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ix

 AUDIT THEORY WITH CHINESE SOCIALIST  characteristics is a 
part of the theory of socialism with Chinese characteristics. As an 
endogenous “immune system” of the general national governance 

system, featuring such functions as prevention, exposure, and resistance, gov-
ernment auditing serves as the cornerstone and surest guarantee of national 
governance. Government auditing emerged as demanded by governing activi-
ties; the aim of governance of a country determines the orientation of develop-
ment of its audit system, and the mode of governance in a country determines 
the mode of its audit system. In a certain sense, the history of auditing is also 
a history of the rise and fall of a nation, and of the evolution of national gover-
nance. It is also a history that manifests confl icts between different interests, 
different ideologies, the collision of different cultures, and the evolution of dif-
ferent systems. Deeply rooted in the theoretical system featuring distinct Chi-
nese characteristics, this book is closely linked to the national political system, 
economic operations, democracy and the rule of law, the market, history and 
culture, and the distinct characteristics of the times. 

 Audit theory with Chinese socialist characteristics is a theory based on 
auditing practices. Coming from auditing practices, audit theory is the enrich-
ment and sublimation of practices and experience. Auditing in China has a 
history of more than 3,000 years, the auditing system under the leadership of 
the Chinese Communist Party dates back more than 80 years, and the modern 
auditing system in China was established over 30 years ago. With the continu-
ous evolution of auditing in China, rich practical experience was accumulated. 
The audit theory with Chinese socialist characteristics was developed by sum-
marizing the growth path and laws on the basis of deep analysis of various audit 
practices. Many viewpoints of the theory have strong Chinese features, imply 
China’s vein of civilization, and are deeply rooted in Chinese history. The theory 
will be guiding China’s audit practices for now and the future. 

 Audit theory with Chinese socialist characteristics is open and inclusive. 
It not only absorbed the essence of what was achieved by previous generations 
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through their practice, research, and cognition efforts, but also drew on the 
experiences and practices of other fields and of the auditing profession of for-
eign countries. On the one hand, this book refers to both ancient and modern, 
Chinese and foreign knowledge in fields of politics, economics, law, and his-
tory, as an effort to seek the law of evolution of government auditing from the 
historical context of social‐economic development. On the other hand, it also 
summarizes, inducts, and refines the practices, advanced audit theories, and 
cutting‐edge methodologies from all countries that suit the Chinese reality to 
form an audit theory system with Chinese socialist characteristics.

Audit theory with Chinese socialist characteristics means advancing with 
the times. Government auditing in China has been developing for more than 
30 years since government audit institutions were established in 1983. While 
developing this process, auditors nationwide endured great hardship in start-
ing a new initiative; worked selflessly, fearlessly, and perseveringly; and showed 
great loyalty in performing their duties. They independently conducted audit 
supervision in accordance with the law and played a positive role in ensuring 
the fundamental interests of the people, promoting democracy and the rule of 
law, maintaining fiscal and economic order, increasing performance of funds, 
safeguarding national economic security, combating corruption, and promot-
ing deepening of reform. These results would not have been achieved without 
our efforts of continuous exploration and understanding of government audit 
work and the effective guidance of audit theory with Chinese socialist charac-
teristics. As Friedrich Engels (1820–1895) once said, “Our theory is a theory 
of development, rather than dogma that has to be learned and mechanically 
repeated.” This is certainly the case with China’s audit theory, which is still in 
the process of being enriched and improved.

There is no end to the development of practice and to the innovation of 
audit theory with Chinese socialist characteristics. Out of this understanding, 
we worked to summarize our national audit theory in order to meet the grow-
ing demands of a new reality and thus have undertaken a revision of the book 
entitled Study on the Auditing Theory of Socialism with Chinese Characteristics. 
The revision work features the following three aspects. First, we worked to suit 
the new demands of the modernization of the national governance system and 
governance ability and promotion of rule of law in an all‐inclusive manner. 
Since the 18th CPC National Congress in November 2012, a series of measures 
have been taken. There have been new developments with regard to guiding 
theories and governance strategies. In particular, the 2nd, 3rd, and 4th Ple-
num of the 18th CPC Central Committee and the circular issued by the State 
Council—Opinions on Strengthening Audit Work—raised new requirements 
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for government auditing. The latest version of the book aimed primarily at 
reflecting how government audit theory has been continuously innovated 
and upgraded to suit the new reality and to better promote and guide audit 
practices. Second, we analyzed the changes that have taken place in govern-
ment auditing practices. We focused on combining theoretical analysis with 
practical exploration based on enhanced efforts in refinement of audit practices. 
We presented some new developments of government auditing in China with 
a view to matching theoretical development with practical development. In 
this process, new developments in auditing methods, management, standard-
ization, and computerization were summarized. Third, we aimed to deepen 
understanding of the law that governs government auditing. During the revi-
sion of the book, while keeping pace with the times, efforts were made to sum-
marize the fruits of past research, explain the essence of government auditing 
and the role it plays as a guarantee of national governance on the basis of the 
“immune system” theory, provide a deepened understanding of the nature and 
functions of government auditing, and achieve the modernization of a national 
governance system.

This book consists of nine chapters; each is an independent study on a 
specific topic. In order to thoroughly expound each chapter and achieve coher-
ence between them, we provided certain theoretical perspectives and practical 
case studies from different viewpoints to present our readers with qualitative, 
accurate, and profound content.

Moving from practice to theory is a process in which cognition keeps deep-
ening. Theories also require that practice is accurately understood, system-
atically summarized, and continuously refined. Based on in‐depth research 
over a long period, we strived to expound practical experience, common 
approaches, and the knowledge of our audit practitioners formed in the past 
years through understandable language. Although we have done our best, we 
may have omitted some details. We sincerely welcome comments from audi-
tors, experts, scholars, and readers so that the theory of government auditing 
with Chinese socialist characteristics can be continuously enriched, improved, 
and developed.

December 2014
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 S INCE 20 0 9 THE NATIONAL AUDIT OFFICE  has been carrying out 
a thorough study of the audit theory with Chinese socialist characteris-
tics in order to better promote the scientifi c development of China’s audit 

cause. A research working group was established under the chairmanship of 
Auditor General Mr. Liu Jiayi. Former deputy auditor generals Mr. Linghu 
An, Mr. Dong Dasheng, Ms. Yu Xiaoming, and Mr. Hou Kai as well as Deputy 
Auditor Generals Mr. Sun Baohou, Mr. Chen Chenzhao, and Mr. Yuan Ye and 
President Mr. Zhai Xigui of the China Audit Society worked as vice chairs and 
members of the research working group. Other members of the working group 
include those from the departments of the National Audit Offi ce of China and 
those from local audit institutions, as well as professors from institutes of higher 
learning. They include Mr. Liu Dazhu, Mr. Yin Ping, Mr. Wang Xiaolong, Ms. 
Zuo Min, Mr. Zhang Limin, Mr. Wang Zhiyu, Mr. Hu Limin, Mr. Wang Xiuming, 
Mr. Chen Taihui, Mr. Cui Zhenlong, Mr. Wang Benqiang, Ms. Guo Caiyun, Mr. 
Liu Shaotong, and Ms. Liu Liyun. Those involved in writing research reports 
and carrying out relevant organization work include Mr. Ma Xiaofang, Mr. Lei 
Da, Mr. Xiao Zhendong, Mr. Zeng Jun, Mr. Niu Hongbin, Mr. Wang Changyou, 
Mr. Wang Gang, and Mr. Wang Biaohua. The results of their research were 
used to compile the book titled  Audit Theory with Chinese Socialist Characteris-
tics , published by the China Modern Economic Publishing House in May 2013. 

 As a profession with a strong practical feature, facing a rapidly changing 
external situation and requirements, the government auditing profession is 
experiencing never‐ending changes and improvements, and audit techniques 
and methodologies are also developing at a very fast speed. In particular, the 
2nd, 3rd, and 4th Plenum of 18th CPC Central Committee and the circular 
issued by the State Council− Opinions on Strengthening Audit Work —raised 
new requirements for government auditing, and our understanding about the 
nature, function, and role of government auditing has deepened. Therefore, we 
have reviewed and revised the book  Audit Theory with Chinese Socialist Charac-
teristics.  The revision was led by Auditor General Mr. Liu Jiayi, and other leaders 
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1                                                       CHAPTER   ONE                 

 The Nature of Auditing                     

  NATURE IS THE FUNDAMENTAL PROPERT Y  and essence of a thing 
that makes it different. From the perspective of intrinsic property, 
the nature of auditing provides an understanding of what auditing 

is. It is the inherent and relatively stable fundamental property that decides 
the appearance and evolution of auditing, and is the basic feature that distin-
guishes it from other things. From the perspective of extrinsic correlations, the 
nature of auditing provides an understanding of why auditing is necessary, 
which sets the starting point of auditing, including its duties, functions, roles, 
and methods to achieve them.   

 I. SEVERAL VIEWPOINTS ON THE NATURE 
OF AUDITING 

 People’s cognition of things, phenomena, and processes is an infi nite process 
of understanding leading from phenomena to nature, and from a superfi cial to 
a profound degree.  1   The cognition of the nature of auditing deepens with the 
development of audit practice, the further exploration of laws of auditing, and 
the rising awareness of auditing. Only through in‐depth analysis and research 
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of existing cognitions, and by conscientiously summing up and refining audit 
experience and rules, can we accurately summarize the nature of socialist gov-
ernment auditing with Chinese characteristics.

Government auditing as an institutional arrangement was created and 
developed to meet certain objectives. Due to differing needs, countries have 
different audit system arrangements at different stages of their socioeconomic 
development, and the contents, responsibilities, and roles of auditing are also 
very different. In the early years after the founding of the People’s Republic of 
China (PRC), independent auditing departments were not set up, and finance, 
banking, and taxation departments supervised their own revenues and expen-
ditures according to their business management situation. The PRC Constitu-
tion promulgated in 1982 stipulated a government auditing system, and the 
establishment of audit offices by the State Council and local people’s govern-
ments at county level and above. Over 30 years of development, the government 
audit system has been improved continuously, and audit guidelines, central 
tasks, priorities, and roles amid socioeconomic changes have undergone sig-
nificant change. Based on different presentations of auditing in different histori-
cal periods, thinking on government auditing nature emerged from different 
perspectives and levels with distinctive characteristics of the times. They can 
be mainly divided into the following five categories.

(1) Theory of Accounts Checking

According to the Theory of Accounts Checking, auditing simply means the check-
ing of accounts. This theory is viewed from the perspective of audit methods/
means, with a simple or preliminary conclusion, and an accepted view on the 
nature of social auditing. This traditional theory is intuitional, visual, easy to 
understand, and still has great influence. The reasons for the emergence of this 
theory include: In early periods, most audits focused on checking accounts, and 
audit means and functions were relatively simple, encouraging a relatively intui-
tive approach. In 1953, the Committee on Terminology of the American Institute 
of Certified Public Accountants (AICPA) offered this definition in Accounting 
Terminology Announcement No. 1: “Auditing is an inspection means aiming to 
express views on fairness and consistency of the financial statements provided 
by a company or other entity to the public and the parties concerned in accor-
dance with generally accepted accounting principles.” Encyclopedia Britannica 
(1974) recorded that “Audit refers to the inspection of business activities, account 
books and financial statements by accounting experts excluding the accounting 
personnel originally responsible for preparing the accounts and statements.”
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The Theory of Accounts Checking interprets auditing from the perspective 
of audit means, but can only explain the characteristics of traditional financial 
auditing and social auditing, and cannot conform to the requirements of gov-
ernment auditing. For example, performance auditing, accountability audit-
ing, resources and environmental auditing, and real‐time auditing on policy 
implementation cannot be described as “checking accounts.” Due to the long‐
term influence of the Theory of Accounts Checking, government auditing was 
positioned as “detecting errors and correcting disadvantages.” The Theory of 
Accounts Checking advocated that government auditing institutions mainly 
function to rectify financial accounting and economic activities, while ignoring 
the roles of government auditing in socioeconomic development, the nation’s 
political and legal system construction, and national governance.

(2) Economic Supervision Theory

According to the Economic Supervision Theory, the main idea of government 
auditing is as follows:

The trusted economic responsibility relationship generated by the sepa-
ration of ownership from the right of operation and management is 
the basis of auditing. It was developed for the owners to supervise the 
trusted economic responsibility performance situation of operators and 
managers. Auditing is an economic supervision activity carried out to 
evaluate, confirm and prove whether trusted operators and managers 
have properly performed their assigned economic responsibilities.2

Economic Supervision Theory was widely recognized by Chinese auditors 
in the 1980s–1990s. A national seminar on basic audit theories in 1989 pro-
posed that auditing was the independent economic supervision activity carried 
out by a professional agency and its personnel in accordance with the laws to 
review the truthfulness, compliance, and performance in regard to financial 
status, financial revenue and expenditure, and relevant economic activities of 
audited units, and evaluate economic responsibilities, so as to maintain the 
financial laws and discipline, improve management and economic returns, 
and strengthen macrocontrol. The National Seminar on Audit Definition in 
1995 further clarified: Auditing is an act of independently checking accounting 
records and supervising truthfulness, compliance, and performance of finan-
cial revenues. The two definitions, with profound impact on auditing theory 
and practice, were proposed from the viewpoint that economic supervision is 
the nature of auditing.
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Defining the nature of government auditing as economic supervision and 
stressing its important role in the economic field, its supervision functions, the 
focus on specific economic behavior, and the detection of major violations of 
laws and regulations fulfilled the audit environment requirements and actual 
conditions of auditing offices in the early years, and played an active role in 
helping people understand and accept auditing. However, with economic and 
social development, Chinese audit practice has undergone significant change. 
Especially in recent years, government auditing has played an active and 
constructive role in political, economic, cultural, social, and ecological con-
struction, as well as all other socioeconomic aspects. However, the Economic 
Supervision Theory cannot be used to explain changes of audit practices and 
their constructive role any longer.

(3) Economic Cybernetics

According to Economic Cybernetics, government auditing is an economic con-
trol activity.3 Its main idea is as follows: Auditing was developed based on the 
trusted economic responsibility relationship. Upon starting a project for a client, 
auditors directly seek audit problems and determine any punishment, and report 
the accountability performance situation back to the client with judgment on 
the necessity of “correction,” which brings into play the important role of infor-
mation in system operation control. Therefore, auditing, especially government 
auditing, is a control mechanism ensuring accountability performance.

