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Abstract

In a world where the fight against corruption is the key point of government programs,
auditing is of particular importance, as it directly affects the use of public money. This study
focuses on the activity of the Supreme Audit Institutions in Romania and Albania through a
comparative analysis to highlight the strengths and weaknesses in the institutional and
financial organizations as well as the communication of these institutions with the
taxpayers. The reason of choosing the two countries selected for the analysis, is the fact that
Albania is a country that aspires to be part of the European Union, while Romania has been
part of the EU for years. Also, since the scientific studies in Albania in the field of external
public audit are rare, this paper will help researchers for further studies. The conclusions of
the analysis indicate the need to revise the legal framework, especially for the Romanian
Court of Accounts, and to improve the way of communicating the annual results of their
activity.

Keywords: External Public Audit, The Albanian Supreme State Audit Institution, Romanian
Court of Accounts, communication.

Introduction

To provide a clear picture of the progress in
the external public audit process in Albania
and Romania, it is very important to
emphasize that the activity reports of
National Audit Institutions have an
important role in the use of public funds.
Why do reports matter? The reports consist

of statistical data and information on the
material evidence of the evolution of
external public audit process. Therefore,
keeping a database for a particular process
- such as external public audit - is not only a
legal obligation, but also serves as a basis
for informing researchers and practitioners
who need to understand how the audit
process was conducted.
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The main purpose of the study is to
diagnose the current state of external
public audit in Romania and Albania by
analyzing how audit contributes to a rule of
law. This paper is based on a comparative
approach between the annual activity
reports of the institutions responsible for
public external audit - the Romanian Court
of Accounts (RCA) and the Supreme Audit
Institution of Albania (ALSAI) - to highlight
the similarities and differences in the way
these institutions fulfill their constitutional
mandate. The countries selected for
analysis are chosen within a geographic
region to identify the main similar
historical and economic transition
objectives. Regarding the activity of the
external public audit, starting from the 26th
of June 2003, there is a cooperation
agreement between the two authorities and
an Action Plan for the exchange of
experiences, manuals, procedures and
conduct of a joint performance audit during
2018 - 2020.

This paper aims at emphasizing the value
and importance of today's external public
audit in the two countries, and at the same
time, providing data to other researchers
for in-depth studies in this field. Thus, the
study will begin with reviewing the
specialized literature on the importance of
external public audit and then it will focus
on ALSAI and RCA.

Review of specialized literature

The audit process is improved and
perfected continuously and the recipients
of this service feel this transformation day
after day. The New Public Management and
the Audit Society theory explains very well
the evolution of audit institutions and the
expansion of audit activities , but the
specialized literature on public sector
auditing outside the predominance of
Anglo-American and  North-European
researchers (Bonollo, 2019) especially in
Africa, Asia and Latin America, is limited
(Johnsen, 2019). Among the most
important studies that accentuate the
importance and the differences of the SAls,
this paper mentions the analyses carried
out by Pollitt et al. (1997, 1999, 2003),

Gonzalez et al. (2008, 2013), Pierre & Licht
(2019), Clark et al. (2007), Klarskov
Jeppesen et al. (2017), Jansons & Rivza
(2017), Van Acker & Bouckaert (2019),
Cornelia (2012), Jantz et al. (2015), Bonollo
(2019), Peci & Rudloff Pulgar (2018),
Bringselius (2018), Zuccolotto & Teixeira
(2014), etc.

The specialized scientific literature on
comparisons between the activities of the
RCA (Otetea et al., 2015; Pintea & Achim,
2009) and ALSA], is relatively scarce. The
Government of Romania contributes with
more than 50% to total R&D expenditure,
but the number of scientific research staff
decreased through retirement, poor
financial motivation, low salaries for junior
researchers and elimination of doctoral
benefits for all employees (Avram et al
2014). Albania is at an early stage in the
field of science and research, and the share
of the public spending for scientific
research in 2018 reached just 0.06% of the
Gross Domestic Product (European
Commission, 2019).

The comparative study on SAls of Great
Britain and Romania performed by Otetea
et al. (2015), results that the relationship
between the RCA and the Parliament is
quite low, as the Committee on Budgets,
Finance and Banking in both Houses of
Parliament analyzes the periodic accounts
of the Court's budget execution. Another
study on the activity of the SAI including
Albania and Romania, was developed by the
OECD (2017). Compared with Romania,
where the Parliament does not pay
attention to the mechanisms necessary for
the implementation of RCA
recommendations, the Albanian Parliament
pays greater attention to the
implementation of the recommendations,
but the stimulation and monitoring of these
aspects have not been effective. In
connection with the draft budgets, RCA
reports are not regularly used as input by
parliamentarians for the annual debate,
while ALSAI reports are regularly relied on
as input. ALSAI does not carefully follow
the recovery of damages caused to the state
budget as a result of deviations committed,
no matter how the investigations are
concluded. In most cases, criminal court
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decisions are fair decisions, indicating that
SAI accusations are, to a large extent, not
well investigated (Res Publica, 2017).

