessons in our experiences over these years. The main ones are as follows.
2.1. An Appraisal System on the Effectiveness of Government Work Based on Key Indicators should be Continuously Improved Catering to the Actual Situation in Different Phases of the Social-economic Development. 

In the past we have paid more attention to macro economic indicators, which show general tendency of economic development, due to the fact that in the beginning of reform and opening up to the outside world, GNP remained at a relative small figure. But with the development of economy in China, we started to attach more and more importance to the quality and effectiveness of development and steadfastly pushed forward the establishment of a comprehensive system of indicators to guide the overall planning for economic and social development. When we are going to set up the comprehensive indicators system, cost of resources consumption and environmental loss incurred due to economic development should be incorporated, and the development and use of various new indicators such as Green GDP, per GDP unitary energy consumption and per GDP internal consumption should be considered as an important criterion.  

2.2. The Different Phases in the Social-economic Development of Different Countries have Different Objectives in the Pursuit for the Development and so They Need Different Criteria Systems. 

We shall integrate international experience and national conditions of China in order to establish a practical indicators system in line with the actual situation of China. For instance, when we are going to assess economic development difference, we shall take into account the Urban-rural Dual Structure, Regional Location and Resources Difference as important criterion.

2.3. We must Establish Appropriate Standards to Ensure the Effective Evaluation upon the Indicators System.

Due to the differences in statistical caliber, management system, technology and accumulation of historical data, we shall give a preliminary appraisal and selection of suitable indicators and international standards and shall not copy them blindly. Taking fiscal safety indicators as example, ratio of net public debt in GDP should not exceed 60% according to international standard, but as China adopts different management system over public debt, this indicator is not applicable to China and needs to be adjusted. Meanwhile, attention should be paid to different levels of indicators as well as their effectiveness when conducting evaluation upon indicators, relations between either comprehensive indicator and classified indicator, system of indicators and individual indicator should also be properly handled.     

2.4. Exchanges and Cooperation with Experts in the Fields of Economy, Environment, Engineering and Social Security should be Intensified. Industry Indicators and Standards should be Fully Utilized and Experience of Relevant Experts should be Learned.  
3. Suggestions about Enhancing Cooperation between INTOSAI and International Organizations Participating in the Development and Use of Key National Indicators. 

3.1. Strategic Targets for Cooperation.

--To learn about situation of development and use of key national indicators and indicators system among members of INTOSAI;

--To research on the establishment of universally accepted key indicators in order to initiate a system of key indicators applicable to international society;

--To promote and assist members of INTOSAI to develop and use their own key indicators system;

--To set up specified international organization responsible for relevant issues in connection with key indicators.

3.2. Organization of Cooperation

As in the world there is no unified organization for researching and establishing key indicators, we suggest that a coordination system could be initiated with other relevant international organizations participating in the development and use of key indicators.

Once progress is made and conditions permit, an international organization for key indicators shall be established.

3.3. Missions for Cooperation at Various Stages

At the stage of initiating a coordination system, we shall fulfill the following tasks: 

--To communicate and exchange information and seek for interaction;

--To grasp information about the development and use of key indicators of members of INTOSAI;

--To research on the establishment of universally accepted key indicators and relevant system;

--To conduct other preparatory work.

At the stage of setting up international organization for key indicators, we shall fulfill the following tasks:

--To further promote the development of universally accepted key indicators in order to initiate and improve a unified system of key indicators;

--To set up research institute for the system of universally accepted key indicators and develop operation manual and standards for relevant audit work;

--To assist some developing countries and less-developed countries to develop and use system of key indicators;

--To provide publicity and training work for member states of international organization for key indicators as well as relevant personnel participating in the development and use of key indicators. 
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