Economic Cybernetics stresses that auditing is part of the control mecha-
nism for ensuring effective accountability performance. Its abstract description 
of direct correction by the audit office is in line with the actual situation of 
government auditing. There is widespread belief that control includes supervi-
sion. Supervision, in fact, is only an element of control. Although the objects 
of control and supervision are both information, the actors differ in attitude. 
Control is positive, while supervision is relatively passive and serves the overall 
control purpose. Therefore, compared to Economic Supervision Theory, Eco-
nomic Cybernetics has richer content.4

Economic Cybernetics was proposed on the basis of recognizing that audit-
ing is supervisory behavior, and summarizes the nature of auditing from the 
perspective of its direct role. Both it and Economic Supervision Theory empha-
size the important role of government auditing in economics, and the focus on 
specific economic activities and economic matters, while ignoring its important 
role in the political, cultural, social, and environmental construction, as well 
as the macrofield.
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(4) Power Restriction Theory

The Power Restriction Theory derives from a concept in The Spirit of Law, writ-
ten by French thinker Montesquieu in the eighteenth century: “All powerful 
men are likely to abuse the power and will not stop until being restricted . . . 
To prevent the abuse, power must be restricted by power.”5 According to this 
viewpoint, we can conclude that government auditing, through supervision 
of management and use of public resources during the exercise of government 
powers, ultimately aims to control government power and prevent corruption 
and power abuse. After auditing the responsibility performance of adminis-
trative organs, government audit offices report the results to legislative bodies 
for possible further investigation. In fact, government auditing is the means 
and the mechanism for checks and balances between legislative and executive 
power. If audit supervision is regarded as a power, auditing by government 
audit offices is a process of restricting one power with another.

The Power Restriction Theory breaks the limitations of the Economic 
Supervision Theory and Economic Cybernetics concerning positioning in the 
economics field, and summarizes the nature of government auditing from the 
perspective of political science. It determines the nature of government auditing 
as power restriction, and stresses that auditing, as a power restriction tool, is a 
political system arrangement mainly used to restrict and prevent power abuse 
and corruption. This theory plays an active role in establishing the government 
audit theory from a political perspective, and guiding auditors to widen audit 
work to the political and social perspectives rather than merely the economic 
perspective.

However, the Power Restriction Theory was not unanimously accepted. 
Some scholars argued that it stressed the restrictive role of auditing, while giv-
ing insufficient attention to the constructive role of government auditing in 
promoting more effective exercise of powers. Others believed it still could not 
reasonably explain the design and implementation of the government audit 
system of administrative organs.

(5) Theory of Democracy and Rule of Law

According to this, modern government auditing is a product of democracy and 
rule of law, and also a tool for promoting these concepts.6 Democracy and the 
rule of law are the basis of national governance. From the perspective of audit 
origin and development, an independent government audit system cannot 
operate well without sound rule of law. Of major importance is the safeguard-
ing of independence, providing audit evidence and standards, and maintaining 
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the effi ciency and authority of audit results. The theory stresses that modern 
auditing is a means of promoting democracy and the rule of law mainly due 
to three aspects: Government auditing comes from and acts on behalf of the 
laws. In many countries, audit status is established constitutionally. Modern 
government auditing plays an active role in advancing the rule of law and 
safeguarding its dignity: (1) supervising the enforcement of fi nancial laws and 
regulations, to maintain the solemnity of the law; (2) urging administration by 
law; and (3) revealing problems through auditing to improve laws and regula-
tions. Furthermore, government auditing is derived from and serves people’s 
democracy. Upon entrustment by the power organs, government audit agen-
cies, on behalf of the masses and taxpayers, supervise government responsibil-
ity performance and report to the people. Therefore, government auditing is 
a tool for promoting democracy. Finally, as a tool for democracy and the rule 
of law, it is fully constructive. Democracy and the rule of law are complemen-
tary and inseparable. We should balance the interests of individuals, groups, 
and the whole society and build a harmonious society and avoid overly rigid 
law enforcement. Otherwise, true democracy cannot be achieved. Therefore, 
government audit offi ces should conduct regular fi nancial auditing, supervise 
government departments and state‐owned enterprises, broaden their horizons, 
refl ect more public appeal, and pay more attention to people’s fundamental 
interests. From this perspective, government auditing as a tool for promoting 
democracy and rule of law is active, creative, and constructive. 

 Compared to the Power Restriction Theory, the Theory of Democracy and 
Rule of Law expounds the relationship between government auditing and 
democracy from the political perspective, and also the relationship between 
government auditing and the rule of law from the perspective of establishing 
a law‐based country. It emphasizes the supervisory and restrictive role of gov-
ernment auditing, and also the promotional aspect. Therefore, this theory is 
an abstraction and generalization of government auditing as an institutional 
arrangement from a higher level and a wider range.    

 II. UNDERSTANDING THE NATURE OF GOVERNMENT 
AUDITING FROM THE PERSPECTIVE OF NATIONAL 
GOVERNANCE 

 The foregoing analysis shows that recognition of the nature of government 
auditing is a gradual process, with certain characteristics of the times and his-
tory. But most fundamentally, we should constantly and promptly adapt to 
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social changes and try to reveal the laws behind social phenomena, to maintain 
the vitality and creativity of government auditing. Engels said, “The theoreti-
cal thinking of every era, including the present, has historic characteristics. 
In different ages, it has completely different forms and contents.”7 Currently, 
to address a series of challenges including economic globalization, technology 
development, and diversification of public demands, all countries highlight 
improvement of national governance to seize opportunities and meet chal-
lenges. Against such a background, an important requirement for government 
audit theory and practice was to understand the nature and positioning of gov-
ernment auditing based on national governance needs so as to guide scientific 
development of the government audit cause.

The word “governance” is derived from Latin and ancient Greek, originally 
meaning control, guidance, and manipulation.8 For a long time, “governance” 
and “government” were used interchangeably for management and political 
activities in regard to national public affairs. In the late 1970s, with major 
economic and social transformation underway, governance theories attracted 
extensive attention from social scientists, and countries everywhere launched 
governance‐based reforms. Governance extensively involves “each social orga-
nization and institution including the family and the State,” and stresses “three 
important governance departments directly related to sustainable human 
development, namely the State (governmental organizations and institutions), 
civil social organizations and private sectors.”9 Western and Chinese scholars 
and research institutions have different understandings about the governance 
concept and connotation, however. After studies, we define governance as the 
process of controlling and managing state affairs and social affairs and pro-
viding services by configuring and exercising state powers, so as to ensure 
national security, safeguard national interests and people’s interests, maintain 
social stability, and promote scientific development. The core idea about the 
nature of government auditing from the perspective of national governance can 
be summarized as follows: Government auditing was generated and improved 
to meet national governance needs, and serves as an “immune system” for 
national governance, as well as the cornerstone of national governance and 
an important assurance for promoting modernization of national governance.

(1) Government Auditing Improved to Meet National 
Governance Needs

This cognition is mainly based on the Marxist theory of state in political science. 
It expounds the definition and nature of the state mainly from three aspects:
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	 1.	 Theory on the Origin and Nature of the State. The first is the tool the-
ory. In the Critique of Hegel’s Philosophy of Right, Marx revealed the origin 
of the state from the perspective of the relationship between the state and 
civil society. He proposed that: “The State did not exist intrinsically . . . As 
the economy developed to a certain stage, society inevitably became frag-
mented into classes, thus contributing to the establishment of States.”10 
That is to say, conflicts among various interest groups contributed to the 
emergence of the state, which became a tool of maintaining class rule. The 
second is the arbitrator role theory. Engels commented on Marx’s view 
on the origin and nature of state as follows: “The origin of the State is as 
follows: society was trapped in unsolvable self‐contradictions. . . To avoid 
the elimination of the opposite classes and society in the meaningless con-
flicts, a force superficially superior to the society should be generated. This 
force should be able to ease conflicts and keep conflicts within an orderly 
range. This force, that comes from society but is superior to society, and 
increasingly separate from it, is called ‘the State.’”11 That is to say, the state 
as a superficial mediator can help mutually conflicting classes achieve a 
temporary balance in special periods and becomes the basis for avoiding 
social breakdown or disintegration.

	 2.	 Theory on the Relationship between Economic Base and Super-
structure. In The German Ideology, Marx said that “civil society always 
marks the social organization developed directly from production and 
communication. Such social organization always constitutes the basis of 
the State and any other conceptual superstructure.”12 Marx also believed 
that “a personal material life that does not change with personal will, i.e., 
a mutually restricted production mode and communication mode, are the 
realistic basis of the State, and does not change with personal will on the 
basis of division of labor and private ownership. These realistic relation-
ships are not created by State power, but are the forces of creating State 
power.”13 That is to say, the state as part of the superstructure is decided 
by economic fundamentals.

	 3.	 Theory on State Functions and Alienation. Marx believed that the 
state functions “cover all kinds of social public affairs, and also include all 
special functions to address the contradictions between the government 
and the people.”14 That is to say, the state functions to maintain the rul-
ing authority and force opponents to surrender, and also undertakes the 
public mission of social management and cultural education. According to 
the social development process, national governance functions will gradu-
ally shrink, while public affairs management functions gradually expand. 
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However, state functions, especially public affairs management functions, 
are often alienated because some ruling classes pursue their own interests. 
In that case, the state becomes a tool for some classes to pursue their own 
interests rather than the inherent general interests of a civil society. “For 
some bureaucrats, the State becomes a tool to achieve their own purpose, 
win promotion and get rich.”15 Marx criticized Hegel’s view that an “inter-
nal hierarchy supervision system of bureaucracy can prevent the abuse of 
State power,” thinking that depending solely on internal supervision is a 
self‐deception. To prevent this situation, we must break the mystique and 
monopoly of state power based on the principle of political openness, and 
conduct effective external supervision on the basis of democracy.

According to the State Theory of Marx, during the evolution and devel-
opment of the state, various state powers must be balanced and restrained 
mutually, healthy running of the state must be supported in finance, policy, 
and law, and so on; to avoid alienation of the state into a tool for some classes 
to seek their own interests and prevent abuse of state powers, we must create 
a state power configuration of mutual checks and balances through effective 
national governance. In the power allocation process, the state, on behalf of 
people, authorizes some public authorities and persons in power to allocate, 
manage, and use the public resources, public finances, and public assets, and 
also legally authorizes some independent organs to supervise the exercise 
of public power through various ways, especially government auditing. In 
terms of the origin and significance of auditing, “the government only cared 
about accounting revenues and expenditures and collecting taxes in the 
beginning. To this end, the government adopted control means including 
auditing, to reduce errors and malpractices caused by the incompetence or 
fraud of officials.”16 This can be fully verified by the origin of the state.

In the beginning, the state developed from the clan society had a small 
scale and single functions, and was established on the basis of original democ-
racy; government officials were elected by the citizens, mainly to safeguard 
national territorial security, social order, and stability. Because of low produc-
tivity, the fiscal revenue from citizens had to be kept at a relatively low level 
as much as possible, and government officials received more direct supervi-
sion. Government officials’ compliance with the social and moral standards 
is a decisive factor of judging the law enforcement legitimacy of government 
(officials). As a result, systems like the property audit system of Athenian soci-
ety were established. Under such systems, any officer whose embezzlement was 
established after auditing of his properties when he came into office and when 
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he left office would be severely punished.17 At that time, each citizen could be 
elected as a government official, so everyone might be audited. The implementa-
tion of the official property audit system meant total lack of public tolerance for 
the embezzlement of public properties. This system helped prevent the abuse of 
limited government revenues, improved national governance, and eased con-
tradictions between government officials and resource providers.

With the development of social productive forces, the state gradually 
expanded in scale. The further social division of labor resulted in the further 
differentiation of social class, government bureaucracy gradually formed, and 
government officials gradually became independent interest groups. Social 
classes providing financial sources, through financial auditing as a control tool, 
minimized the economic costs to maintain the running of state apparatus, and 
urged government officials and even the rulers to perform their responsibili-
ties in accordance with certain code of conduct. Auditing became a necessity 
for the government to win the trust of the ruling class and obtain needed 
financial sources.

With the further expansion of the state scale, the highly centralized feudal 
bureaucracy system was formed. Conceptually, the emperor had the supreme 
power in every aspect. More complex principal‐agent relationships existed 
between the royal family and government bureaucrats at all levels. To maintain 
the normal running of the state apparatus, the emperor effectively restricted 
government bureaucracy behavior at all levels through auditing, and required 
them to provide real data on payable taxes, so as to obtain necessary revenues 
and safeguard financial security.

With the success of capitalist revolution and the continuous improvement of 
productivity due to scientific and technological development, democracy became 
an increasingly important basis for the legitimacy of governance. Meanwhile, two 
world wars and the continuing economic crisis meant state scope and functions 
expanded continuously, and public resources obtained, dominated, and used by 
the state increased continuously. Although taxpaying is the obligation of every 
citizen, an ever‐increasing tax burden created a public demand for government to 
control expenditures. In this period, government auditing became a direct means 
to control government expenditures and ensure reasonable exercise of power, and 
played a crucial role in ensuring the normal running of the state apparatus.

The process of state development shows that generation and improvement 
of government auditing derived from national governance, national gover-
nance needs determine the generation of government auditing, and national 
governance objectives determine the direction of government auditing. Under 
specific historical conditions, government auditing followed its own internal 
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law, and its objectives, tasks, priorities, and methods changed with those of 
national governance. Government auditing always plays an irreplaceable role 
in national governance.

(2) Government Auditing as an “Immune System” for 
National Governance

This is mainly based on the system theory. “System” came from ancient Greek, 
with the connotation of “being combined, integrated, and orderly.” Ludwig 
von Bertalanffy (1901–1972), the founder of modern system theory, thought 
that “system is the whole of various components correlated and related to the 
environment”; the Modern Chinese Dictionary explains that “system is the whole 
of similar things with certain correlation.” The Encyclopedia of China defines sys-
tem as “the organic whole of interactional elements”; American system man-
agement master Fremont E. Kast argued that “system is an organic and entire 
unit which is clearly different from other systems and composed of at least two 
interdependent parts, components or subsystems.”18 According to these defini-
tions, system should have four basic meanings: It consists of several interrelated 
elements, it has a common goal, it is an organic whole made up of several ele-
ments, and it always has a certain relationship with the environment.

