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Abstract

Audit is usually carried out under the public financial management component of corporate and 
economic governance to ensure that budget execution complies with the law. External audit undertaken 
by supreme audit institutions ensures that public funds are well spent, finances are accounted for and 
public institutions are strong enough to deliver on their mandates efficiently. There is documented 
evidence that supreme audit institutions are using their powers effectively to discharge their audit 
duties. Common challenges facing such institutions include lack of independence in performing their 
roles and insufficient funding. In Africa, Rwanda’s performance stands out in terms of public sector and 
public financial management. Comparative analysis of India and Rwanda shows that the two countries’ 
performance is on a par in terms of outcomes of the public financial management roles performed by 
supreme audit institutions. Rwanda performs better when it comes to the quality of budgetary and 
financial management, as well as in public administration. Therefore, an in-depth analysis of the specific 
social, political and economic contexts of the two countries should help to explain the differences in 
the state of audit in either country. For lessons on ways to improve and strengthen supreme audit 
institutions, African countries could first look within the continent at countries influenced by social, 
economic and political contexts that are similar to their own and that share their policy priorities, before 
consulting the BRICS countries (Brazil, Russia, India, China and South Africa). 
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1. Introduction 

In the Addis Ababa Action Agenda, adopted at 
the Third International Conference on Financing 
for Development, member States pledged 
to strengthen “national control mechanisms, 
such as supreme audit institutions, along with 
other independent oversight institutions, as 
appropriate” (United Nations, 2015) to promote 
transparency, accountability and responsiveness. 
The aim was to enhance the management of 
public resources and the quality of governance 
and government services. 

Literature on economic growth shows that 
sustaining good economic performance requires 
well-functioning institutions that are overseen 
by more than just one leader. Democracy is 
not just valuable in itself but also necessary, 
given its positive impact on economic growth. 
Lack of reasonably independent regulation and 
competent public administration – or, worse, the 
existence of one-person dictatorships – inexorably 
leads to economic waste and inefficiency, and 
eventually to political turmoil. Credit decisions, 
public procurement, construction contracts and 
price determination that only reflect short-term 
and purely political goals stand in the way of good 
economic performance.

Good economic governance is directly linked 
to the State’s capacity to deliver public goods in 
an inclusive and sustainable manner. Positive 
outcomes in key areas of economic governance, 
including public financial management, supervision 
of banking and financial service regulation, 
contribute to the smooth implementation of 
structural transformation by optimizing resource 

use and efficiency. When properly managed, 
these areas help enhance: accountability in the 
execution of public management functions; the 
investment climate; and ultimately, Governments’ 
ability to implement development and poverty-
reduction policies. 

Good economic governance ensures that 
institutional structures and rules and regulations 
that monitor and guide the functioning of the 
economy are in place and transparent. The rules 
and regulations must be enforced and there must 
be systems for ensuring accountability. More 
than a decade of public financial management 
reforms in Africa have yielded mixed results. A 
study on public financial management reforms 
in Africa found that budgets were made better 
than they were executed, practice lagged 
behind the creation of processes and laws, and 
processes were stronger where concentrated 
actors were engaged. The study also found that 
different countries fell into different public 
financial management performance leagues 
and that countries in the various leagues looked 
very different from one other. A range of factors 
influenced which league a country was associated 
with, including economic growth, stability, reform 
tenure and colonial heritage. For instance, 
Francophone countries tended to lag substantially 
behind other groups in terms of external audit and 
legislative audit review (Andrews, 2010).

External auditing is one of several regulatory and 
compliance mechanisms in the public financial 
management system designed to keep budget 
execution within the legal framework. The present 
paper will analyse specific factors that are helping 
to make external auditing effective. 
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2. Methodology

This paper carried out its analysis on the basis of 
expert opinion and input, secondary data analysis, 
and the review of guidelines from the African 
Organization of English-speaking Supreme Audit 
Institutions and the International Organization of 
Supreme Audit Institutions. It compares, contrasts 
and evaluates supreme audit institutions in India 
and Rwanda, searching for unique features and 
conditions that might be contributing to the 
effectiveness of one over the other. 

The paper focuses on external audit and the role 
that supreme audit institutions play in supporting 
economic governance. Its objective is to highlight 
innovations in supreme audit institutions that 
might boost their performance as a key economic 
governance institution. At the same time, it 
proposes policy recommendations to African 
nations to strengthen the external audit function, 
using lessons learned from the BRICS countries 
(Brazil, Russia, India, China and South Africa) to 
improve budget accountability and transparency.

The paper examines the following questions: 

(a) What is the importance of the audit 
function in the economic governance 
discourse? 

(b) What are the main current auditing 
systems in Africa? What do they have in 
common and what separates them? 

(c) What specific auditing challenges do 
African countries face and why? In order 
to analyse this question, the paper will 
focus on Rwanda, a country acknowledged 
for its good performance in economic 
governance. 

(d) What are the auditing systems used in the 
BRICS countries?

(e) How can good practices from the BRICS 
countries be adapted to the African 
context?