Instability and financial crises in the
economy, tax evasion (Carfora, 2018) and
corruption (Petrescu, 2019; Klarskov
Jeppesen, 2018; Jancsics, 2019; Reichborn-
Kjennerud et al, 2019 and Nedyalkova,
2017) have a negative impact on the
financial discipline (Trincu-D, 2018) , and
the need to prevent and combat them is
very important (Pana, 2019). External
public audit activity is imperative in
ensuring public sector accountability
(Cordery & Hay, 2018). To conduct a
quality audit, it is essential that the auditors
maintain their professional skepticism and
perform the appropriate professional
judgment (Chersan, 2019). Ensuring high
standards of ethics contributes to raising
stakeholders’ confidence in the activity of
these institutions (Plesa, 2018). Mass-
media (Johnsen et al. 2019), internet (Ortiz-
R, 2019), press offices and websites are
fundamental aspects of SAI communication
strategy in the EU (Gonzalez et al. 2008).
Communication strategy includes three
basic concepts; the target audience, the
message and the communication channels
(Gonzalez 2013). If the involvement of the
media in discussing audit results (Raudla et
al. 2016) generates parliamentary
attention, it can lead to significant
pressures to effectively influence the
implementation of recommendations (Van
Acker & Bouckaert, 2019). The research
conducted by Fertat & Cherkaoui (2018)
provides performance measurement using
a combined method that includes an
analytical hierarchy method (AHP) and a
comprehensive Fuzzyva evaluation method.
This combined method encourages decision
makers to support OHS as a priority in the
performance system and to increase the
importance of human factors in
management systems.

Research Methodology

This study is trying to focus on the
importance of an OHS strategy and its
impact on sustainable performance, and the
authors have proposed a maturity
assessment model by analyzing its

sensitivity in order to validate the
consistency of the strategy. Adjacent to the
introduction, conclusions and
recommendations, the paper consists of a
comparative analysis of the risk factors that
affect the non-compliance with legal
obligations regarding the communication of
the National Audit Authorities from Albania
and Romania with the Parliament and the
reporting to citizens and  other
stakeholders, as well as some shortcomings
of the legislative framework.

To fulfill the purpose of this paper, the main
objective will be to compare the financial
communication through annual reports of
the two authorities in Albania and Romania,
focusing on the institutional and legal
differences, as well as presenting an
analysis to identify the key factors and their
impact on the communication and
reporting. The last section will present the
main findings of this analysis and the
respective recommendations for the
Authorities in order to improve their
communication with citizens, Parliament
and stakeholders, as an essential factor in
increasing transparency for the public
sector activity and for enhancing citizens'
confidence. Other factors that will be
considered are: organizational structure,
budget, types of audit, legislation and
sanctions.

The research tools which will be used to
reach conclusions and recommendations
are:

e Research reports and publications;

¢ Quantitative data provided by the official
websites of RCA and ALSAI;

e Comparative interpretation of the data
presented in the annual reports on the
work of the audit authorities in Albania and
Romania for the period 2012-2018;

¢ Legal framework.

Institutional and Financial Organization

Albania

The organization, functioning, attributions
and competencies of the ALSAI are defined
in the Constitutional Law no. 154/2014,
where the audit is defined as the audit
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activity performed by ALSAI, which
includes compliance audit, financial audit,
performance audit, IT audit and combined
audit, as well as evaluations of the financial
management and control system and
internal audit units. ALSAI follows
effective, efficient and economical use of
public funds and state public property, the
development of an adequate financial
management system, the proper conduct of
administrative activities and

communication to inform public
authorities and the public by publishing
audit reports. The specific activities of
ALSAI are carried out by departments at
the central level (Figure 1); 5 departments
are coordinated by the General Secretary
and 4 departments by the General Director,
except for the Internal Audit Directorate
which is directly coordinated by the
Chairman.

Vice-president

/General
Director

I
. General

]

Figure 1: The ALSAI structure
Source: Authors' projection after Decision No. 238 of 21.12.2018 (amended)

The Chairman of ALSAI is elected by the
Assembly at the proposal of the President
of Albania for a seven-year term, with the
possibility of re-election. The ALSAI is
funded from the state budget in each draft

budget of the Committee on Economics and
Finance, which is examined and presented
for approval to the Assembly as an integral
part of the budget.