According to the requirements of system theory, the state is a large system. 
Regardless of any difference in national governance system and mode, the core 
of governance always lies in the effective allocation and exercise of public power, 
and different organs should respectively undertake the duties of decision mak-
ing, execution, and supervision, mutually communicate, interact, and depend 
on each other to jointly maintain the healthy development of the economy and 
society. Among them, the decision‐making organs mainly function to analyze 
and process information according to national governance goals, make, opti-
mize, and assess feasible plans, coordinate and control the decision‐making 
process, and make final decisions; the executive organs mainly function to 
accurately execute decisions and achieve decision‐making goals and tasks; 
and supervision and control organs mainly function to supervise the execu-
tive system in decision execution, feedback the assessment situation to the deci-
sion‐making system, urge the timely decision amendment, and put forward the 
suggestions on reward and punishment. Government auditing belongs to the 
scope of supervision and control, serves the decision‐making organs of national 
governance, and plays the role of supervising and restraining the organs of 
executing national governance. If national governance is compared to the life 
system, government auditing can be called an “immune system” because the 
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role and action mechanism of government auditing are highly similar to those 
of a body’s “immune system.” In other words, government auditing can help to 
detect the risks of affecting economic and social development, reveal potential 
hazards, prevent such risks with statutory powers, coordinate various forces 
in a timely way, and suggest to governments or appropriate authorities ways 
to avoid risks with a variety of resources, so as to improve the “immunity” of 
the whole national system, promote the harmonious development of society as 
a whole, and achieve and maintain balance.

From the perspective of auditing functions and role, and economic and 
social development needs, the cognition of government auditing as an “immune 
system” expounds the definition, reasons, functions, and role of auditing. The 
operational mechanism and functions of auditing as the “immune system” will 
be discussed later.

(3) Government Auditing Is a Cornerstone and Important 
Assurance of National Governance

Based on the previous two judgments, this cognition reflects in‐depth thinking 
on the nature and functions of government auditing from the perspective of 
national governance modernization, government audit institutional property, 
legal status, functions, and role. Generally speaking, “cornerstone” refers to the 
stone that plays a vital role in a building’s foundation, and is often compared 
to the support base or backbone. It has such basic characteristics as stability, 
sufficient bearing capacity, and deformation and variation resistance. As the 
cornerstone and important assurance of national governance, government 
auditing can be interpreted from the following aspects:

▪▪ Fundamental institutional arrangement
▪▪ Important force to enhance national governance capacity
▪▪ Important assurance of governance modernization

(a) Government Auditing: Fundamental Institutional Arrangement19

The national governance system consists of a range of institutional arrange-
ments to standardize the exercise of power and maintain public order. Manag-
ing economic and social affairs through systemic application is an important 
feature and essential requirement for modern governance. Government audit-
ing is also a system of national governance, and an institutional property; the 
role of government auditing determines its status as the cornerstone and impor-
tant assurance for national governance.
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First, government auditing is an important link in the governance mecha-
nism of checks and balances contributing to basic national stability. Political 
science studies show that the relationship between power and right is a funda-
mental issue concerning national governance.20 To better deal with the rela-
tionship, we should follow Chinese Premier Li Keqiang’s requirement: “Power 
cannot be exercised without legal authorization; a right not prohibited by law 
can be exercised.” That is to say, we should protect and maintain “rights,” while 
restricting and supervising “power.” National activities and governance are 
inseparable from allocation and exercise of public powers. Generally speaking, 
for better power allocation, we should follow the basic principle of checks and 
balances, matching powers to responsibilities, democracy, and the rule of law, 
in order to form a power structure and operating mechanism under which 
powers of decision making, execution, and supervision interact and become 
coordinated, and ensure a match between powers and responsibilities, and 
power supervision. Government auditing belongs to the scope of supervision 
and control, serving the decision‐making organs and playing a role of supervis-
ing and restraining the executive organs. Government auditing is an important 
aspect of the power checks and balances, mainly in that it ensures the good 
running of the state through supervision and control, and information feed-
back. In history, national supervision activities, including government audit-
ing, were first carried out almost simultaneously with the emergence of the 
state, laying an important foundation for it to function. The functions and role 
of government auditing, and the government audit system established on this 
basis, are decided by the national political system. In other words, the govern-
ment audit system will always adapt to the national political system, and have 
obvious high stability.

Second, government auditing is an institutional arrangement made in 
accordance with the fundamental Constitution, which reflects its stability, 
coerciveness, and authority. “A country will be governed well if decrees can 
be enforced well; otherwise, a country will fall into chaos.”21 Rule of law is 
national governance conducted in accordance with the law, and is the impor-
tant assurance for its continuous development. Government auditing is the 
cornerstone of national governance judged from three main aspects: Func-
tions and status of government auditing are determined by the Constitution. 
Most countries endow government auditing with transcendent constitutional 
status. Furthermore, government auditing is an important embodiment of the 
spirit of the rule of law, and an important carrier of governance and admin-
istration by law. It is an integral part of the national legal system. Power to 
supervise through auditing is determined in the Constitution, and the basis, 



14	 ◾  The Nature of Auditing

procedures, and standards for auditing are mandatory. We must adhere to 
objective and impartial auditing according to law; audit law construction is an 
important part of the national legal system construction. In history, countries 
whose audit activities played a strong role produced a relatively high degree of 
rule of law and governance. Finally, government auditing should play its due 
role for maintaining and promoting the rule of law. By supervising enforce-
ment of laws and regulations, audit offices strictly investigate and deal with 
financial violations, safeguarding the authority and dignity of the laws and 
ensuring law‐based socioeconomic development; through in‐depth analysis of 
vulnerabilities and problems concerning the implementation of existing laws 
and regulations, audit offices seek to improve the legal system. Therefore, gov-
ernment auditing is a basic system with a solid legal basis—statutory, stable, 
and long‐term.

Third, government auditing is an endogenous “immune system” for the 
healthy operation of national governance,22 and can prevent abuse of power 
and governance failure, which reflects its features of resistance to variation 
and deformation. First, it is the result of endogenous evolution of national 
governance. “National governance demands determine the generation of 
government audit, national governance objectives determine the direction of 
government audit, and the national governance mode determines the system 
and form of government audit.”23 Government auditing exists in all national 
governance systems and mechanisms, and provides an important basis for 
establishing complete, scientific, standard, and effective systems and mecha-
nisms. Second, government audit offices, through tracking and supervision 
to ensure no overuse of public funds and public powers, can prevent abuse of 
power, detect anomalies in policy and decision implementation in a timely 
manner, provide objective, detailed, and reliable information for decision‐
making departments, ensure decisions and deployment interact in policy 
orientation, implementation, and actual effect, and maximize the integrated 
role and effect of governance. Third, government auditing can enhance the 
“immunity” of the national governance system. With unique functions of 
“prevention, revealing, and resisting,” government auditing can detect and 
prevent economic and social risks, reflect the real situation and reveal existing 
problems, and protect against various kinds of economic and social “diseases” 
by standardizing and improving systems, mechanisms, and institutions that 
promote the all‐round, coordinated, and sustainable development of economy 
and society.24

Therefore, government auditing is a basic system for national governance, 
and one of the cornerstones for ensuring normal operation. Government 
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auditing is also an important and indispensable “institutional infrastructure” 
of national governance.25

(b) Government Auditing: Important Force to Enhance National 
Governance Capacity

National governance capacity is the capability to manage all social affairs by 
using national institutional systems and other elements. Social affairs include 
reform, development and stability, domestic and foreign affairs, national 
defense, and the affairs of the Party, the state, and the military.26 National gov-
ernance capacity reflects the operational performance of national governance 
systems, is the external representation of measuring the national governance 
level, and is also an important way of testing whether the system is scientific 
and rational. Government auditing is an important force to enhance national 
governance capacity, which has two connotations: Government audit capacity 
is an element of national governance capacity; and national governance capac-
ity determines government audit capacity, which, in turn, is an important force 
to improve national governance capacity. It is mainly decided by the charac-
teristics of audit supervision such as independence, comprehensiveness, and 
specialization. The budget expert Naomi Caiden has stressed that an important 
symbol of change from “prebudget era” to the “budget era” is the establishment 
of the comprehensive, professional, and independent finance audit system.27

First is the independence of government auditing. Public powers tend 
towards self‐aggrandizement. Power expansion is mainly embodied in “self-
ish departmentalism” of various entities, the tendency to expand their powers 
and increase budgetary outlays, and undesirable phenomena such as “depart-
mentalization of government authorities, interest‐orientation of departmen-
tal powers, and individualization of departmental interests,” as well as lack 
of coordination, raising barriers, impeding information flow, and even being 
closed up. All these inevitably will harm national governance functions, 
weaken governance capacity, and influence the governance effect. To realize 
the modernization of national governance systems and governance capacity, 
we must “overcome ‘chronic diseases’ of systems and institutions, and break 
through the interest barriers.”28 Among national governance organs, govern-
ment audit offices enjoy high independence. For example, in accordance with 
the laws including the Constitution and the Audit Law of the People’s Republic 
of China, audit offices are entitled to exercise their power of supervision without 
interference by any other administrative organ, social organization, or indi-
vidual. Meanwhile, audit offices do not have any decision‐making power or 
any specific administrative function, so there is no departmental benefit to be 
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protected. The unique role and status mean audit offices as defenders of public 
interests have the responsibility to break the fetters of vested interests, exercise 
audit supervisory power legally and independently, understand the status quo 
from the macro‐, global, and overall perspectives, reveal problems in systems, 
mechanisms, and individual institutions, and suggest improvements to laws 
and systems and ways to control risk. Audit offices become an important force 
in promoting good governance.

Second is the comprehensiveness of government auditing, which is stipu-
lated by the Constitution and Audit Law, and is also an objective demand for 
governance modernization. Anything involving the use and management of 
public funds, public assets, and public resources, as well as public interests, 
is subject to audit supervision. It thus basically covers all areas of economic, 
political, cultural, social, and ecological governance, as well as reform, devel-
opment, and stability. National governance involves elements such as labor, 
financial, and material resources (assets). Governance refers to the inte-
grated use, management, and control of these elements, while powers and 
responsibilities are reflected by them all. Therefore, the comprehensiveness of 
audit supervision refers to not only the universality of audit objects (running 
through the whole process of national governance) but also the comprehen-
siveness of the audit role. That is to say, by exercising audit supervision power 
legally and independently, government audit offices function to reflect the 
situation regarding use of public funds, the exercise of public powers, and 
the duty performance of public sectors, and improve wealth management, 
power usage, and duty performance, as well as the mechanisms for power 
control, accountability, and personnel employment. The comprehensiveness 
of government auditing also lies in the change from traditional compliance 
auditing to performance auditing covering all public resource management 
elements of “input‐process‐output‐outcome‐impact.” The comprehensiveness 
also ensures government auditing becomes an important force of national 
governance.

Third is the specialization of government auditing. It involves full‐time 
and professional supervision behavior: Different from the economic supervi-
sion duties of related departments deriving from their administration func-
tions, auditing involves full‐time supervision. Based on laws and facts, audit 
offices supervise public sectors and individual units, and seek to reveal prob-
lems objectively and fairly. Furthermore, specialization of audit supervision 
also lies in the principle of “grasping two key links at the same time.” On the 
one hand, audit offices should reveal and investigate major violations of laws 
and regulations and economic crimes, always paying attention to corruption 
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and fraudulent behavior closely related to funds, assets, and resources, reveal 
major violations of laws and regulations in a timely and effective manner, and 
transfer cases to the relevant sectors for further investigation. On the other 
hand, audit offi ces should promote improvement of laws, systems, mecha-
nisms, and institutions. Finally, auditors should have adequate professional 
knowledge, rich practical experience, and good organizational and coordi-
nation skills, including mastery in checking accounts and familiarity with 
fi nancial affairs and business management knowledge. By checking audited 
units in regard to capital, business, material, and information fl ows, audit 
offi ces can understand the situation, detect problems, and put forward highly 
targeted audit suggestions. 

 Especially against the current background of advancing national gov-
ernance updates in China, people increasingly hope to build a law‐based, 
responsible, transparent, clean, and effi cient government, and related politi-
cal mechanisms and organizations should play an active role in improving 
transparency, enhancing accountability, combating corruption, and improv-
ing performance. According to the authority granted by laws, work features, 
and the existing situation, government auditing may become the important 
force for improving national governance capacity.      

    TERMINOLOGY  

 The Third Plenum of the 18th Communist Party of China (CPC) Central 
Committee proposed that the overall goal of deepening the reform 

comprehensively is to improve and develop socialism with Chinese char-
acteristics, and to promote modernization of the national governance sys-
tem and capacity. This is the requirement for upholding and developing 
socialism with Chinese characteristics, and also for the socialist modern-
ization. The national governance system refers to the institutional systems 
for governing the country under the leadership of the Party, including the 
systems, mechanisms, laws, and regulations in regard to economic, politi-
cal, cultural, social, and ecological civilization, as well as Party building. 
National governance capacity refers to the capacity of managing social 
affairs through national systems, including reform, development and 
stability, domestic affairs, diplomacy, national defense, and governance 
of the Party, the state, and the military. The national governance system 
and governance capacity are organic and complementary. Without them, 
governance capacity cannot be enhanced; without enhanced gover-
nance capacity, effi ciency of the national governance system cannot be 
achieved. ◾ 
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(c) Government Auditing: Important Assurance of Governance 
Modernization

National governance modernization includes the modernization of the national 
governance system and governance capacity. A modern governance system 
and governance capacity should meet several basic requirements: forming 
and maintaining good governance order, effectively resisting various gover-
nance risks, and achieving high governance efficiency. Among them, good 
governance order is the basic precondition and realization approach, resisting 
risks is the basic requirement and assurance, and good governance efficiency 
is the goal. Based on statutory responsibilities and inherent characteristics, 
government auditing must effectively play this role, and a powerful security 
mechanism must be established.

First, government auditing is an important assurance for maintaining 
governance order. Forming and maintaining good economic and social order 
are necessary for governance and make up the basic premise and realization 
approach. As early as the Warring States period more than 2,000 years ago, 
Mozi proposed that “one unified standard should apply to a country; a national 
fundamental function is necessary to prevent chaos.”29 Hans Kelsen, repre-
sentative of the normative school of law, points out that “The State is the com-
munity established in accordance with domestic laws and order, and the State 
as a legal person is the personification of this community or domestic laws 
and order constituting this community.”30 Government auditing’s function of 
safeguarding national governance order is mainly reflected as follows: Firstly, 
by supervising and restricting the situation of administrative power exercise, 
government audit offices reveal, investigate, and punish major violations of 
financial laws and disciplines, improve the responsibility investigation and 
accountability mechanisms, and promote strengthening administration and 
management of administrative affairs according to law. Second, by supervis-
ing the situation of following market economy rules, government auditing can 
reveal in a timely way behavior violating market rules, and detect and check 
errors, so as to prevent economic risks and maintain market economy order. 
Third, in accordance with the laws, government audit offices, on behalf of the 
masses and taxpayers, supervise the duty performance of governments, depart-
ments, units, and state‐owned assets management units, and reports to the 
people, which helps improve the level of national governance. In particular, 
government audit offices disclose audit information, and report audit results, 
audit‐related problems, and rectifications to the public, to protect citizens’ 
rights to know and participate, and to mobilize all parties to participate in 
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state governance, so as to provide a strong foundation and assurance for the 
public “participatory governance.”