From the outset, it is important to note that a one-
size-fits-all approach is not a credible option in 
public financial management, given each African 
country’s economic heterogeneity and different 
geopolitical landscape. 
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3. Auditing as an aspect of 
good economic governance 

The audit function is usually undertaken as part 
of the public financial management component 
of corporate and economic governance. Auditing 
plays a significant role in ensuring that “the outturn 
is likely to be within the budget figure; whether 
any changes in expenditure priorities (as against 
past patterns) are being implemented in specific 
areas as planned; and whether any problems are 
being encountered in budget execution, such as 
the build-up of payment arrears”.1 Auditing also 
helps to ensure respect for rules and regulations 
governing spending. This is particularly important 
in asset management and procurement, especially 
in the public sector. 

Auditing is carried out internally or by external 
auditors. External auditing is one of several 
compliance mechanisms in the public financial 
management system designed to ensure respect 
for the law in the execution of budgets (Simon and 
others, 2011). Governments use external audits 
to evaluate transparency and accountability 
in their financial statements and to determine 
how accurately the statements capture revenue 
collections and expenditures (financial audit). 
External audits also ensure that agencies adhere 

1See https://www.imf.org/external/pubs/ft/expend/guide4.htm. 

to the relevant laws and regulations (compliance 
audit). Internal auditing, on the other hand, “is 
a relatively new function in both advanced and 
developing countries, and its role is often poorly 
understood and utilized” (Simon and others, 
2011). Efficient financial and performance 
audits help to strengthen budgetary controls 
on the expenditure aspect of public financial 
management. 

3.1	 Snapshot	of	auditing	systems	
worldwide

It is usually the responsibility of supreme audit 
institutions to carry out auditing. As institutions 
of corporate and economic governance, supreme 
audit institutions play a role in managing public 
spending, ensuring financial accountability 
and strengthening the effectiveness of public 
institutions in delivering on their mandates. 

Across the globe, countries have three types of 
supreme audit institutions to choose from: the 
Napoleonic system; the Westminster system; 
and the Board system. Various factors, including 
constitutional mandates, prevailing legal systems, 
and social, political and economic contextual 
factors influence the effectiveness of the systems. 

Figure	1:	Audit	as	a	component	of	the	public	financial	management	system

Source: ECA staff, adapted from Swedish International Development Authority (2007). 

(a) External audit

(b) Internal audit
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Although variations exist in the way audits are 
performed around the world, every country 
has a supreme auditing institution. This is an 
independent public body empowered to scrutinize 
government transactions, systems and practices. 
In the Westminster model, there is a tradition of 
independent national auditing offices, headed by 
auditors-general, which report their findings to 
parliament but have no direct power to enforce 
their recommendations. This is the system used 
in Rwanda.

By contrast, in the Napoleonic model, the supreme 
audit institution is a fully independent judicial 
body with the power to judge and sentence those 
found guilty of public financial management 
breaches. 

Many Asian countries, including India and Pakistan, 
use the Board system, where the audit function 
is independent of the executive and reports to 
parliament, much like in the Westminster model.

In all systems, however, the legislature tends to 
play an oversight role by reviewing the budget 
prior to its approval and scrutinizing the final 
audit report after the budget has been executed. 
On the other hand, the francophone system used 
widely in French-speaking Africa is centralized 
– especially in terms of internal audits – with 
the reports being submitted to the inspector 
general of finance. Despite the variations, audits 
play a critical role in the management of financial 
resources, both at the corporate and public sector 
levels.

3.2	 Emergence	of	the	BRICS	
countries

The world economy has changed considerably 
over the past 30 years and in this context Brazil, 
Russia, India, China and South Africa are often 
cited as the big transformers. Indeed, the global 
economic significance of the BRICS countries 
is undisputed. As such, there is an increasing 
attempt to document elements of their success 
in order to help other developing countries, 
including those in Africa. 

As already noted, audits are critical tools in 
economic and financial management. Scholars 
have particularly analysed the audit committee 
as a corporate and economic governance 
mechanism that is subject to laws, regulations 
or recommendations all over the world. The 
audit committee has been widely researched 
in relation to its composition and role in the 
implementation and monitoring of best practices 
in governance. This notwithstanding, there is a 
need to put more emphasis on audits as a means 
of enhancing public financial management and 
creating developmental States. Indeed, emerging 
research confirms a strong link between the level 
of development (in terms of per capita income) 
and transparency measures. 

India is the world’s largest democracy and 
has more promising prospects than the other 
BRICS countries. The country’s positive 
economic outlook is partly driven by favourable 
demographic development, based on high levels of 
investment in human capital. However, India still 
has to overcome social and regional disparities, 
modernize its infrastructure and carry out reforms 
in the education and health sectors so as to make 
further progress in combating poverty. In terms 
of governance, it is particularly important for the 
Government to strengthen oversight mechanisms 
so as to intensify its fight against corruption. The 
external audit, undertaken by the Comptroller 
and Auditor General of India, plays a crucial role in 
ensuring that parliament exercises financial control 
over the executive. For example, performance 
audit reports by the Comptroller and Auditor 
General of India have raised nationwide debate 
on corruption in government and on the need to 
adopt strong measures to improve accountability 
among the executive and elected representatives. 
The effectiveness of external audit largely 
depends on the interest and support it generates 
from the public accounts committee or any such 
parliamentary committee scrutinizing audit 
findings. Although external audit has been a strong 
element of the Indian public financial management 
system, the follow-up process needs improvement 
to ensure an effective external audit system.
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4. General challenges 
facing external audit in Africa 

The first edition of the African Governance Report 
documented shortcomings in Africa’s internal 
control systems and supreme audit institutions. 
Among other challenges, the report discussed the 
ineffectiveness of parliamentary oversight, lack of 
resources and procedures in the auditor general’s 
office, flaws in parliament’s powers and exercise 
of oversight functions and lack of cooperation by 
the executive. Like elsewhere in the world, the 
use, application and implementation of relevant 
international audit standards helps design, 
improve and evaluate national audit systems. 