Table 1: ALSAI Budget for the period 2015-2018

Year Total budget -
thousands lek! (ALL)

Budget execution rate

2018 350.728 93,0%
2017 361.848 92,0%
2016 587.269 98.6%
2015 402.634 97.1%

Source: Authors' projection based on www.financa.gov.al

! The lek (code: ALL) is the official currency of Albania.
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As can be seen from Table 1, the ALSAI
budget increased significantly in 2016 as
compared to 2015, accompanied by a
decrease in 2017 and 2018. The budget
execution rate is steadily rising in 2016 and
2018, but there is a decrease in the rate in
2017 compared to 2016.

By 2018, the total number of employees
was 191 employees. The average age until
the end of 2018 was 42.6 years compared
to 48 years in 2012, which translates into
the rejuvenation of the staff.

Romania

The organization and functioning of the
RCA are defined by Law no. 94/1992,

republished, amended and completed, as
well as in its Regulation. The Court of
Accounts’ activities are control, financial
audit, performance audit, compliance audit
and other activities based on the
competences provided by law (Pintea &
Achim, 2009; ECA, 2019).

Leadership is exercised by the plenum of
the Court of Accounts, which is comprised
of 18 members appointed by Parliament,
acting as accounts advisers. Schematically,
the structure of the Court of Accounts is set
outin Figure no. 2.

—
T
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[ ——
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T I
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|
: =
MY DI ISR
[uepartaments) 4Ccou [ —secretariat |
IR I I

Figure 2: Structure of Romanian Court of Accounts
Source: Authors' projection after Law no. 94/1992, republished, as subsequently amended and supplemented.

The departments are coordinated by two
vice-presidents, except for two
departments that are directly coordinated
by the President, who is also coordinating
the work of 4 Directorates. The RCA is
financed from the state budget, and the
draft budget is approved by the plenum,

after which it is submitted to the
Government to be introduced into the state
budget and be subjected to the approval of
the Parliament. As can be seen from Table
no. 2, there is an increasing trend year after
year in the RCA budget with a slight
decrease in 2017 compared to 2016.
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Table 2: Court of Accounts Budget for the period 2015-2018

Year Total budget - Budget execution rate
thousands Lei
(Ron)
2018 306.169 96,2%
2017 271.048 93,7%
2016 286.505 93,3%
2015 234.717 99,8%

Source: Authors' projection based on the RCA Activity Reports 2015-2018

At the RCA level, at the end of 2018, there is
a total number of 1,598 employees. The
largest share regarding the age profile of
the auditors is held by staff aging between
41 and 45 years (21.9%) compared to 2012
where it was between 56 and 60 years
(20.3%).

Financial communication based on the
annual activity reports of ALSAI and RCA

Under the Constitution and the relevant
laws, the National Audit Authorities of
Albania and Romania are required to
submit their annual report of their activity
to Parliament. Financial communication
through annual reports on external public
audit activity is based on the principles of
transparency and efficiency in the use of
public resources to improve the public
sector and strengthen relations with
stakeholders.

Table 3: Synthesis of SAls annual reports' size for the period 2012-20118

Number Pages Chapters Subchapters + Annexes
Year ALSAI RCA ALSAI RCA ALSAI RCA
2012 111 44 9 5 32+8 33
2013 103 50 5 5 20+5 33
2014 156 53 8 5 25 34
2015 215 61 4 5 36+7 35
2016 236 87 4 6 41+6 28
2017 269 97 3 5 22+7 28
2018 158 65 4 5 35+ 6 24

Source: Authors' projection

Table 3 shows that the number of reports
pages, in both authorities, increases
steadily throughout the period 2012-2017,
and in 2018 the volume of reports
decreases. The most massive ALSAI report
is from 2017 (269 pages) and the largest
report of RCA is also from 2017 (97 pages).
This evolution of the report's contents as

compared to 2012 is determined by the
increase in the quality level. The annual
RCA reports are less voluminous than the
ALSAI's annual activity reports. This is
explained by the fact that RCA, aside from
the Annual Activity Report, is publishing
the following:
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Annual reports on local public finances,
Annual public report,

Report on criminal complaints,

Special Reports on the activity of public
internal audit structures etc.

An important place in the ALSAI report is
held by the framework for measuring this
institution's  performance, which is
elaborated based on the measured
dimensions with 25 indicators in 6 domains
and the annual accounts of ALSAI (20 pages
for 2018). The implementation of RCA
budget is generally explained in the annual
activity report, in 2 pages. The RCA report
presents the activities of the Ethics

Committee, while in the ALSAI, this
committee does not exist.