Second, government auditing is an important assurance for controlling 
governance risks. Good risk prevention and control capacity are a basic require-
ment for national governance. Currently, China is undergoing integrated and 
coordinated development in economic, political, cultural, social, and ecological 
civilization construction. As national governance becomes more complex, the 
involved governance fields expand and governance contents become enriched, 
but governance risks also increase. One of the important goals of national gov-
ernance is to minimize public risk, so as to ensure national security and sus-
tainable economic and social development. By relying on unique status and 
organizational and technology advantages, government audit offices can iden-
tify and reveal important risks in a timely manner, and put forward measures 
and suggestions for strengthening risk control. Government audit offices also 
can analyze problems and offer proposals from a higher, macro‐, and global 
perspective, so as to provide scientific decision‐making opinions for assessing 
national strength and safeguarding national security.

Third, government auditing is an assurance for enhancing the efficiency of 
national governance. Governance efficiency is an important factor to measure 
the governance modernization degree, and the important goal of governance 
is to ensure national system advantages are transformed into governance effi-
ciency. Government auditing is an assurance to enhance the efficiency of gov-
ernance: Through audit supervision over government budget allocation and 
implementation and fund utilization and management, audit offices promote 
improved capability in using and managing financial funds, budget execution 
capability, and the financial fund usage of budget units. Furthermore, through 
supervision of the economy, efficiency, and effect of government work, audit 
offices function to improve the performance of administrative departments and 
further enhance the quality and efficiency of industries or sectors within their 
administrative jurisdiction. Finally, on the basis of detecting and disposing of 
various problems, government audit offices can deeply analyze from all per-
spectives and offer proposals for reforming systems, improving laws, systems, 
and institutions, strengthening management, and preventing risks, so as to 
enhance the macroeconomic performance of national governance.

To sum up, this cognition involves three aspects: firstly, government audit-
ing is an important part of the power balance mechanism and the supervision 
control system, and also a basic institutional arrangement made in accor-
dance with the Constitution and laws.31 Secondly, by independently and fairly 
reviewing the truthfulness, compliance, and performance of various economic 



20 ◾ The Nature of Auditing

activities concerning national governance, government audit offi ces can under-
stand the real situation, reveal hidden risks, refl ect prominent problems, and 
analyze systemic and mechanism obstacles and defects, to solve the problems 
in a timely and effective way. That is to say, government auditing plays an 
“immune system” role of preventing, revealing, and resisting, and a corner-
stone and assurance role for standardized, effi cient operation of other national 
governance subsystems. Third, from a mechanism perspective, government 
auditing is comprehensive, specialized, and regular, and its supervision role 
is all‐embracing. Government auditing is an important force in enhancing 
national governance capacity, and an important assurance for promoting the 
modernization of governance capacity. 

 The foregoing analysis shows that all aforesaid cognitions on the nature of 
auditing are based on audit practice in different periods, perspectives, and lev-
els, playing an active theoretical guidance role for audit work. In general, they 
have the relationship of inheritance, development, and continuous deepening. 
Relatively speaking, cognition of the nature of auditing from the perspective of 
national governance is more comprehensive and in‐depth than other aspects. 
It more clearly defi nes the fundamental property of auditing and audit prac-
tice, and pays more attention to audit functions, role, targets, and realization 
approaches. In recent years, China’s audit offi ces, under the guidance of this 
theory, fi rmly uphold the scientifi c audit concept, comprehensively perform 
audit supervision duties, fully bring into play the vital role of government audit-
ing in promoting improvement of national governance, constantly enhance the 
initiative, macro‐, constructive, open, and scientifi c features, and constantly 
improve legalization and standardization based on science and information 
so as to make new progress in construction of audit teams, audit theories, and 
audit culture. These practices also show that the cognition on the nature of 
auditing from the governance perspective is in line with China’s conditions 
in regard to socialist politics, economy, culture, and society, and is of great 
signifi cance to improve the socialist audit system with Chinese characteristics 
and promote scientifi c development of the audit cause.        

    TERMINOLOGY  

 Socialism with Chinese characteristics consists of the road, theories, 
and systems. The road of socialism with Chinese characteristics is the 

realization path, theories of socialism with Chinese characteristics play the 
guidance role, and socialist systems with Chinese characteristics are the 
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 III. EVOLUTION OF GOVERNMENT AUDITING FOR 
NATIONAL GOVERNANCE 

 The evolutionary history of China’s government auditing shows it is always 
closely related to national governance. In different historical periods, gover-
nance needs, objectives, and modes may differ, and government auditing may 
undertake different historical missions. The functions and roles of government 
auditing always adapt to the objective needs of national governance. But fun-
damentally speaking, government audit offi ces, through audit supervision, 
always function to promote power balance, monitor the governance process 
well, conduct real‐time tracking of governance performance, reveal problems 
in a timely manner, and promote reform and improvement of governance sys-
tems and mechanisms so as to improve overall national governance.  

 (1) Evolution of Chinese Ancient and Modern 
Government Auditing 

 China has a long history of government auditing, and various dynasties wit-
nessed the rise and fall of national governance (see Table   1.1   ). According to 
historical records, ancient Chinese used the words “investigating, listening, 
counting, checking, comparing,” and so on to describe “audit” activities, indi-
cating these presented different forms and played different functional roles 
through history. The Zhou Dynasty (1046–256 BCE) advocated the “rule by 

fundamental assurance. They are united in the great practice of socialism 
with Chinese characteristics. During the overall process, we should persist 
in taking economic construction as the central task, and promote eco-
nomic, political, cultural, and ecological construction, and so on; adhere to 
the four fundamental principles  32   and the policy of reform and opening up; 
and emancipate and develop productive forces, gradually achieve the goal 
of common prosperity, and promote people’s all around development. The 
theories of socialism with Chinese characteristics are the latest achieve-
ments of Marxism in China, including the Deng Xiaoping Theory and the 
important thought of the “Three Represents”  33   and the Scientifi c Outlook 
on Development. The socialist system with Chinese characteristics upholds 
the organic unity of the fundamental and basic political and economic sys-
tems and various institutional mechanisms, the organic unity of the national 
democracy and grassroots democracy systems, and the unity of the Party’s 
leadership, people’s status as the masters, and rule by law.  34    ◾
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rites,” and the governance goal of “defi ning the authority and ranks of the 
king, ministers and offi cials.” To this end, the offi cial rank of Zaifu was created 
with responsibility for supervising the implementation of decrees and rites; the 
holder of this offi ce could report any problems to the Taizai (offi cial rank) or 
even directly to the emperor.  35   In the Qin and Han dynasties that followed, rul-
ers advocated “grand unifi cation” and strengthening centralized governance, 
and established a set of highly authoritative supervisory systems, including the 
censor audit system. Auditing supervision function was added to the system of 
supervision by censors at the state, prefecture, or county level, and the mode 
of “comprehensive supervision and investigation, and united supervision and 
examination” was developed and used long after. The fl ourishing Tang Dynasty 
(618–907) is world‐renowned for its political openness and economic prosper-
ity. Under the Tang regime, the audit system was improved along with political 
system reform, and the system of “unity of special audit, concurrent audit and 
internal audit by different departments respectively” was established. With 
certain judicial authorities, the Pi‐Pu was set up. This was completely indepen-
dent of the Ministry of Revenue in feudal times, and was specialized in audit 
supervision; the audit supervision function of the Censorate was strengthened; 
and the system of internal auditing by the Ministry of Revenue, Financial Rev-
enue and Expenditure Ministry, and Salt and Iron Management Ministry was 
established, which vigorously promoted national fi nancial management. In the 
Southern Song Dynasty (1127–1279), the Review Department was renamed as 
the “Audit Department” or “Court of Auditors,” which is the fi rst institution of 
China specialized in auditing and using the term “audit” in its name.     

    TERMINOLOGY  

 The audit supervision activity was fi rst described as “audit” formally 
in the Southern Song dynasty.  The Compilation of Song Regula-

tions  recorded that “On May 11, the fi rst Jianyan year during the reign 
of Emperor Gaozong, to avoid the tautonomy with the name of Emperor 
Gaozong (Zhao Gou [“ ” in Chinese]), the Zhuangou (“ ” in Chinese, 
meaning review) Department was renamed as “Audit Department” 
because “ ” is a homonym of “ ” in the name of Emperor Gaozong. 
Later, the Audit Department was changed to “Court of Auditors,” spe-
cializing in fi nancial supervision and supported by laws. It became the 
specialized audit organization worthy of the name. 

 In the Ming and Qing dynasties, with few exceptions, China’s political 
environment was largely closed, and the royal court strengthened the 
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 Autocracy and the policy of exclusion of the Qing Dynasty eventually led to 
its collapse and brought the Chinese nation to the brink of destruction. To save 
the Chinese nation and ensure its survival, people with vision launched the 
Westernization Movement, Constitutional Reform and Modernization, and the 
Constitutional Movement. In the preliminary constitutional process, the Qing 
Dynasty once planned to pattern itself on the political system of Germany and 
Japan, and established an independent Court of Auditors parallel with the Cabi-
net. The supreme ruler would directly take charge of the Court of Auditors.  37

However, due to the failure of the reform movements, the attempt to establish 
a modern audit system was eventually aborted. In 1928, under the Republic of 
China, the Nanjing Nationalist Government had set up the Court of Auditors 
that operated in parallel with government ministries, offi ces of supervision, judi-
ciary, and examination, and other offi ces, and enacted an Audit Law. In 1931, 
the Court of Auditors became a subsidiary body of the Supervisory Ministry. The 
system of combining supervision and examination was introduced. Under the 
fi ve‐chamber political system, the audit offi ces of the Republic of China worked 
as an important organ of power supervision. It was independent of the govern-
ment administrative systems, possessing a detached independent position of 
supervision, and played a positive role in consolidation of fi nancial disciplines, 
investigating corruptions, increasing revenues and reducing expenditures, and 
assuring government operations. However, due to the corrupted political sys-
tem, long‐term chaos caused by war and the controlling power of a privileged 
stratum in the later period, social unrest, and fi nancial chaos, fi nancial tycoons 

system of autocratic monarchy while ignoring the construction of the 
system of checks and balances. In addition, supervision organs including 
the Court of Auditors lost some of their power, and even a eunuch dicta-
torship appeared, which resulted in serious corruption, treasury defi cits, 
and increasing decline of national strength. During the Ming Dynasty, the 
Pi‐Pu was canceled, marking the end of an audit system existing for over 
thousands of years. Later, Supervisory Censors from the Court of Censors 
and the Jishizhong (an offi cial rank) from the Ministry of Offi cial Personnel 
Affairs, the Ministry of Revenue, the Ministry of Rites, the Ministry of War, 
the Ministry of Punishments, and the Ministry of Works were collectively 
referred to as “kedaoguan” (supervisory offi cials), exercising certain audit 
powers. In this period, independent external professional audit organs 
were cancelled,  36   and an audit system featuring “unity of supervision and 
examination” was established, which catered to the needs of the impe-
rial autocracy. It inevitably became an autocratic tool for rule by man, and 
accelerated the decline of the dynastic system. ◾ 
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who always manipulated the economic lifeline and military sectors who con-
sumed huge financial funds and other privileged agencies repeatedly refused to 
accept audit supervision. It became harder and harder for auditing to play an 
effective role, and it remained in name only, which was an important factor in 
the growing decline and fall of the Nanjing Government.

In the long history of change of Chinese dynasties, vicissitudes were closely 
related to such national supervision systems as auditing. The dynasties and peri-
ods with high‐level political civilization did well in the separation of state powers 
and checks and balances, whereas the decline of a prosperous dynasty certainly 
started from the weakness and even abolition of such systems. Therefore, a ruler 
should firstly manage accounting and auditing to govern the country well. The 
800‐year Zhou Dynasty represented the summit of the slave society, which was 
associated with its “Zhou Guan” system (emphasizing the separation of powers 
and checks and balances). The Tang Dynasty represented the summit of feudal 
society associated with the system of Three Councils and Six Boards. However, 
the comparatively short‐term Ming and Qing Dynasties emphasized autocratic 
imperial power and personal totalitarianism. It is an eternal truth that “all 
powerful people are easily abusing their power,” and absolute power will defi-
nitely lead to absolute corruption. If the ruler roused all his energies to make 
the country prosperous in the period of autocratic imperial power and personal 
totalitarianism, national governance might be normal in the short term only. 
However, autarchy and totalitarianism will finally lead to governance anomie, 
finance running out of control, and national strength declining.

(2) Government Audit System in the Period of 
Revolutionary War under the Leadership of the CPC

Before the founding of the PRC, the CPC adhered to the road of encircling the 
cities from the countryside, established and consolidated itself in the revolution-
ary base areas, continuously accumulated strength through armed struggle, 
and won revolutionary victory through arduous efforts. As the armed struggles 
needed a lot of funds, the Party adopted relevant measures to save every copper 
for revolution and war and asked cadres not to be tempted by power and money 
in order to ensure the support of the people. Strengthening audit supervision 
was one of the major measures. The Party formulated different auditing sys-
tems suitable for different periods according to their characteristics. During 
the period of Western Fujian Soviet power, the Party carried out audit work 
to meet the military needs of anti‐encirclement struggle and promoting the 
founding of Soviet power. In March 1930, after the founding of the Soviet gov-
ernment in the main revolutionary area, the Party established the Financial 
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Review Board and also asked governments at different levels to set up their 
own boards to review the financial position. In September 1933, the Central 
Audit Committee, subordinate to the Central People’s Committee of the Soviet 
area, was established for performing audit functions. The Committee carried 
out audits of the fiscal budgets and final accounts of the central government’s 
offices and departments, counties directly under Ruijin, Guangdong Province, 
and Jiangxi Province, and in the financial revenues of central institutions and 
mass organizations, including the central printing house and the effects of the 
saving movements in the central Soviet areas. The result of each audit activity 
would be published on the official newspaper of the CPC central committee, Red 
China. In the most difficult period of the Chinese revolution, audit supervision 
played a key role in promoting the implementation of various financial budgets 
and government decisions, reducing various expenditures, and combating cor-
ruption. During the Anti‐Japanese War, government audit supervision was 
mainly focused on such central tasks as meeting military needs in the base 
areas and promoting regime construction in border areas. In 1937, the gov-
ernment of the Shaanxi‐Gansu‐Ningxia border region set up the audit division 
to conduct audit supervision of budgets and final accounts, public property 
of the administrative bodies, income and expense data, treasury receipts and 
disbursements, valuation and disposal of public property and the public sector 
balance of payments of other relevant authorities, taxation, the requisitioning 
of grain, corruption, and fraud. Meanwhile, the Central Military Commission 
also set up an audit division under the Financial Committee to implement the 
system of preliminary review in regiments and secondary review in brigades 
and armies, and final review in divisions, strategic areas, and headquarters. 
The division played a key role in increasing incomes, reducing expenditures, 
supporting the revolutionary war, and dealing with corruption and waste. 
During the Liberation War, the audit work was carried out mainly to meet 
war needs. In order to ensure the preparatory work of governing the whole 
country proceeded smoothly, the audit work of the government of border region 
focused on providing financial resources for the war. At that time, all military 
authorities above regimental level set up audit committees to play active roles 
in ensuring the Party and army’s spirit of hard work, laying a solid foundation 
for liberating the whole country, and founding the PRC.