Today, the guidelines on auditing precepts 
contained in the Lima Declaration spell out the 
principles of effective external audit and the 
role of supreme audit institutions. The aim is 
to uphold national audit standards and align 
them with international ones as sanctioned by 
all States Parties to the Declaration. African 
countries are committed to the implementation 
and monitoring of the Lima precepts through a 
specific set of established institutions. Created 
in 1976, the African Organization of Supreme 
Audit Institutions operates under the  umbrella 
of the International Organization of Supreme 
Audit Institutions, whose membership includes 
all United Nations Member States. The African 
Organization of Supreme Audit Institutions 
promotes the implementation of three types 
of audits that are directly relevant to the 

safeguarding of public finances. It is regionally 
established across the continent, including 
representation through the Conseil Régional de 
Formation des Institutions Supérieures de Contrôle 
des Finances Publiques d’Afrique Francophone 
Subsaharienne, for French-speaking countries, 
and the African Organization of English-speaking 
Supreme Audit Institutions, for Anglophone ones. 

Supreme audit institutions in the Conseil 
Régional de Formation des Institutions Supérieures 
de Contrôle des Finances Publiques d’Afrique 
Francophone Subsaharienne and the African 
Organization of English-speaking Supreme Audit 
Institutions are members of the International 
Organization of Supreme Audit Institutions and 
subscribe to the guidelines and auditing precepts 
contained in the Lima Declaration. The precepts 
also guide the evaluation of progress in the 
functions of the supreme audit institutions and 
lead to recommendations for further supreme 
audit institution development. Table 1 below 
contains specific precepts.

Recent survey data on 23 of the 25 countries 
that belong to the African Organization of 
English-speaking Supreme Audit Institutions 
show a broad range of challenges facing supreme 
audit institutions in these countries (African 
Organization of English-speaking Supreme Audit 
Institutions, 2015).2 This offers a starting point 
for analysis of challenges across Africa. Despite 
differences in the systems that African countries 
use to carry out audits, the challenges faced can 
be grouped by major problem or key areas of 
improvements, as illustrated in figure 2. 

2 2015 data results are still undergoing analysis. 

Table	1:	Lima	Declaration	of	Guidelines	on	Auditing	Precepts

General precepts Specific precepts
General • Pre-audit and post-audit 

• Internal audit and external audit

• Legality audit, regularity audit and performance audit

Independence • Independence of supreme audit institutions

• Independence of members and officials of supreme audit institutions

• Financial independence of supreme audit institutions 

Relationship	to	parliament,	government	
and	administration	

• Relationship to parliament

• Relationship to government and the administration 

Powers	of	supreme	audit	institutions • Powers of investigation

• Enforcement of supreme audit institutions’ findings

• Expert opinions and rights of consultations
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Figure 2 shows an array of results of the 
implementation of the Lima Declaration by 
countries belonging to the African Organization 
of English-speaking Supreme Audit Institutions. 
Most countries have achieved their best 
performance in relation to the precept on 
the powers of supreme audit institutions. As 
illustrated in the annex to the present paper, the 
indicator for this finding concerns the percentage 
of supreme audit institutions that finalized audits 
within the prescribed legal timeframes. It was 
the only indicator with available data under this 
precept (variable). The other area with comparably 
positive results falls under the precept on audit 

powers of supreme audit institutions, which is 
also related to the roles of the organizations. This 
demonstrates that supreme audit institutions in 
countries belonging to the African Organization 
of English-speaking Supreme Audit Institutions 
performed their roles and functions efficiently.

In terms of trends in internal audit, 
PricewaterhouseCoopers also substantiated 
this finding on the functioning of supreme 
audit institutions in a recent survey of 1,900 
respondents (PricewaterhouseCoopers, 2014). 
In the survey, 80 per cent of African respondents 
believed that their internal audit function was 

General precepts Specific precepts
Audit	methods,	audit	staff,	international	
exchange	of	experiences

• Audit methods and procedures

• Audit staff

• International exchange of experiences

Reporting • Reporting to parliament and to the public

• Method of reporting

Audit	powers	of	supreme	audit	institutions • Constitutional basis of audit powers; audit of public financial 

management

• Audit of public authorities and other institutions abroad

• Tax audits

• Public contracts and public works

• Audit of electronic data processing facilities

• Commercial enterprises with public participation

• Audit of subsidized institutions

• Audit of international and supranational organizations

Source: International Organization of Supreme Audit Institutions (1998).

Note: The Lima Declaration provides more detailed information on the specific precepts.