Types of Audit

ALSALI fulfills its mission and carries out its
activity through financial audit, compliance
audits, performance audits, information
technology audits missions, as well as
evaluations of internal control and internal
audit units. The RCA's competencies
include control, financial audit and
performance audit (Trincu-D, 2018). Table
no. 4 gives an overview of the evolution of
audit missions and the number of public
entities audited between 2012 and 2018:

Table 4: Evolution of audit missions and the number of public entities audited

Public entities Financial Performance Compliance IT Audit
verified Audit Audit Audit

RCA | ALSAI | RCA | ALSAI | RCA | ALSAI | RCA | ALSAI ALSAI
2018 2522 206 1670 29 30 18 572 94 6
2017 2402 266 1619 14 35 15 656 117 5
2016 2437 259 1699 7 110 13 768 118 2
2015 2541 231 1800 12 120 12 831 120 2
2014 2501 195 1647 12 346 8 681 131 0
2013 2233 170 1638 21 287 6 676 118 0
2012 2317 167 1879 17 182 4 491 131 0

Source: Authors' projection

As noticed, the number of audited public
entities, as well as the number of audit
missions, varies from year to another. It
follows that the RCA's financial audit
missions are predominant compared to
other types of audits, while ALSAI has
conducted the highest number of
compliance audits. A drastic reduction was
seen in performance audits and financial
audits performed by the RCA, while their
number grew in the case of ALSAIL The
number of compliance audits has decreased
for both authorities. An interesting fact is
that ALSAI performs IT Audit, while the
RCA does not, as this type of audit is not
mentioned in the legal acts. Both
authorities independently decide on their
action plan. Referring to their official
website, it is noted that ALSAI has
published audit plans since 2012, while the
RCA published them for the first time in
2018. The annual reports of ALSAI do not
explain the factors that led to deviations

from the plan of audit missions scheduled
at the beginning of the year, indicating that
better planning of the audit resources is
needed (Xhani et al. 2020). Klarskov
Jeppesen et al. (2017) identified four
strategic options for the development of
SAIL; strategies based on performance audit,
financial audit, portfolio strategies (Pollitt,
2003) or hybrid strategy. From the analysis
of the activity carried out by the two
institutions, it is observed that ALSAI and
RCA are oriented towards a portfolio
strategy that includes financial, compliance
and performance audits.

Damages and Criminal Investigation
Bodies

Audit mission recommendations help the
public sector to function properly and
improve performance continuously.
However, auditors have found cases of non-
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compliance  with  legal provisions,
deviations, irregularities, errors, damages,
inefficient spending or adverse effects on
the state budget. The financial impact for

the period 2012-2018, according to the
data presented in the RCA activity report, is
shown in Table no. 5:

Table 5: Financial Impact

millions RON

2012 2013 2014 2015 2016 2017 2018
Cases 22.651| 25.684 | 25.529| 25.224 | 23.514| 21.427| 18.980
detected
Additional 1.913 2.297 2.720 3.618 1.522 978 932
revenue
Damages 1.173 1.608 2.372 1.761 1.843 688 349
Accounting 28.817 | 27.585| 33.293 5.111] 29.065| 43.225] 32.207
and
financial
infringemen
ts

Source: Authors' projection

Financial irregularities and infringements
found by ALSAI are presented in Table. 6.
The ratio between the amount of funds
detected and required to be netted against
the actual budget expenditures of the
ALSAlL, is one of the most important
indicators of the institution's performance.

For the period 2012-2018, it is shown that,
for every Lek (ALL) spent on ALSAI it
required 100.5 ALL to indemnify. RCA does
not apply this indicator, which shows the
usefulness of its work. The relationship
between the financial saving resulting from
the auditors’ activities and the cost of these
activities, is not mentioned in the RCA
Annual Report (Otetea et al. 2015).

Table 6: Economic damages

Financial irregularities Violation of financial The ratio for each
and infringements discipline with a negative ALL spent on
concerning income and impact on the ALSAI / the
expenditure incurred - performance of the amount of
milliard ALL audited entity - milliard damages detected
ALL

2012 13.5 1.8 52

2013 15.1 4.4 52

2014 11.2 13.3 38

2015 125,8 35.3 180.1

2016 25.5 46.8 76.8

2017 11.5 99.05 31.9

2018 24.1 189.8 61.6

Source: Authors’ projection

Within the competencies established for
both authorities for all identified and found
damages, the criminal prosecution bodies
were notified. Total referrals for criminal

investigation by RCA in the period 2010-
2017 are 752 (amounting at 11.2 milliard
RON in total), of which 171 are resolved
and 581 unresolved damages worth 10,7
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milliard RON are unresolved. While the
ALSAI annual reports contain a formal
general description (one page accompanied
by an annex for the current year) without
explaining which concrete cases had been
resolved or for which the investigation had
been closed, as it is published when
discovered (including the subject to which
the denunciation refers, the employee's job,
etc.). The same thing can be observed in the
RCA Annual Activity Report.