(3) Establishment and Development of Government Audit 
Systems after the Founding of the PRC

The PRC’s government audit system was gradually established and developed 
based on the inheritance of former national audit experience and reference to 
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international practice. For some time after the founding of the PRC in 1949, 
China didn’t set up independent audit offices but handled the supervision of 
fiscal and financial revenues and expenditures through the departments of 
finance and taxation in combination with industrial and business manage-
ment. In 1978, the Third Plenum of the 11th CPC Central Committee made 
the strategic decision to shift the focus of work to the economic construction, 
requiring strengthened financial and economic management, establishment 
and improvement of the economic supervision system, and strong mainte-
nance of the national financial and economic disciplines. Constitutional revi-
sions in 1982 led to the establishment of the audit supervision system. The 
National Audit Office of China was formally founded in 1983, and local govern-
ments above county level generally set up their own audit offices within two 
years. Thereafter, audit offices at all levels actively created work conditions 
around the strategic objective, focus, steps, and policies associated with Chi-
nese economic construction, carried out the key work of increasing revenue 
and reducing expenditure as well as seeking balance of the two, played their 
role in enforcing discipline in finance and economics, correcting accounting 
errors, strengthening management, and actively safeguarding smooth eco-
nomic construction.

With the further deepening of reform and opening up, China gradually 
transformed itself from the traditional planned economy system into a socialist 
market economy, and accelerated progress in building a socialist country under 
the rule of law. Facing a more beneficial development environment, audit offices 
made great progress in gradual audit standardization. During this period, 
they launched industry auditing, special fund auditing, and special auditing 
investigations in a planned way, and gradually formed a regular audit system 
focused on national major deployments, including rectifying the overall eco-
nomic order. Auditing expanded from enterprises to government departments, 
financial institutions, infrastructure investment, agricultural funds, and the 
utilization of foreign capital. The audit offices emphasized the truth and legiti-
macy of audit content, explored improved management and greater efficiency, 
and emphasized micro‐auditing from a macroperspective. Audit supervision 
plays an important role in enforcing financial and economic discipline, pro-
moting improvement and rectification, and safeguarding the smooth system 
reform. The Audit Law and the Implementation Rules were promulgated in 
1994 and 1997 respectively. This was the point when the basic systems, includ-
ing the principles of audit supervision, the responsibilities and authorities of 
audit offices, audit procedures, and legal responsibilities, were further defined 
and clarified, and the legalization, institutionalization, and standardization of 
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audit work were initially realized so audit offices and individual auditors could 
deepen their understanding of audit work and associated laws.

The 16th Party Congress proposed to “strengthen the restrictions and 
supervision on the use of power.” According to the requirement, audit offices 
adjusted their orientation, objectives, and priorities while continuing to adhere 
to basic audit policy: “to audit in accordance with laws, serve the overall situ-
ation, stay close to the center, stress the focus, and be pragmatic”39 as they 
implemented the Audit Law revised in 2006. Through enhancing the level and 
quality of audit results, maintaining truthfulness as the basis, and exposing 
distorted or wrong accounting information as the focus, audit offices intensified 
the investigation and punishment of major violations of laws and regulations 
and economic crimes, strengthened the restriction and supervision of power, 
promoted audit results announcements and the handling of the performance 
audit, continued to deepen and improve the fiscal, financial, and business audits, 
actively explored the accountability audit, and built the “3 + 1” audit pattern. 
They also focused on strengthening the construction of talents, methods, and 
technologies, and enhanced the overall quality of audit teams, improving audit 
criteria and rapid adoption of modernized audit technical means. During this 
period, audit supervision played a positive role in maintaining economic order, 
deepening reform and development, strengthening restrictions on power, and 
promoting democracy, further improving the credibility, authority, and social 
influence of audit work.

Since the 17th Party Congress, audit offices have thoroughly studied and 
applied the Scientific Outlook on Development, firmly established a scientific con-
cept of auditing, deepened understanding of the nature of auditing, and stayed 
close to the overall economic and social development. This required enhanced 
infrastructure construction of audit teams, and deeper study of law, informa-
tion, culture, and theory in order to further promote audit work concerning 
fiscal affairs, finance, business, economic responsibility, resources and environ-
ment, and foreign capital. On the basis of ensuring truthfulness, compliance, 
and performance in regard to financial revenues and expenditures, more atten-
tion has been given to initiative, macroscopic, and constructive auditing and 
audit supervision of key areas, revealing and investigating major violations of 
laws and regulations, reflecting on problems in the system and mechanism, 
and conducting audit supervision at higher levels. Audit offices have sought to 
fully play the “immune system” function as a public finance guardian, actively 
promoted China’s political, economic, cultural, social, and ecological civili-
zation construction, and played a positive role in improving national gover-
nance, safeguarding state security, maintaining financial order, improving 



30	 ◾  The Nature of Auditing

macroeconomic regulation and control, strengthening the creation of a clean 
government, managing state affairs according to law, deepening reform, and 
opening up economic and social development.

The 18th Party Congress established the historical status of the Scientific 
Outlook on Development, interpreted the rich connotation of socialism with 
Chinese characteristics and eight basic requirements to gain new victories, 
and proposed the objectives of building a moderately prosperous society in 
an all around way, comprehensively deepening reform, and opening up work 
on the major deployments. This included the Five‐in‐One overall arrange-
ment—namely, socialist economic construction, political, cultural, social, and 
ecological civilization construction, and the major task of comprehensively 
improving the scientific level of Party building. Guided by this spirit, govern-
ment audit offices treated rule of law and improved livelihood for the people 
through reform and development as the starting point and supreme goal, to 
fulfill their audit supervision responsibilities, promote overall implementa-
tion of the Five‐in‐One arrangement, facilitate the building of a moderately 
prosperous society in an all around way, and play a practical role in safeguard-
ing the sound operation of the national economy and society and promoting 
national governance.

Through 30 years of development, the audit supervision system of social-
ism with Chinese characteristics has been basically established and became a 
modern government audit system. This covers a number of key fields:

▪▪ To build a relatively complete audit law system. Multilayered but 
inherently coordinated norms of audit law now exist on the basis of the 
Constitution, with the Audit Law and the Rules for the Implementation of 
the Audit Law as the core, supported by audit standards.

▪▪ To safeguard the independent exercise of audit supervisory power 
in accordance with the law. Government audit supervision responsi-
bilities have to be exercised consistently within the national governance 
mode. The Constitution specifies that the government audit legal status 
should be independent of the decision‐making and performance system, 
and free from restraints by any vested interests and interference by any 
other administrative organization, social group, or individuals.

▪▪ To form an audit system suitable for China’s national conditions. 
The State Council has set up the National Audit Office, which exercises 
independent audit supervisory power under the premier’s guidance. Local 
people’s governments above county level set up audit offices with indepen-
dent supervisory power under the guidance of the head of government at 
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the corresponding level and responsible to that government as well as to 
the next higher level of audit office.

▪▪ To authorize extensive and effective responsibility and author-
ity. To ensure government auditing plays an active role in national gov-
ernance, laws and regulations stipulate extensive audit responsibilities, 
including the accountability audit, and as defined by the Constitution, 
government audit offices are granted effective authority through such 
means as administrative coercive measures, transference of major issues, 
and audit sanctions.

▪▪ To form a coordinated and efficient audit operating mechanism. 
Through 30 years of exploration and practice, a complete, coordinated, 
and efficient audit operating mechanism suited to national conditions has 
been established for such aspects as audit work programs and plans, field 
implementation of audit projects, audit result reports, audit rectification 
tracking, and audit relief, ensuring government audit offices can fully exer-
cise their responsibilities.

Over 30 years’ development has laid a solid foundation for the improve-
ment of government audit theories. Meanwhile, its functions have effectively 
promoted reform and opening up, as well as the construction of democracy and 
rule of law. Specific details are as follows:

▪▪ Providing timely, objective, and reliable information for scientific 
decision making in national governance, so as to promote the 
implementation of needed policies and measures. Chinese audit 
offices pay much attention to analyzing and reflecting on the implemen-
tation of relevant state policies and measures, management of major proj-
ects, and associated problems. In this way, support is given to scientific 
state decision making, improving macrocontrol policy and strengthening 
management of public investment projects. In order to ensure the timeli-
ness of the information provided, various follow‐up auditing methods have 
been used. In the past few years, follow‐up auditing has been conducted for 
major projects like the Beijing‐Shanghai High‐Speed Railway, the second 
line of the West‐East natural gas transmission project, the Three Gorges 
Project, and postdisaster reconstruction after the Wenchuan earthquake, 
as well as important events, including the Beijing Olympic Games, Shang-
hai World Expo, and the Asian Games. Policy implementation problems 
have been exposed and corrected in a timely manner. For example, for 
four consecutive years, more than 20,000 auditors conducted follow‐up 
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auditing of the anti‐earthquake and relief work and postdisaster recon-
struction after the Wenchuan earthquake, involving over 22,500 invest-
ment projects. This had a positive impact on the smooth progress of relief 
and reconstruction.

▪▪ Playing a restriction and supervisory role in the state power sys-
tem and promoting normalized allocation and exercise of power. In 
accordance with the Constitution, the Audit Law, and other relevant laws 
and regulations, audit offices should conduct auditing or special auditing 
investigation of all units, projects, and events involving management or 
use of public funds. Since 1999, pursuant to provisions of the CPC Cen-
tral Committee General Office and the General Office of the State Council 
on strengthening the accountability audit, audit offices at all levels have 
been required to further promote the accountability audit. In December 
2010, the CPC Central Committee General Office and the General Office 
of the State Council promulgated The Provisional Regulations on Account-
ability Auditing of Party and Government Officials and Leaders in State‐Owned 
Enterprises, summarizing the development and effect of over a decade of 
accountability auditing. These regulations stipulate that audit offices 
should conduct an accountability audit of the primary leaders and cad-
res of local governments at all levels, judicial and procuratorial organs, 
functional departments of central and local governments at all levels, pub-
lic institutions, mass organizations, and legal persons of state‐owned or 
state‐holding enterprises. In recent years, audit offices nationwide have 
conducted an accountability audit of over 500,000 leaders and cadres. 
Through audit supervision, examination, and evaluation, the power of 
governments and officials has been restricted within the scope of people’s 
authorization; thus the match of power and responsibility has been pro-
moted and auditing’s role of standardization, restriction, and supervision 
is brought into full play.

▪▪ Focusing on weak economic and social links and risks, so as to 
safeguard national security. It will always be the primary task of 
national governance to ensure a country’s survival and security, and a 
common responsibility for almost all departments of national governance. 
Audit offices have taken on safeguarding national security as a major task, 
focusing on energy and strategic resources, fiscal and financial operation, 
state information, internal governance and supervision of financial insti-
tutions, and protection of resources and the environment. They analyze 
weak links and potential economic and social risks in a timely manner and 
provide reliable information for safeguarding national security. Especially 
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in 2011 and 2013, in accordance with State Council requirements, more 
than 40,000 auditors were mobilized to comprehensively audit the debts 
of local governments at province, city, and county levels. Through figur-
ing out the basic situation, reflecting performance, revealing problems, 
and making suggestions, audit offices played a positive role in eliminating 
improper statements at home and abroad about Chinese national security 
and economic and social development, improving the fiscal administration 
system, revising relevant laws, and so on.

▪▪ Revealing violations of laws and regulations as well as behavior 
involving abuse of power, and maintaining economic and social 
order. Chinese audit offices always take it as their obligatory responsibil-
ity to ensure the laws are strictly observed and enforced, and law viola-
tors must be brought to justice so as to strengthen the “immunity” of the 
national governance system. They focus on studying the characteristics 
and laws of corruption cases under the new situation, and give attention 
to key sectors, positions, and links prone to corruption, thus becoming 
an importance force in combating corruption. Audit offices also focus on 
analyzing loopholes in institutional construction and implementation and 
positively promoting system improvement. In addition, for timely treat-
ment of major law and regulation violations, a joint conference system 
and coordinated consultation mechanism has been established involving 
public security, procuratorial organs, and inspection departments. Treat-
ment results of transferred audit cases have been publicized, promoting the 
deterrent effects of auditing.

▪▪ Reflecting problems at the system, mechanism, or institution level, 
and promoting innovation in national governance. Chinese govern-
ment auditing is characterized by strong independence, a wide range of 
coverage, familiarity with laws and regulations, and mastery of full and 
accurate information. On the one hand, government auditing focuses on 
reflecting the problems of audited units in budget enforcement, financial 
management, and internal control, including less‐stringent management, 
failure in ensuring system implementation, and low quality of accounting 
information, so as to strengthen management, supervision, and restric-
tion. On the other hand, from the micro‐ and overall perspective, govern-
ment auditing focuses on reflecting problems such as institutional barriers, 
mechanism distortions, and system defects, so as to promote reform in the 
fiscal and financial system, state‐owned businesses and investment sys-
tem, and so forth. Over the past 30 years, audit offices have submitted more 
than 40,000 reports, and promoted the formulation and improvement of 
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an equal number of rules and regulations. The National Audit Office has 
made suggestions including refining government budget management, 
promoting disclosure, and strengthening local government’s debt manage-
ment. All the suggestions are conducive to improving national governance.

▪▪ Focusing on people’s livelihood and resource and environment 
protection, endeavoring to safeguard people’s fundamental inter-
ests, and promoting ecological civilization construction. Protecting 
people’s fundamental interests is the basic goal for audit offices. They focus 
on the management of livelihood projects or funds for the Three Rural 
Issues (i.e., agriculture, rural areas, and farmers), low‐income citizens, 
education, medical treatment, housing, and social security; they also focus 
on fund use performance and implementation of policies and measures 
related to resource exploitation and development, as well as ecological 
environmental protection. For example, in 2012, more than 40,000 audi-
tors nationwide conducted a full audit of the country’s 18 social security 
funds. The audit work took seven years to complete and involved various 
departments including human resources, social security, civil administra-
tion, health, and finance at the province, city, or county level. Auditors 
have grasped the basic situation of the social security system, examined 
policy implementation and effect, revealed difficulties, and proffered advice 
for system improvement and standard management.