Figure	2:	Trends	and	progress	in	the	implementation	of	the	Lima	Declaration	in	the	25	countries	that	belong	to	the	
African	Organization	of	English-speaking	Supreme	Audit	Institutions

Source:  African Organization of English-speaking Supreme Audit Institutions (2015). 
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adequately staffed with the talent and skills 
required to maximize value to the organization. 

Supreme audit institutions increasingly face 
pressing challenges in areas that are beyond 
their control, but firmly under that of external 
stakeholders and environments. While 
independence is considered to be the cornerstone 
of  effectiveness in a supreme audit institution, lack 
of it is particularly detrimental. Lack of sufficient 
funding also stands out as a major challenge for 
the majority of the countries surveyed: only 20 
per cent of supreme audit institutions stated that 
they had sufficient funding to carry out their work. 
Limited independence might also explain why, on 
a continent where many countries rely primarily 
on natural resources for social and economic 
development, only 20  per cent of supreme 
audit institutions conduct audits of extractive 
industries. 

External influences greatly affect the performance 
of supreme audit institutions, but so do the precepts 
on relationship to parliament, government and 
the administration; audit methods; audit staff; 
and international exchanges of experiences. In 
terms of audit methods, in particular, inadequate 
use of information technology (IT) is a challenge 
for supreme audit institutions, with only 24  per 
cent of them having identified the need for 
the development and implementation of an 
innovation framework based on the use of IT and 
only 36  per cent of supreme audit institutions 

having an IT support function with at least one IT 
person for every 30 staff members. Additionally, 
for internal audit, the abovementioned study 
by PricewaterhouseCoopers considers the 
enhancement of IT skills among audit staff, globally 
and in Africa, an important policy intervention. 

Supreme audit institutions also face challenges in 
their human resources management: only 32 per 
cent of them had implemented monitoring and 
evaluation systems of different aspects of a human 
resource development policy and only 32 per 
cent had participated in workshops and seminars 
to promote the supreme audit institution via 
academic institutions. These specific challenges 
point to a lack of adequate capacity, resources, and 
administrative independence and autonomy. They 
make it difficult for supreme audit institutions to 
use audit as an accountability tool to carry out 
their work despite their efforts to deliver on their 
mandates. 

It is important to note that data used to analyse 
challenges were extracted from a secondary 
source. However, this does not negate the fact 
that the challenges identified have an impact 
on specific outcomes of the public financial 
management system and on the effectiveness 
of the public sector in terms of transparency, 
accountability and effectiveness. As such, the 
challenges have implications for economic 
governance. 
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5. Improving audit in Africa: 
Lessons from Rwanda and 
India 

Both India and Rwanda are members of the 
International Organization of Supreme Audit 
Institutions and have adopted the guidelines 
contained in the Lima Declaration. According to 
data from the African Organization of English-
speaking Supreme Audit Institutions, Rwanda 
is performing well above the regional average in 
terms of implementing the guidelines all while 
maintaining standards over time. 

Comparison between key areas of public sector 
and pubic financial management confirms that the 
country is indeed performing above the regional 
average, as indicated in figure 3. Despite country-
specific differences, Rwanda and India also 
perform on quite similar levels in some relevant 
ways, as illustrated in the same figure, which 
provides justification for comparison.

Rwanda and India achieve similar results in their 
public and financial management sectors. This also 
makes the point that instead of looking at BRICS 
countries for lessons to learn, African countries 
could look within for examples of ways to develop 
their audit functions and  improve their economic 
governance institutions. 

Accounting	for	variations	in	performance	 
between	Rwanda	and	India

Rwanda and India are almost on a par in terms 
of their public sector and financial management 
performance. Nevertheless, there may be 
differences in the social, political and economic 
contexts of the two countries that could provide 
lessons for African countries.

Political factors and systems are especially 
important in influencing the development 
and performance of institutions in general, 
including supreme audit institutions. As shown 
in figure 4, the two countries achieve nearly 
identical ratings in terms of confidence in their 
judicial systems and parliaments – organs 
of government that greatly influence the 
activities and independence of supreme audit 
institutions. This could also be said of the quality 
of professional public administration in the two 
countries. India performs better with regard 

to the strength of civil society participation – 
an important stakeholder in the monitoring 
of public service delivery. It is also better at 
separating powers among the different branches 
of government, a key illustration of high levels 
of independence and autonomy. However, the 
two countries achieve similarly in the indicator 
on the prosecution of abuse of office. They 
evidently have systems of holding accountable 
not only supreme audit institutions but also 
other institutions, including parliament and the 
judiciary, that could influence the work of the 
supreme audit institutions. Indeed, the strength 
of Rwanda’s anti-corruption efforts illustrates 
this aspect of the power of its institutions, as 
demonstrated in figure 5. This is in spite of India 
performing much better on social and economic 
indicators, as illustrated in figure 6.

It is important to note that the evolution of the 
supreme audit institution in modern Rwanda is 
closely linked to the notion of good and accountable 
governance, which in turn was profoundly altered 
by the civil war, the subsequent genocide of 1994 
and its aftermath. 