Infringements and sanctions

Chapter 7 of the RCA Law contains relevant
information on  infringements and
sanctions found by auditors employed by
RCA, and amounts representing fines which
are revenue to the state budget. Article 26
of ALSAI Law no. 154/2014 describes
access to official documents of audited
entities and in the case where the audited
entity fails to comply, the ALSAI has the
right to present these cases to the highest
administrative body or juridical authorities
(in the latter case, the procedure takes a
long time and requires financial and human
involvement), without the possibility to
propose sanctions.

In the analyzed reports of the RCA, there is
no mention of cases of sanctions, and in the
ALSAI reports, several cases are
highlighted, but the way they were solved is
not presented.

Conclusions

Any public sector entity that is allocated as
state budget funds is audited by the
National Audit Authority concerning the
way these funds are wused, providing
Parliament with reports on the use and
management of allocated funds. The results
of this study can serve as a guide for
leadership in the process of improving the
quality of the institution's activity in order
to increase transparency vis-a-vis citizens
and stakeholders.

Numerous studies have highlighted the
importance of SAI and how it has
contributed to the good management of
public funds. Therefore, RCA and ALSAI are
the highest institutions of the rule of law.

The following conclusions can be drawn
from the analysis carried out in this article:

e ALSAI is led by the Chairman, while the
management of RCA is by the Plenum and
executive management is by the President.
e The Romanian Audit Authority is part of
the RCA structure, and in Albania it is
supervised by the Prime Minister.

e The staff structure is favorable, because
there is a convergence of experience,
qualities and technical competencies of
auditors that are old in a profession with
the newly recruited staff, which brings
along the sustainable development and
support for the organization in the future.

e ALSAI utilizing indicators for
performance measurement, analyzes its
activity and identifies aspects that need to
be improved, while the RCA does not apply
this methodology to measure performance
in order to guide leadership.

e In the Constitution of Romania, as well as
in that of Albania, the term "control" is
used, which has the same meaning as
"audit".

e The legal framework on infringements
and sanctions in Romania is more complete.
¢ The implementation rate of the RCA and
ALSAI budgets was not 100% achieved in
any of the analyzed periods.

e The RCA does not perform the IT audit,
while in Albania, the number of cases of IT
audit increases year after year.

e After making a research on the ALSAI
website, it is noted that the political party's
activity has never been audited, leading to
ALSAT's failure to comply with the law.

e ALSAI publishes each final complete audit
report on the official website since 2012,
while the complete reports for each audited
institution are not published on the RCA
website.

e ALSAI has developed the Communication
Strategy for the period 2017-2019 and RCA
for the period 2016-2020.

To fulfill the conditions resulting from the
Cooperation Agreement between the RCA
and ALSAI, this paper proposes that the
issues addressed in this study should be
communicated to the two authorities to be
implemented in practice as soon as
possible. Future studies are necessary to
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follow up the practical application of the .
present agreement and also to conduct a
study on the impact of audit
recommendations on the efficiency of the
use of budgetary resources. The
expectations that citizens have for the
future of the public sector, are many, so
ALSAI and RCA must better demonstrate
the usefulness of their activity by: .

e Improving communication channels
effectively through the OHS
communication strategy to provide
complete and clear information.

e Identification of the weaknesses and .
strengths of the communication and
reporting mode.

e Familiarization with the new audit
approaches. °

e  Stimulating the professional training of
the employees.

e Changing the perception of the audited
institutions based on the necessity and .
usefulness of the activity carried out by
the RCA and ALSAI auditors.

e Initiating legislative changes for

compliance with International
Standards and best practices of
external public audit. .

e Echoes that appear in mass-media
about the employees referred for
prosecution and whose offenses are not

confirmed by the criminal
investigations conducted adversely,
affect the public. The National Audit .

Authority in the two countries, in
addition to making the general public

more familiar with cases where the
auditor's judgment is wrong, need to

recruit highly qualified staff in the field .
to ensure continuous professional
training of auditors in order to
correctly identify cases that constitute

an offense.
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