▪▪ Implementing the system of disclosing audit information and rec-
tifying and tracking problems, and endeavoring to ensure people’s 
right to know and participate in national governance. With the 
development of democracy and legal construction, the audit offices have 
gradually improved the system of announcing audit findings and issu-
ing audit information, and have insisted on investigating problems and 
promoting rectification and disclosure simultaneously. Thus, the super-
visory role of auditing is brought into full play. Since implementing the 
system of announcing audit results in 2003, 24,000 audit results have 
been made public. Audit offices also disclose information on rectification 
and disposal of detected problems. For five consecutive years, the National 
Audit Office has disclosed the rectification and reform result of problems 
concerning central budget execution and financial revenue and expendi-
ture, and each announcement comprehensively and objectively reflects 
the rectification and reform situation. At the same time, audit offices have 
invited news media to conduct follow‐up reporting on major audit projects 
and reveal the whole audit process. Publicizing the audit plan, procedure, 
and results according to law not only serves as an important channel for 
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promoting rectifi cation of audit fi ndings and fulfi lling duties, strengthen-
ing the responsibilities and performance awareness of audited units, but 
also helps the public to understand the duty performance of governmental 
departments and participate in national governance.         

    TERMINOLOGY  

 At the beginning of 2003, the SARS epidemic aroused deep concern in 
China, and the government spent a vast amount of money to tackle the 

problem. How to manage and use these funds and their effects became 
key questions. The National Audit Offi ce issued the No. 1 Announcement 
of Audit Findings in December 2003. Since then, the system to issue audit 
results to the public has become an important part of audit disclosure. 

 National governance goals change in different historical periods, 
and the requirements for government auditing are different, along with 
its responsibilities and missions. The function of auditing cannot be given 
full play in a more effective way until we understand, master, obey, and 
apply the laws throughout the whole process and continuously adjust the 
thinking of audit work. ◾ 

 IV. CORE VIEW OF THE NATURE OF AUDITING FROM 
THE NATIONAL GOVERNANCE PERSPECTIVE 

 To understand and comprehend the nature of audit work from the national 
governance perspective meets the objective requirements for profound changes 
of the external audit environment. It stands for signifi cant development and 
breakthrough in government audit theory. It is a signifi cant innovation of 
socialist audit theories with Chinese characteristics, taking government audit 
practice in recent years into consideration. It is of strong guiding signifi cance 
to socialist audit practice with Chinese characteristics and will also have far‐
reaching signifi cance. The key points can be briefl y described as follows: 

 ▪    Government auditing is an important part of the national political system 
and is a kind of institutional arrangement to supervise and restrict power 
by power in accordance with law. 

 ▪    Government auditing is an important aspect of national governance, and 
strengthening audit supervision is a signifi cant approach and method 
to obtain improvement. The demand of national governance determines 
the emergence of government auditing; the goal of national governance 
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determines the direction of government auditing; and the mode of national 
governance determines the system of government auditing.

▪▪ Government auditing is one of the endogenous supervision and control 
systems of national governance; it serves the decision‐making process, and 
supervises and restrains the execution system of national governance.

▪▪ Government auditing, as an “immune system” endogenous within the 
overall system of national governance, with functions of exposure, resis-
tance, and prevention, is a cornerstone and important assurance for 
national governance.

To comprehend government auditing from the national governance per-
spective has profound implications for further clarifying the guiding ideol-
ogy, fundamental objective, basic approach, and working guidelines. Under 
the direction of this theory, the National Audit Office of China advocates that 
government auditing must hold socialism with Chinese characters as its soul 
and guideline, and scientific audit concepts should be firmly established. The 
fundamental objective of auditing is to protect people’s fundamental interests, 
which at the present stage can be specifically described as “to promote rule by 
law, reform and development, and to safeguard people’s livelihood.” The primary 
task for audit work is to safeguard national security and can be expressed as “to 
protect national economy security, to safeguard national interests, to promote 
democracy and rule of law, and to promote comprehensive and coordinated 
sustainable development.” Government auditing must follow the guideline of 
“conducting audit according to law, serving the overall situation, focusing on 
the central task, highlighting the key points, and being realistic and pragmatic.”

To comprehend government auditing from the national governance per-
spective reflects a new profound understanding and conclusion of the nature 
of audit work against a new historical background. This theoretical view has 
aroused broad consensus in China’s audit theory and practice, and is widely 
recognized by audit circles of various countries. In 2013, the 21st International 
Organization of Supreme Audit Institutions Conference was held in Beijing, 
issuing the Beijing Declaration, stressing that it is the common objective for 
supreme audit institutions to promote good national governance. The Decla-
ration provides an important basis and basic principles of setting the future 
development direction, tasks, and goals for audit offices of various countries. 
The International Audit Organization Strategic Plan (2011–2016) also clearly 
requires that supreme audit offices of all countries should exert more efforts 
to combat corruption and strengthen accountability, transparency, and good 
governance. It can be foreseen that with the development of audit practice and 
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better performance, theories of auditing for national governance will also be 
continuously enriched.   
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2                                                       CHAPTER   TWO                   

 Audit Function                 

  FUNCTION REFERS TO THE SPECIFIC  properties of an object that 
can meet certain demands while maintaining a relatively stable and inde-
pendent mechanism. Audit function refers to the capability and effect of 

auditing revealed in an economic and social operation. Such capability and 
effect are delivered through audit activities. Based on audit activities, one can 
judge and measure the capability and effect of auditing, which can be improved 
through enhanced audit efforts.   

 I. GENERAL COGNITION OF THE GOVERNMENT 
AUDIT FUNCTION 

 According to the functionalist theory in sociology, any social phenomenon has 
its own important functions. Auditing, as an important part of the national 
political system, must have its functions to meet national governance and 
social needs. Audit function refl ects audit essence (nature of the audit) with 
its own intrinsic characteristics. Like other social systems, audit essence is 
closely linked with the function of economic and social operation. Audit func-
tion not only can directly refl ect the audit essence, but also can explain the 
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development and changes of auditing. Following the order of objective demand 
of social economy–structural function–structural form, we can find the most 
basic relationship between auditing and social economy.

The function, duty, and role of auditing are closely related. Audit function is 
achieved through audit supervision, certification, and evaluation. Audit func-
tion and duty often do not have any strict distinction, but the audit function 
and the audit role do have some obvious differences. Audit function is the ability 
the audit has to create a certain impact. Audit role refers to the actual impact 
produced. Audit function is a prerequisite for performing the audit role. The 
latter is the external manifestation of audit function, as well as the objective 
effect generated while auditing is conducted.

To some extent, the nature of auditing can be explained by the audit func-
tion. According to the functionalist theory, the audit function depends on the 
nature of the audit structure itself. If the nature of auditing itself changes, its 
function of maintaining overall economic and social development will natu-
rally change accordingly. Auditing exists as part of the social life structure 
because it has a specific function.

Scholars have yet to reach a unified cognition of audit function due to dif-
fering ideas about the nature of auditing. For example, some scholars emphasize 
that the basic function of auditing is economic supervision (i.e., achieving the 
purpose of maintaining economic order, improving economic management, 
and strengthening macrocontrol by conducting such supervision). The schol-
ars advocating the “economic cybernetics” theory believe that the audit func-
tion is to conduct control, meaning that audit institutions not only can identify 
problems but also can directly correct them. In practice, different views on 
audit function lead to different ways of using audit results. When audit results 
are used to address and punish violations of laws and regulations, improve 
relevant systems, deter or correct wrongful behaviors, people often believe 
supervision is the main audit function. When audit institutions conduct objec-
tive comprehensive evaluation of the auditee’s duty performance according to 
certain criteria, issue or publish audit results to discharge accountability and 
win public trust, there is a belief the function of auditing is mainly to conduct 
evaluation or certification. For example, such accountability audit projects as 
the Beijing Olympics Games, Shanghai World Expo, and local government debt 
are all considered evaluation and certification audit projects.

There are generally two factors affecting the functioning of auditing: (1) 
the objective demand by national governance and (2) the subjective initiative of 
auditing itself. Demand by national governance provides the basis for the exis-
tence of audit function and represents the ability to satisfy the objective needs of 
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national governance. The embodiment of audit function depends on the specifi c 
audit work (audit behavior). To what extent the audit work itself can perform 
its function depends on the audit adaptability to the surrounding environment 
and creativity of audit work. The need for national governance and economic 
society for audit is objective, and can be accurately understood and managed. 
Through continuous improvement of audit work itself, the subjective initiative 
of auditing to meet the objective needs of national governance can be achieved, 
and the function of audit can be fully played.   

 II. “IMMUNE SYSTEM” FUNCTION OF 
GOVERNMENT AUDITING 

 The immune system is the important defense force in the human body against 
viruses and bacteria. Survival and maintenance of proper health in a lifetime 
depend on this strong defense system. If the immune system is not working 
properly, the result can be devastating. Therefore, many physicians describe the 
immune system as “an element of body and soul,” “defender of life,” “lifeguard,” 
bodily “fi ghting force,” and so forth. 

 A country is like a living organism. Through theoretical analysis of 
national organization, structure, function, and behavior characteristics, as 
well as integrated application of theory and method of system science, orga-
nizational behavior, political science, sociology, economics, medical science, 
and other disciplines, the complex organizational system—namely, the coun-
try with its life characteristics—can be resolved into the metabolic, immune, 
nervous, and behavioral systems. The immune system is a complex subsystem 
defending against natural, economic, social, and other risks, and is also the 
barrier  1   behind which the country can be run in an orderly, coordinated, and 
safe way. To maintain a good national economic and social order, each part 
of the country needs to perform its functions and duties in a harmonious and 
unifi ed way. 

 In the living organism of a state, the government audit system is equivalent 
to the immune system. The two have a high degree of similarity, manifested in 
the following four aspects: The government audit as an important part of the 
national political system, like the human immune system, has an endogenous 
nature; the value of the government audit is to protect the country’s economic 
and social operations, which is similar to the value of the body’s immune sys-
tem safeguarding human health; government auditing is indispensably respon-
sible for defending national economic and social operations, just like the human 
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body’s immune system; and government auditing is professional. Audit institu-
tions effectively play their role through coordination with other departments, 
very much like the mechanisms of the immune system.

According to medical immunology, the immune system has three basic 
functions:2 immune defense, mainly referring to the body’s immune protec-
tion against foreign antigen (e.g., microorganisms and toxins) attack; immune 
homeostasis, which is a physiological function wherein the immune system can 
promptly identify and remove the body’s damaged or aging cells, without attack-
ing any normal cells, in order to maintain a stable internal environment; and 
because of immune surveillance, while various factors in vivo and in vitro cause 
normal individual tissue cells to constantly mutate, the immune system can iden-
tify copying errors or mutant cells and clear them out in a timely manner.

According to a comprehensive study and analysis of government audit 
history and reality, the government audit as the “immune system” of a healthy 
national economic and social operation has three functions: prevention, expo-
sure, and resistance.

It should be pointed out that the audit “immune system” function is noth-
ing new, but rather reflects people’s growing understanding from the macro‐, 
continuity, and development perspectives in the process of economic and social 
development. Audit institutions of various countries adopt a similar approach 
to their work; however, due to differences in historical development, cultural 
traditions, and political systems, the focal point of the “immune system” func-
tion has a different emphasis in terms of its role and fields. For example, the U.S. 
GAO3 focuses on public policy formulation and implementation and offering 
suggestions for improvement; the National Audit Office of China directly inves-
tigates and punishes violations of the laws and regulations, while, through 
uncovering and analyzing outstanding contradictions and major problems in 
the policy implementation process, offering targeted audit recommendations 
on reforming and improving macroeconomic policies.

The immune system function of government auditing can be studied in 
the following two aspects.

	 1.	 Government auditing, above all, is “the immune system” ensur-
ing the healthy operation of the national economy and society. 
As an important part of national politics, government auditing belongs 
to the supervisory control system of national governance. Unlike other 
supervision functions derived from the specific management functions, 
government audit supervision is independent, full‐time, and professional 
behavior conducted by specialized agencies and professionals, and is thus 
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an endogenous “immune system” of the national governance system, with 
prevention, exposure, and resistance functions safeguarding national 
economic and social health. As the endogenous “immune system” of the 
national political system, government auditing emerges, develops, and 
improves with the emergence and development of the country. The reason 
why the government audit function is compared to the bodily “immune 
system” is that the two functions share great similarities.

When studying the immune system function the government audit 
system has in ensuring healthy operation of the national social economy, 
health is an important concept. Initially, “health” was a physiological 
concept. In 1948, the World Health Organization (WHO) issued its World 
Health Organization Charter, stating, “Health is a state of good psycho-
logical and social adaptation, rather than just the absence of disease and 
weakness.” In 1989, the WHO refined the concept, saying health included 
physical health, mental health, good social adaptation, and moral health. 
With growing understanding, people began to use the concept of health 
to describe the status of natural, economic, and social operations. The 
concept of health permeates many disciplines, from medicine to ecology, 
geography, sociology, economics, and so forth. The research field expanded 
correspondingly, especially regarding organizational systems. The concept 
of health is used to describe the good operating condition4 of a complex 
system. “Health” of the national economic and social systems means their 
good operation. Due to different national political and economic systems, 
history, and culture, the pursuit of “health” in regard to national economic 
and social systems may differ. The view raised here of the government audit 
“immune system” function is based on the pursuit of ensuring the “health” 
of China’s current economic and social system.

The government audit “immune system” recognizes an audit function 
elevated from the perspective of maintaining economic and social health and 
safety and based on the internal links of national governance and economic 
and social operation with audit development, thus achieving integrated 
innovation on a multidisciplinary ideological and theoretical basis. The gov-
ernment audit “immune system” has the following characteristics: (1) As the 
“immune system” of the national political system, it primarily maintains 
the accountability relationship between the country’s political systems and 
ensures such a system is implemented. In this regard, government auditing is 
distinct from internal auditing and independent auditing. Internal auditing 
mainly involves promoting the performance of the internal accountability 
relationship within enterprises and administrative institutions; independent 
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auditing primarily facilitates implementation of the accountability relation-
ship between enterprises and their stakeholders. (2) Government auditing 
emerged with the emergence of a state and developed with the development 
of a state. (3) Government auditing was created by the political system and 
changes with the latter’s development. Government auditing under the feu-
dal autocratic regime focused on the subjects’ accountability to the ruler, and 
maintained the rule of the feudal monarchy and the country’s governance. 
Modern government auditing under the democratic political system focuses 
on the government’s accountability to the public, aiming to promote good 
governance. The world’s political system has many variations. Government 
audit systems also have their own unique characteristics. For example, com-
pared with the federal audit system, the central audit office that the unitary 
state sets up to strengthen central control is responsible for not only the 
central behavioral level but also local‐level governments.