The legacy of the genocide severely affected 
the social and economic recovery of the country 
and its development trajectory. The war 
impoverished Rwandans and increased their 
vulnerability to other crimes, such as corruption, 
while increasing illicit financial flows as well as 
drug and human trafficking. All this weakened 
the delivery of quality services, particularly to 
those widowed and orphaned as a result of the 
genocide, recently returned refugees, resettled 
internally displaced people and the families 
of detained suspects of genocide and related 
crimes. These problems, combined with very 
high rural population densities and small farm 
sizes, have left many Rwandan communities 
unable to adequately provide quality services 
for the poorest and most vulnerable groups. 
The genocide also had significant impacts on the 
country’s skills base, including in areas such as 
accounting and auditing.

Given the historical typology, vulnerable people 
such as women and children who head households 
have been at greater risk of poverty than other 
groups. In 2006, women headed nearly 25 per 
cent of Rwandan households, while children 
headed 0.7 per cent. The State’s concerted efforts 
to develop an inclusive society to mitigate the 
effects of the genocide has helped to cut poverty 
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rates. For example, in households headed by 
women, poverty rates have fallen from 66 per 
cent in 2001 to 60 per cent in 2006. 

In the years following the genocide, Rwanda 
experienced rapid economic growth driven by 
the so-called “catch-up” effect (because the 
country started from a very low baseline in 1994) 
and relatively high aid flows. As figure 6 shows, 

Rwanda has achieved remarkable improvements 
in the conditions of its economy and associated 
human development.

Fitch Ratings, the credit rating agency, recently 
gave Rwanda a B- foreign currency rating, as well 
as a positive outlook. According to Fitch Ratings, 
Rwanda’s ranking is supported by a good track 
record of macroeconomic management and 

Figure	3:	Trends	in	public	sector	and	public	financial	management	performance

Country	and	Policy	Institutional	Assessment

Source: ECA calculations and Country Policy and Institutional Assessment data.

Figure	4:	Variation	in	political	systems	and	factors

Source: Quality of Governance Indicators (2016).

Note: The scale is 0-10, with 10 with 0 indicating very poor quality and 10 indicating very good quality.
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reforms. The reforms were required to ensure 
good financial management of the substantial 
resources in the form of bilateral and multilateral 
debt relief that came following the conflict years.

The 2006 Public Finance Management Action 
Plan and Organic Budget Law, as well as various 
procurement reforms, have been critical 
in strengthening Rwanda’s public financial 
management. Various evaluations by General 

Budget Support in Rwanda show that partners 
have also played an important role in improving 
public finance management systems. Partnership 
with General Budget Support provided technical 
assistance and policy dialogue that helped to 
develop Rwanda’s public finance management 
system. More generally, the partnership enhanced 
the Government’s systemic capacity to carry out 
crucial audit functions. 

Figure	5:	Variation	in	political	factors	

Source: Quality of Governance Indicators.

Figure	6:	Variation	in	social	and	economic	factors	

Gross Domestic Product Per Capita and Human Development Index trends

Source: World Bank, WDI Indicators, for GDP per capita values; and UNDP, Human Development Reports, for 
human development indicators. 
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The Public Finance Management Action Plan 
was part of broader institutional and governance 
reforms necessitated by post-genocide realities. 
The Government of Rwanda acknowledged 
that democratic rule must be supported by 
institutions of good governance and a strong 
political will to move the country from post-
conflict recovery to development. Participatory 
governance empowers citizens to assume 
responsibility for their own destiny and is an 
essential element for building legitimacy and 
consensus. The programme to decentralize public 
administration was part and parcel of efforts to 
improve the delivery of services and empower 
people to participate in their own development 
initiatives. The Government established a 
number of critical economic governance and 
oversight institutions with the aim of fighting 
economic crimes, including corruption. For 
example, the Ombudsman concentrates on the 
personal wealth of leading government officials 
and on related asset acquisitions. Meanwhile, the 
General Auditor’s Office reviews the financial and 
other resource management of public institutions, 
and the National Tender Board manages public 
procurement. A number of these institutions have 
built the credibility to operate at a decentralized 
level to enhance financial oversights at all levels 
of government.

The national decentralization policy of May 
2000 seeks to achieve three main goals: good 
governance, pro-poor service delivery and 
sustainable socioeconomic development. The 
policy emerged from nationwide consultative 
processes designed to determine the causes of 
the genocide and come up with lasting solutions 
to the causes of the conflict. Bad governance, 
extreme poverty and exclusive political processes 
have been identified as some of the main 
underlying causes of the genocide.

First, decentralized governance frameworks 
created community development committees 
to serve as planning organs answerable to the 
local population. Some of the committees have 
developed their planning capacities through 
training and subsequently established district 
development plans. Second, the frameworks 
also defined fiscal responsibilities and provided 
financial resources to decentralized units. Thanks 
to fiscal and financial decentralization, local 
entities enjoy relative autonomy in budgeting 
and financial management. This has enhanced 
their ability to set priorities in expenditure when 

finances are scarce. Third, this has improved 
the delivery of services, including to local trade, 
small-scale industries, tourism and environmental 
protection, using the umuganda (community 
work), cooperatives and associations, local 
government roads, and so forth. These three 
processes have strengthened financial oversight 
and audit functions in Rwanda.

As already noted, India’s governance framework 
is based on a federal system. India liberalized 
its economy in 1991. The reforms focused 
on drastically cutting taxes and tariffs, and 
eliminating micro control of economic activity. 
A number of activities hitherto reserved for 
the public sector were opened up to foreign 
companies. Designed to reduce the size of the 
public sector and the Government, these changes 
were expected to end the corruption that had 
afflicted India since the 1970s. However, two 
decades after liberalization, India was plunged 
into a crisis of economic governance as stories of 
scams and financial scandals involving ministers, 
parliamentarians and senior corporate executives 
dominated headlines (Sridharan, 2014). A number 
of politically exposed individuals were jailed on 
corruption charges.  

Public anger against corruption heralded the 
birth of a civil society movement that forced the 
Government to create an anti-corruption people’s 
ombudsman (the Jan Lokpal), with the powers 
to prosecute corruption at the highest levels 
of government. India’s ranking has fluctuated 
wildly in Transparency International’s Corruption 
Perceptions Index, from 90th in 2004, when 
the Congress-led United Progressive Alliance 
government came to power, to 94th (tying with 
Greece) in 2012/2013 (see table 2). According to 
the 2011 Bribe Payers Index, which measures the 
likelihood of bribery in government contracts, as 
perceived by companies, India ranked 19th among 
the 28 largest economies, behind Brazil (14th) and 
South Africa (15th), but above China (27th) and 
Russia (28th). 

State institutions and civil society initiatives are 
able to identify and target corrupt practices. 
Undeniably, this underscores the resilience and 
corrective power of India’s democratic political 
system and society. Unfortunately, this kind of 
argument jars with the reality that corruption 
remains widespread and pervasive in India well 
after economic liberalization.
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Theoretically, the electorate’s capacity to remove 
poor leaders helps check corruption and cronyism 
(North, 1990; Olson, 1993; Przeworski and 
Limongi, 1993). It also fosters the transparency 
associated with institutions such as a free press 
and civil society that are the hallmark of freedom 
of information. Democracy tends to fuel demand 
for better services, in turn leading to greater 
attention to effective spending on education and 
health care, due to public demand. This helps 
enhance growth in the long run (Baum and Lake, 
2003; Helliwell, 1994). In this regard, democracy 
goes hand-in-hand with greater financial 
management and oversight. Shen and Williamson 
(2005) note that greater economic freedom, 
encompassing deregulation, liberalization and 
privatization of economic activity, plays the 
biggest role in reducing perceptions of corruption 
because it reduces State-related economic waste. 

Like Rwanda, India carried out major administrative 
reforms focusing on decentralization. Sengupta 
and Corbridge (2010) consider how and why 
unequal patterns of economic growth have 
taken hold of a democratic and decentralizing 
political system, and how and why that system 
has influenced economic development. Desai 
(2010) discusses the link between democracy 
and development in the Indian context and backs 
his arguments with solid empirical evidence, 
questioning whether Indian development has 
focused on equity or inclusion. The big question 
is: what have administrative reforms meant for 
public financial management – especially the 
important role played by oversight in the system?

Contrary to Rwanda’s experience, the oversight 
and anti-corruption regime in India is marred 
by ineffective laws and the haphazard creation 
of agencies (Quah, 2008). The Prevention of 
Corruption Act of 1947, which incorporated 
sections of the Indian Penal Code, was the 
first post-independence attempt to combat 
corruption and the mismanagement of public 
financial resources. The 1950s characterized 
an Indian economy driven by central planning 
with highly regulated public enterprises. This 
led to a perceptible increase in corruption in the 
public sector. The Government decided to set up 
the Santhanam Committee in 1963 to explore 
all measures available to prevent and combat 
corruption. The Santhanam Committee put 
forward three recommendations: the formation 
(in 1964) of a Central Vigilance Commission 
to investigate every complaint or suspicion of 
improper conduct involving civil servants; the 
appointment of a chief vigilance officer in each 
ministry; and the amendment of the Prevention 
of Corruption Act to make it criminal for civil 
servants to own assets that are disproportionate 
to their income. The Prevention of Corruption Act 
was amended again in 1988 and remains in force 
today.

The Santhanam Committee was a precursor to 
the Central Bureau of Investigation, established 
in 1963 to investigate economic crimes. While 
the Central Bureau of Investigation investigates 
economic crimes, including corruption, it is 
essentially a police agency, not a dedicated anti-
corruption agency. Additionally, since law and 

Table	2:	Trends	in	perception	of	corruption	for	India	compared	to	selected	countries

Country
2013 2015

Rank Score Rank Score
Argentina 106 34 107 32

Brazil 72 42 76 38

China 80 40 83 37

Egypt 114 32 88 36

India 94 36 76 38

Indonesia 114 32 88 36

Mexico 106 34 95 35

Russia 127 28 119 29

South Africa 72 42 61 44

Ukraine 144 25 130 27

Venezuela 160 20 158 17
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order fall under the jurisdiction of individual 
states, the Central Bureau of Investigation has 
no power in a particular state. In essence, the 
28 Indian state authorities have their own anti-
corruption bureaus. Because of the conduct of 
and interference from politically exposed persons 
over the past two decades, the bureaus have 
become toothless and have been replaced by 
equally ineffective ombudsmen in most states. 
States establish the ombudsman’s office at their 
discretion and without the powers of investigation 
or arrest. By 1998 the jurisdictional flaws had led 
to the transformation of the Central Vigilance 
Commission into a statutory body to supervise 
the Central Bureau of Investigation’s operations. 
India also has an independent auditor – the 
Comptroller and Auditor-General – to oversee 
the management of government accounts. In 
recent times financial crimes have been brought 
to light thanks to the Comptroller’s proactive 
interventions.