Audit “immune system” theory is the dialectical cognition of audit 
function from the perspective of movement, contact, and development, 
inheriting and developing the economic supervision theory, accountabil-
ity theory, and the principles of democracy and rule of law. For example, 
compared with the economic supervision theory, the “immune system” 
theory is an advance, as it clearly stresses that the audit should play the role 
of prevention, exposure, and resistance, implying the control is practiced 
at an earlier stage. Compared with the accountability theory, “immune 
system” theory expands the role and scope of the government audit to the 
operation and development of the economy and society, as well as national 
security and other fields, and enlarges the audit horizons to the higher level 
of national governance, thus involving a wider field of vision.

	 2.	 The government audit involves preventability. As a kind of system 
arrangement, government auditing has an endogenous deterrent role, 
which must be strengthened to inhibit a variety of “diseases” affecting 
the healthy operation of the economy and society. Government auditing, 
performing its supervisory responsibilities in accordance with the law, has 
the advantages of independence, objectivity, impartiality, and innovation, 
covering all aspects of economy and society, so it can detect problems in a 
timely manner by being able to detect problematic tendencies.

Government auditing must give full play to its exposing function. 
Checking for errors and correcting disadvantageous aspects are the basic 
requirement for audit supervision. Audit institutions must investigate and 
deal with violations of laws and regulations, economic crimes, loss and 
wastage, extravagance, damage to resources and environmental pollution 



 III. Connotation of Audit “Immune System” Function  ◾ 47

that harm the interests of the people, endanger national security, destroy 
democracy and the rule of law, and so on. They must identify institutional 
barriers, defi ciencies, distortions in the mechanism, and regulatory loop-
holes to safeguard economic and social health and safe operation. 

 Government auditing must give full play to its resistance function. Audit-
ing should not only expose problems but also deeply analyze, reveal, and 
refl ect their root causes from the micro‐ and macroperspectives, from the 
individual to the general, from the local to the global, from individual signs 
to overall trends, in order to promote institutional reforms, improve the rule 
of law, enhance the system, standardize mechanisms, strengthen manage-
ment, prevent risks, improve the quality and performance of economic and 
social operations, and enhance their “immunity” so as to promote compre-
hensive, coordinated, and sustainable economic and social development. 
Therefore, we must comply with the development trends of the times, adapt 
to the needs of economic and social development, grasp the basic character-
istics of auditing, follow the internal law of auditing, base all work on open-
ness, initiative, service, and understanding of the overall situation, insist on 
criticism, supervision, microscopic investigation and disclosure, adaptabil-
ity, and independence, unswervingly reveal and deal with major violations 
of laws and regulations and economic crimes, thoroughly reveal systemic 
problems, and resolutely propose regulations for standardized management 
and improving the system and regulations to effectively assume the histori-
cal “immunity” responsibility of the government audit.      

 III. CONNOTATION OF AUDIT “IMMUNE 
SYSTEM” FUNCTION 

 As mentioned earlier, government auditing is an important part of national gover-
nance, acting as an “immune system,” with the functions of prevention, exposure, 
and resistance. Deep understanding of the connotation of the government audit 
“immune system” function is the premise and guarantee of good audit work.  

 (1) Prevention Function 

 The basic meaning of prevention in Chinese is “in advance preparedness.”  5   The 
prevention function of government auditing means that, through its deterrence 
role and the advantages of independence, objectivity, impartiality, innovativeness, 
and the coverage of all aspects of the economy and society, government auditing 
can prevent risks in economic and social healthy operations and can strengthen 
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the governance system’s “immunity.” The term “deterrent” stems from the fact 
that government auditing based on the Constitution and laws can serve as a 
regular monitoring system. Both the audit institutions and auditees are aware of 
the possible consequences of audit activities that become “common knowledge.” 
Auditees know that the audit institution will check their economic and social 
activities. The audit institution also knows that the auditees may have problems 
in economic and social activities and seek to hide them. Game Theory points 
out that, on the basis of common knowledge, in order to maximize their profits 
(or utility), the strategies adopted by each player must be the best reaction to the 
expected strategies of other players. No one will be interested in deliberately vio-
lating this game equilibrium (also known as the Nash equilibrium), and rashly 
deviate from this “consistent” prediction leading to losses.6 Thus, audit supervi-
sion is a deterrent for the auditee, and can play a role in prevention and early 
warning in case of violations. Meanwhile, by following up in a timely way and 
paying close attention to the safe operation of the whole economy and society, 
government audit institutions can detect trends and tendencies so as to perceive 
risks in advance, and play an active role in preventing illegal ideas turning into 
illegal activities and localized problems from becoming global ones.

Over the years, China’s audit institutions have focused on disclosing and 
analyzing weaknesses and potential risks in the economic and social operation 
to safeguard national economic security. Through public finance auditing, they 
pointed out that with the scale of government debt growing, and that the poten-
tial financial risk is building up. In financial system auditing, they detected that 
the capacity of the financial risk supervision is insufficient and recommended 
that more attention be paid to systemic risks. Through the audit of state‐owned 
enterprises and overseas government institutions, they found that loss of state 
assets has become serious and that the awareness of protecting state‐owned 
rights and interests in international cooperation needs to be further enhanced. 
Through the audit of resources and environment, they highlighted that pro-
tection of land and mineral resources needs to be further strengthened, and 
that rapid economic and social development is increasing the pressure on the 
environment. Through the audit of key livelihood projects and funds, such as 
subsidies to grain growing farmers, government investment in affordable hous-
ing, and rural drinking water security, they identified the social security sys-
tem needs further improvement, and reported that violations of public interests 
occurred now and then. For some major investment projects and key special 
funds they conducted auditing on a real‐time basis, covering the entire process 
of projects. Thus they were able to disclose problems and potential risks in a 
timely way and ensured that these projects were conducted smoothly.
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    CASE 2.1: WHOLE‐PROCESS, REAL‐TIME 
AUDITING OF THE CONSTRUCTION OF 
VENUES FOR THE BEIJING OLYMPIC 
GAMES  

 From September 2005 to March 2009, the National Audit Offi ce of the 
People’s Republic of China (CNAO) organized a real‐time audit of the 

fi nancial revenues and expenditures of the Beijing Organizing Committee 
for the 29th Olympic Games, as well as of venue construction. To achieve 
the main objective of “serving and safeguarding the Olympic Games” 
and ensuring the central government policy of “holding the Olympic 
Games in an honest and thrifty way” be fully implemented, the audit was 
organized based on progress of projects and the following agreed audit 
priorities, stages, and levels. Under the principle of prevention fi rst, the 
audit covered areas of construction period, quality, safety, investment 
control, and fund use. Auditors gave timely recommendations for correc-
tions of problems, followed up to ensure the problems were rectifi ed by 
the auditees, and urged project management departments and construc-
tion units to perform their duties and strengthen management so as to 
complete quality venue construction on time. Over a four‐year period, the 
CNAO cumulatively conducted spot checks of more than 30,000 quality 
control documents involving the acceptance of completed work, materials 
receipt checks, and on‐site supervision. The audit uncovered more than 
350 tendering and bidding problems of various kinds, issued more than 
240 individual audit reports, and offered nearly 800 recommendations.  7   

    CASE 2.2: WHOLE‐PROCESS, REAL‐TIME 
AUDITING OF FUNDS AND SUPPLIES 
FOR RELIEF AFTER THE WENCHUAN 
EARTHQUAKE  

 From May 14th to late November 2008, the CNAO organized audit 
institutions of all levels nationwide to conduct a whole‐process, real‐

time audit of funds and supplies for relief work regarding the Wenchuan 
Earthquake, covering a total of 18 central departments and units, 1,289 
provincial departments and agencies of 31 provinces (autonomous 
regions and municipalities), the Xinjiang Production and Construction 

(continued)
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 (2) The Exposure Function 

 The exposure function of government auditing refers to the effect and capac-
ity through certain ways and means for the government audit institutions to 
reveal the real situation of audited objects and issues and disclose existing prob-
lems. “Auditing is a systematic process of objectively collecting and evaluating 
evidence of economic activities and matters to determine the extent of consis-
tency with established standards, and passing the results to the stakeholders.”  9

Through supervising and inspecting the implementation of governance policies 
and measures, government audit institutions can objectively refl ect the real 
situation and reveal problems, and promote better governance. By law, the 
primary responsibility of auditing is to supervise national governance activi-
ties. Auditing must uncover errors, remedy disadvantages, and correct deviated 
rules, order, and decision. Therefore, the important function of auditing is to 
reveal and punish violations of laws and rules, economic crimes, loss and waste, 

Corps, 5,384 prefecture‐level departments and units, and 24,618 county‐
level departments and units. The auditors extended their audit scope and 
travelled to 3,845 towns and 9,526 villages in the Sichuan, Gansu, Shaanxi, 
Chongqing, and Yunnan provinces (municipalities), and investigated 
76,709 affected households. A total of four audit reports were issued in 
the process of auditing. 

 Audit institutions at all levels, according to the requirements of timely 
correction and adoption of standardized practice with regard to uncov-
ered problems, offered recommendations and supervised and urged 
rectifi cation activities. They offered more than 3,640 recommendations 
on strictly implementing national disaster relief policies, strengthen-
ing the receipt, distribution, and use of relief funds and supplies, and 
preventing loss and waste. All levels of governments, departments, and 
units attached great importance to the audit, with 2,940 recommenda-
tions adopted and 570 new rules and system operations made, ensuring 
the scientifi c, rational, and effective use of relief funds and supplies. For 
example, to solve the problem of overstocking relief materials in six seri-
ously affected cities and prefectures, the Sichuan Provincial Earthquake 
Relief Headquarters formulated a document,  Opinions on Disposal of 
Remaining Relief Drugs and Medical Devices.  Following audit recommen-
dations, Hanyuan County corrected the unreasonable policy practiced 
in some towns of requiring earthquake‐affected residents to demolish 
the houses that were considered unsafe before they could be provided 
temporary relief funds and materials.  8   

(continued)
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extravagance, irrational use of resources, environmental pollution, and acts 
damaging the interests of the people, endangering national security, and sabo-
taging democracy and the rule of law. Meanwhile, by revealing the systemic 
barriers, institutional deficiencies, distortions in mechanisms, and regulatory 
loopholes, the audit institutions can eliminate all kinds of improper interfer-
ence in economic and social operations, and promote good implementation 
of national governance policies and measures for the achievement of healthy 
operation of the economy and society.

From the perspective of political science, auditing in the first place is an 
institutional arrangement at the national governance level. “In the beginning, 
government only cared about accounting for revenues and expenditures and 
collecting taxes. To this end, the government adopted control means including 
audit, to reduce errors and malpractices caused by the incompetence or fraudu-
lent behavior of officials.”10 Ancient auditing focused on subjects’ responsibility 
to the ruler, such as the tax audit in the Zhou dynasty, monarch’s “grants” dur-
ing the Western Han Dynasty, strengthening of auditing in the Song Dynasty, 
review of regulatory and accounting reports during the Yuan Dynasty, and 
the accounting examination in the Qing Dynasty; modern auditing focuses on 
government management performance and the government’s responsibility to 
the public to promote democratic rule of law. Both ancient and modern audit-
ing, by performing the exposure function of auditing, provide audit results to 
a particular object in order to achieve the audit objectives and play the audit 
role. The exposure function is one of the basic functions of auditing. Along 
with the continuous development of the government audit, its importance has 
become increasingly prominent. Of course, affected by the degree of economic 
and social development as well as changes in the external audit environment, 
the way, focus, and degree of performing the exposure function will differ in 
regard to time, area, or aspect.

Over the past 30 years or so, Chinese audit institutions gave full play to the 
exposure function of auditing and achieved good results. First of all, through 
revealing and dealing with all kinds of problems, they directly contributed to 
the increase in state financial revenue and decrease of expenditures, handed 
over evidence of economic crime to the judiciary and the discipline inspec-
tion and supervision departments, recovered substantial economic losses for 
the country, and also promoted further development of anticorruption work. 
Second, by revealing all kinds of deep‐seated problems in the implementation 
process of government budgets, audit institutions promoted the reform of the 
financial management, transfer payments, and departmental budgeting sys-
tems, centralized treasury payments, and “separation between revenue and 
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expenditure,” and ensured stricter management of land and social security 
funds. Third, through auditing and audit investigation into special funds for 
“Three Rural Issues,” education, health, social security, poverty relief, and 
environmental protection, they supervised the implementation of Party and 
state policies and measures to vigorously achieve national macrocontrol pol-
icy goals, and effectively protected the interests of the people. Fourth, through 
supervising and inspecting the truthfulness of accounting information and 
the conditions of state‐owned assets, they dealt with fraud, illegal operations, 
asset management chaos, and other acts, to deepen reform and promote scien-
tifi c development. Fifth, through revelation and supervision over the exercise 
of power, they audited for holding the leading offi cials to account, provided 
an important basis for monitoring and assessing government offi cials’ perfor-
mance, encouraged government departments and staff to exercise power in 
accordance with the law and perform their duties effectively, and also contrib-
uted to the establishment of accountability mechanisms.         