Since 1999 a number of reforms have been 
carried out to ensure thorough legal, financial 
and educational vetting of candidates seeking 
to fill posts that involve managing public 
resources. In November 2000, the Association 
for Democratic Reforms, a non-governmental 
organization, submitted a public interest petition 
to the Delhi High Court, which directed the 
Election Commission to collect data on criminal 
records (if any existed) of candidates vying for 
posts in the Commission. The Commission was to 
make available to the public the data it collected, 
including candidates’ educational qualifications, 
assets and liabilities (as well as those of the 
candidates’ spouses and dependants). Since 
March 2003, the Electoral Commission is 
required to release such information on 
candidates. The High Court’s directives have 
created greater transparency in financial 
management. Further measures to enhance 
transparency include the Right to Information 
Act of 2005 and the People’s Ombudsman (Jan 
Lokpal) Bill of 2013. However, it should be noted 

that large sections of the political opposition and 
the media have castigated the Jan Lokpal bill, 
terming it too weak and narrow in scope. 

Some commentators link the weaknesses in India’s 
audit function to the country’s long history of 
democracy. For example, Murthar (2015) labelled 
Indian democracy “bandit democracy” in which 
the “political leadership, with the active support 
of the bureaucracy, indulges in widespread 
corruption and has amassed huge wealth at the 
cost of the public exchequer… Most institutions 
of democracy find themselves unable to provide 
good governance”. Moreover, the political elite 
continues to determine recruitment to critical 
posts. He notes that:

“[E]ven appointments to 
constitutional posts such as 
Comptroller and Auditor General 
of India, members of the Electoral 
Commission and the Union Public 
Service Commission, and members 
of independent regulatory bodies, 
are made at the pleasure and 
discretion of this coterie without 
following transparent norms. It is, 
therefore, natural for these holders 
of high offices to feel beholden to 
the political masters who appointed 
them and do their bidding. These 
high functionaries control a pyramid 
of graded officialdom, going down 
to lowest official in the field, each 
layer subservient to the one above 
– thereby giving rise to a deplorable 
administration”.

The huge contrast between India and Rwanda 
resides in institutions of democratic oversight 
and their historical development, which give rise 
to differences in attitudes and approaches to 
public financial management. Their histories and 
institutional experiences have also defined the 
execution of audit functions in the two countries.
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6. Conclusions and 
recommendations 

Africa as a whole continues to face challenges 
in its public sector and financial management 
performance. This is in spite of the positive 
outcomes of individual countries, including 
Rwanda, that have embraced the developmental 
state paradigm. Robust oversight institutions and 
compliance mechanisms are essential to ensure 
good economic governance. Audit bureaus 
perform a particularly influential function in 
ensuring that Governments adequately allocate 
mobilized resources. Regional and international 
initiatives play a significant supportive role, 
assisting public auditors and parliamentarians in 
fulfilling their respective mandates. However, it 
is necessary to make the institutions, including 
supreme audit institutions, more efficient by 
strengthening other contextual imperatives in 
order to meet individual countries’ social, political 
and economic needs.
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Recommendations 

Make	it	a	priority	to	audit	extractive	industries	so	
as	to	improve	natural	resource	governance.	The 
continent faces challenges in its efforts to finance 
its development agenda. Empirical evidence 
suggests that Africans can mobilize finances 
domestically through the prudent extraction of 
natural resources. Resource-based and semi-
processed goods account for about 80 per cent 
of the continent’s export products (African 
Development Bank, 2015). 38 African countries 
are rich in resources, on which they depend for 
revenue, yet many have been grappling with the 
effects of the natural resources “curse” and Dutch 
disease. It is imperative to make the management 
of natural resources a priority, not only for 
national Governments but also for supreme audit 
institutions. 

Continue	to	carry	out	an	extensive	study,	using	
primary	 data,	 to	 establish	 the	 real	 challenges	
that	African	countries	face.	This will help develop 
real-time solutions to problems that supreme 
audit institutions face with auditing. Ultimately it 
will help promote and enhance the effectiveness 
of their work as well as its relevance for economic 
governance. 

Increase	 investment	 and	 step	 up	 efforts	 to	
enhance	 awareness	 of	 the	 audit	 function	 and	
its	application	in	the	public	sector	and	financial	
system. A survey on the state of the internal audit 
profession by PricewaterhouseCoopers found 
that “almost all respondents indicated that the 
role of internal audit is not well understood and 
appreciated” (PricewaterhouseCoopers, 2014). 
Only a small percentage of countries scored high 
on independence and relations with parliament, 
which also might be attributed to lack of mutual 
trust by all entities. There is a need to promote a 
common understanding of roles, responsibilities 
and relevance. This will help foster collaborative 
working relationships that are participatory 
and transparent, and that ensure mutual 
accountability. 

Promote	a	favourable	environment	for	supreme	
audit	 institutions	 to	 form	 and	 strengthen	
alliances	 with	 other	 relevant	 partners	 and	
stakeholders. Given that supreme audit 
institutions rely on parliaments, civil society and 
the media to carry out their work, it is important 
for their mandates to explicitly allow them to 
collaborate. For example, the gap between 
approved budgets and the achievement of policies 
and development goals can be wide. As such, 
supreme audit institutions could collaborate with 
civil society and citizen watchdogs for information 
on the quality and quantity of services delivered. 
This can enable the supreme audit institutions 
to validate the impact of transparent audits and 
promote equity. 

Strengthen	 innovation	 in	 professional	 staff	
development,	 to	 update	 skills,	 and	 in	 the	 use	
of	information	technologies. Auditing is a highly 
technical and specialized field with intricate rules 
and procedures. There is a need to continuously 
upgrade skills and techniques for given contexts 
to ensure that results are reliable and usable, 
and that roles and functions are carried out in an 
effective and efficient manner. 

Emphasize	 and	 apply	 the	African	Peer	Review	
Mechanism	 as	 an	 instrument	 for	 promoting	
good economic governance. Among other 
governance initiatives, the African Peer Review 
Mechanism provides the continent with the 
relevant framework to deliver on its structural 
transformation agenda. This is part of the broader 
context of Agenda 2063. The Mechanism is a 
tool for advocating good economic governance, 
and providing scope for the role of international 
development and technical cooperation. 
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Annex 

Trends	and	progress	in	the	implementation	of	the	Lima	Declaration	in	the	25	African	
Organization	of	English-speaking	Supreme	Audit	Institutions	countries

Lima Declaration precept Specific element Percentage of 
countries that 
performed above 
benchmark

General The supreme audit institutions (SAI) has an overall annual 

audit plan covering activity plans for regularity audits.

64%

The SAI has implemented quality control measures for 

performance audits on the specification and planning of 

types of review, including nature, scope and frequency.

40%

The SAI has implemented quality control measures 

for performance audits on the definition of roles and 

responsibilities.

36%

The SAI has implemented quality control measures for 

performance audits on SAI policy and procedures.

32%

Independence Parliament or another oversight body appoints the SAI’s 

external auditors.

52%

SAI decides on all human resource matters (recruitment, 

remuneration, promotion, etc.).

48%

The executive has no role in the preparation of or final 

decision on the SAI’s budget.

40%

The SAI has sufficient funding to carry out its work. 20%

Relationship with parliament, 

government and the 

administration

SAI has an effective mechanism to follow up  on: 

SAI performance audit recommendations; and, 

recommendations made by the legislature.

40%

Powers of supreme audit 

institutions

Percentage of SAIs that completed audits within the 

prescribed legal timeframes 

80%
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Audit methods, audit staff, 

international exchange of 

experiences

The SAI has implemented a system to monitor and evaluate 

the different training initiatives and results achieved.

40%

The SAI manages its performance appraisal system in 

accordance with international standards and good practice.

44%

The SAI has put in place a system to monitor and evaluate 

different aspects of a human-resource development policy. 

32%

The SAI has implemented a human-resource policy in 

line with best practices, including provisions for the 

remuneration of staff based on performance.

36%

The SAI has an organizational development plan or policy 

in place.

44%

The SAI has identified, designed and implemented a 

leadership development programme targeting all levels of 

its management.

40%

The SAI has put in place a specific management 

development programme that complies with international 

standards and good practices.

48%

The SAI has identified the need to develop and implement a 

SAI innovation framework based on the use of IT and audit 

innovation

24%

The SAI has identified the need to establish a public sector 

professional accountancy organization for the training of 

public sector accountants and auditors.

44%

The SAI is using tools such as computer-assisted audit 

techniques.

48%

The SAI is using tools such as electronic working papers. 40%

The SAI has an IT support function with at least one IT 

specialist for every 30 staff members.

36%

The SAI has developed an IT/information systems audit 

strategy for its IT/information systems audits

40%

The SAI has participated in workshops and seminars to 

promote the SAI via academic institutions.

32%

Reporting The SAI submits an annual report on its own performance 

to parliament and other key stakeholders.

60%

The SAI reports to parliament on the implementation status 

of the recommendations of public accounts committee.

44%

The SAI has implemented a communication policy and 

strategy based on gap analysis considerations.

48%

The SAI has implemented a communication policy and 

strategy based on stakeholder analysis (including the 

setting of priorities).

48%

Audit powers of supreme audit 

institutions

The basic audit powers of the SAI are embodied in the 

constitution.

100%

The SAI carries out audits of performance information. 24%

The SAI carries out audits of the budget(s). 60%

The SAI carries out audits of extractive industries. 20%

The SAI submitted information about its own and its 

country’s national budget figures.

75%

Source: African Organization of English-speaking Supreme Audit Institutions (2015). 

Note: The list does not exhaust the Lima precepts, but rather focuses on those with available data on related 
elements. 