    TERMINOLOGY  

 Three Rural Issues” involve rural areas, agriculture, and farmers. The 
purpose of researching “Three Rural Issues” is to increase farmers’ 

income, agricultural growth, and rural stability. As a large agricultural 
country, China’s three rural issues are related to quality of the nation, eco-
nomic development, social stability, national prosperity, and revival. ◾ 

“

    CASE 2.3: SPECIAL FUND AUDITING  

 From May to September 2012, the National Audit Offi ce audited the 
special funds allocated by the central government and ten provinces 

(autonomous regions), including Shanxi, Inner Mongolia, and Liaoning in 
years 2010 and 2011, for the purpose of energy conservation and emis-
sion reduction, as well as 1,139 related projects. Audit results show that 
44 projects (accounting for 3.86 percent of those audited) of 42 units 
(enterprises) did not achieve the expected effect with a total amount of 
1.587 billion yuan of the special funds, accounting for 6.8 percent of the 
total funds audited. Meanwhile, 35 sectors and project implementation 
units used special funds totaling 270 million yuan in violation of the rules, 
accounting for 1.16 percent of total funds audited. Some special funds for 
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 (3) The Resistance Function 

 The basic meaning of resistance is “withstanding,”  13   “defense,”  14   and so on. 
The resistance function of auditing means that, by improving and standard-
izing the system, government audit institutions can resist and inhibit various 
“diseases” in the economic and social operation and guard against all kinds 
of risks, thereby contributing to improved national governance performance. 
Relevant information on economic and social operations is the basis of formu-
lating macroeconomic policies and evaluating the effect of macroeconomic 
policy. With its independent status, government audits function to condition-
ally and completely collect and provide relevant information, including that of 
microeconomic agencies and the industry and fi elds, to provide real, objective, 
comprehensive, and reliable data for corresponding decision‐making and man-
agement departments. In the course of obtaining information, an audit institu-
tion not only identifi es the situation and reveals problems, but also analyzes, 

energy conservation and emission reduction were not allocated accord-
ing to budget requirements, and construction of some projects failed to 
meet the schedule for completion. Eight criminal cases were discovered, 
and transferred to relevant departments for further action.  11   

 From November 2012 to March 2013, the National Audit Offi ce 
audited the funds allocated by the central government and transferred 
to 18 provinces (municipalities), including Tianjin, Hebei, and Liaoning, 
from 2011 to 2012, for comprehensive utilization of renewable energy 
and resources, and energy conservation and environmental protection 
respectively. A total of 5,044 projects were audited, involving funds of 
62.109 billion yuan, respectively accounting for 60.57 percent and 75.85 
percent of the total. The audit discovered that 348 project units had 
misappropriated and made a fraudulent application and claim for a 
total of 1.617 billion yuan, accounting for 2.6 percent of funds involved; 
102 project units fabricated false declaration materials, and defrauded 
the state out of 556 million yuan; and 29 project units misappropriated 
226 million yuan for the purpose of production, operation, and business 
spending. Due to loose review by competent departments, and lack of 
due diligence by third‐party review agencies, 217 project units obtained 
835 million yuan in violation of rules by “exaggerating the actual scale 
and budget,” and repeated declaration. Relevant local departments and 
project units returned 205 million yuan to the former funding channels, 
and the state was able to recover another 214 million yuan involved in 
fraud. The NAO transferred 29 cases involving 41 people to the judicial 
authorities.  12   
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reveals, and refl ects the causes of these problems from both the micro‐ and 
 macroperspectives, from the individual to the general, from the local to the 
global, from the individual signs to the overall trends, and from appearance 
to essence, in order to mobilize positive factors, prevent negative factors from 
invading the whole economic and social system, promote institutional reforms, 
improve the rule of law and the system, standardize mechanisms, strengthen 
management, and prevent risks, thereby improving the quality and perfor-
mance of economic and social operations, and promoting comprehensive, coor-
dinated, and sustainable economic and social development. 

 For years, Chinese audit institutions adhered to starting from the audit of 
fi scal and fi nancial revenue and expenditure, focusing on ensuring account-
ability and improving systems, comprehensively integrating the truthfulness 
and legitimacy auditing of the fi nancial revenues and expenditures with perfor-
mance auditing, combining problem detection with system improvement, pay-
ing more attention to decision‐making behavior of government departments 
and state‐owned enterprises, the economic, social, and ecological benefi ts of 
major investment projects and key fi nancial funds, and the institutional short-
comings and management loopholes of violations, and putting forward views of 
treating both symptoms and root causes. Over a period of 30 years, government 
audit institutions at all levels submitted more than 2.3 million audit reports 
of various types, and provided a solid and reliable information and decision‐
making basis for Party committees and governments at all levels and relevant 
departments to improve their management and systems.       

    CASE 2.4: AUDITING OF 
IMPLEMENTATION OF CENTRAL 
MACROCONTROL POLICIES  

 To address the 2008 international fi nancial crisis, the Central Govern-
ment proposed macroeconomic policies for maintaining economic 

growth, restructuring, reforming, and focusing on people’s livelihood, and 
comprehensively implemented a package plan to promote steady and 
rapid economic development. From 2008 to 2009, under the organization 
of the CPC Central Committee and the State Council, audit institutions 
nationwide gave top priority to promoting steady and rapid economic 
development, and strengthened audit supervision of the implementation 
of various policies and measures. In the second half of 2008, NAO rapidly 
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 IV. RELATIONSHIP AMONG THE THREE MAJOR 
FUNCTIONS OF THE AUDIT IMMUNE SYSTEM 

 Prevention, exposure, and resistance are the three ways in which government 
auditing performs its “immune system” function. They are interconnected and 
constitute an organic whole in the practice of audit work. Specifi cally, there are 
three types of relationships involved: 

organized an audit and survey on the impact of the crisis on Chinese busi-
nesses, especially SMEs, commercial banks, fi nancial derivative product 
business, overseas investment risk, and energy security. The purpose of 
the audit was to provide the government with decision reference. In 2009, 
all audit institutions focused on checking implementation of central poli-
cies and measures, organized auditing or real‐time audits of 10 important 
fund projects and fi ve major investment projects, and promoted the 
launch and implementation of various investment projects. According to 
the audit fi ndings, NAO proposed to further speed up the implementa-
tion of central macrocontrol policies. Regarding local support funds, it 
was suggested that local governments at all levels should take further 
measures, make clear areas for support and responsibilities for the added 
investment funds, and accelerate fund allocation. NAO suggested the 
National Development and Reform Commission, Ministry of Finance, 
and other departments strengthen their tracking of the added invest-
ment projects, urge local governments and related sectors of all levels 
to strictly implement macrocontrol policies for energy conservation and 
emission reduction, conduct project selection and early preparation well, 
prevent low‐level redundant construction and blind expansion, and con-
stantly improve the economic and social benefi ts of investment. 

 After the exposure of related problems, relevant departments and local 
government organizations at all levels organized system rectifi cation and 
ensured the implementation of central macrocontrol policies. For example, 
the National Development and Reform Commission issued an Emergency 
Notice on Further Solving the Related Issues concerning Local Support-
ing Investment for Added Central Investment Projects. Various places took 
measures to accelerate fund allocation and early preparation and promote 
the organization of physical work as soon as possible. The Ministry of Water 
Resources issued an Emergency Notice on Correcting Audit and Survey 
Problems about Reinforcement of Unsafe Dilapidated Reservoirs, and 
Emergency Notice on Strengthening Quality and Security Management of 
Projects of Reinforcing Unsafe Dilapidated Reservoirs under Construction, 
requiring all places to carry out rectifi cation work within a specifi ed period.  15   
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	 1.	 The parallel relationship. Exposure, resistance, and prevention are 
three methods through which the audit performs its “immune system” 
function, and jointly safeguards the healthy operation of the economy and 
society. Exposure and resistance are the means to correct existing prob-
lems, while prevention is in advance preparation to prevent them from 
occurring. The three are complementary and indispensable, and have 
equal importance. Just as firefighting is no substitute for fire prevention, 
and treatment is no substitute for disease prevention, without revelation 
there can be no resistance and prevention; without resistance, exposure 
and prevention will come to nothing; and without prevention, exposure 
and resistance will cause exhaustion in the audit process. It is not correct 
to separate the three or stress one more than the other.

	 2.	 The complementary relationship. Exposure, resistance, and prevention 
are closely linked and mutually serve as the condition and the purpose, and 
together meet the requirements of guaranteeing healthy operation of the 
national economy and society. Among them, exposure is the foundation. 
Without exposure, there will be no effective capability to resist and prevent; 
resistance is the key. Without resistance, the exposed problem cannot be 
effectively corrected and loopholes effectively closed. Exposure without 
resistance only makes the situation worse, for it cannot form a deterrent 
so that prevention is impossible; prevention, therefore, is the ultimate goal. 
A healthy society should not be full of problems. Healthy operation of the 
economy and society ensures fewer or even no problems, and this requires 
prevention in advance. The depth and breadth of prevention to some extent 
determine the health of the economic and social operations. Effective pre-
vention itself contains strict requirements for exposure and resistance. The 
results of strict exposure and resistance are beneficial to effective preven-
tion. Meanwhile, resistance and prevention cannot be independently com-
pleted by audit institutions, and often need coordination and cooperation 
with other relevant departments and units.

	 3.	 The relationship between symptoms and root causes. Performing 
exposure and resistance functions means merely alleviating the symp-
toms. Performing the preventive function is to address the root causes. 
Strengthening exposure and resistance not only can effectively curb 
behavior harmful to economic and social health, but also can have a 
deterrent effect by establishing good social morality. Strengthening pre-
vention not only is beneficial to the healthy operation of the economy and 
society, consolidating the outcome of exposure and resistance, but also 
helps to reduce their operating costs as well as various economic and social 
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operational losses. Only through strict exposure and resistance as well as 
effectively curbing the behavior affecting economic and social health can 
the essential preconditions be created for prevention. Only by doing a good 
job of prevention and continuing from the source to eradicate problems can 
one fundamentally prevent and solve the problem affecting the economic 
and social healthy operation.

In the actual audit work, we must ensure exposure practices, focus on 
resistance, and aim at prevention. Protecting the healthy operation of the 
economy and society means we must strictly disclose the behavior hindering 
healthy operation and deeply analyze the causes; limitations in the powers of 
audit institutions, as well as the complexity of overcoming hindrances to eco-
nomic and social operational health, determine that the correction and resis-
tance aspects need to rely on forces outside the audit institutions. Resistance 
often becomes the focus in performing the immune system function.

▪▪ Highlighting the intervention at an early stage feature of preven-
tion. Compliance auditing emphasizes exposure and resistance, focusing 
on postsupervision. Time lags and indirectness weaken the audit deter-
rent. Performance auditing requires bringing into play the prevention 
function, so it must highlight concurrent auditing and pre‐auditing to 
better enhance the timeliness of the work. Highlighting intervention at an 
early stage by concurrent auditing and pre‐auditing is reflected in terms of 
both organization and implementation of an audit and the role of auditing. 
Major projects or policies should be subject to real‐time auditing to ensure 
the problem doesn’t continue to fester uncured.

▪▪ Highlighting the accuracy feature of exposure function. The audit 
“immune system” function requires both sensitivity and judgment. In 
complicated circumstances, it is necessary to distinguish the priorities and 
accurately uncover problems with fundamental impact and significant 
long‐term hazards. The actual situation will differ with the place, time, and 
nature of the project. In this regard, audit institutions and audit staff must 
analyze specific problems and make an accurate judgment. At present, 
China is in a triple superposition stage of “growth speed change, structural 
adjustment pains, and prestimulus digestion,” and various deep contradic-
tions and problems have appeared. Audit institutions should consider the 
new requirements for reform and development, correctly grasp the new 
situation and new problems concerning reform and development, truly 
disclose, analyze, and reflect emerging problems, objectively and prudently 
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conduct audit processing, and offer suggestions, to better promote smooth 
and healthy economic development. They should insist on auditing accord-
ing to law, and severely investigate and punish serious violations of laws 
and regulations, abuse of power, and corruption; at the same time, they 
should insist on seeking truth from facts, instead of investigating and treat-
ing old problems according to the current rules and systems, or measuring 
current innovation matters according to outdated ideas. Any innovative 
initiative that breaks through the original systems or regulations, but is 
conducive to scientific development, deepened reform, and implementation 
of central policies and measures, should be supported, standardized, and 
improved, to eliminate institutional obstacles to economic development. 
The faults of reform and development cannot be corrected simply according 
to existing standards and regulations, but should be carefully studied and 
analyzed, be viewed historically, dialectically, and objectively, and treated 
prudently.

▪▪ Highlighting the thoroughness of resistance. First, the cause shall be 
analyzed thoroughly. While correcting violations in regard to the auditee’s 
financial revenues and expenditures, audit institutions should deeply ana-
lyze management methods, the decision‐making mechanism, system con-
struction, and so on in order to solve the problem at the source. Thus it can 
treat both symptoms and root causes, prevent recurrence of disciplinary 
violations, and effectively bring the role of resistance into play. Secondly, 
audit recommendations must be thorough. Whether the recommenda-
tions are comprehensive, thorough, objective, complete, macro, targeted, 
and operable is an important aspect of determining the resistance role of 
auditing. For the auditees, good audit recommendations should help cor-
rect a problem, improve internal controls and systems, standardize man-
agement, promote scientific decision making, and protect the safety and 
effective use of state‐owned funds. For governments at all levels, auditing 
should focus on economic and social development objectives and a macro-
economic regulation and control policy orientation, and help to establish 
and improve institutional mechanisms, laws, and regulations. Thirdly, the 
rectification has to be thorough. The direct purpose of auditing is to rec-
tify and resolve existing problems, so as to convert the audit results into 
execution and productivity as well as a driving force for administration 
according to law. Therefore, it is necessary to establish and improve the 
audit rectification system, improve the accountability mechanisms, and 
further strengthen follow‐up examination of audit results; establish com-
munication and coordination mechanisms with government departments 
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and relevant organizations, strengthen collaboration, and effectively pro-
mote rectifi cation work; and actively and steadily push forward the audit 
announcement system, gradually standardize the announcement forms, 
contents, and procedures to effectively infl uence public opinion, social 
supervision, and better promotion of rectifi cation work.     

 V. SPECIFIC EMBODIMENT OF THE GOVERNMENT 
AUDIT FUNCTION 

 Achieving good national governance is an objective need for national devel-
opment. Whatever the state system and political system, government audit-
ing is an important part of the basic political system. Through performing the 
“immune system” functions of prevention, revelation, and resistance, it can 
promote continuous improvement of the national governance system, and the 
sustainable and healthy development of the economy and society embodied in 
the following seven aspects. 

   1.   Government Auditing Is an Important Measure to Supervise and 
Restrict the Exercise of Power.  Power allocation and constraints are 
the basic elements of modern national political system design, and also an 
important principle in establishing a national political system. To achieve 
effective control, management, and services of public affairs, a country 
should impose ways of restriction to prevent abuse of power. When power 
is not effectively controlled and restricted, a country won’t have the value 
standard, moral system, and legal basis that are required. As a national 
power specifi ed in the form of the constitution or laws, through the imple-
mentation of statutory supervision, revelation, and evaluation functions, 
government auditing restrains the power of government agencies and 
offi cials within the range authorized by the people, and publicly discloses 
the extent and level of fi duciary duties to be fulfi lled by government agen-
cies and offi cials for supervision by the people, creating a system whereby 
powers match responsibilities. Audit offi ces of all countries play a posi-
tive role in promoting effective government accountability. For example, 
when releasing the government auditing standards in June 2003, the U.S. 
General Accounting Offi ce (GAO) stated that the concept of responsibility 
for the use of public resources was the key to the national management 
program, and the most basic element of a healthy democracy. In 2004, its 



60	 ◾  Audit Function

main function was defined as investigating the accountability of the fed-
eral government, and it was renamed as the “Government Accountability 
Office,” to emphasize government audit functions in improving national 
governance. Britain, in 1866, specified that all government payments had 
to be reviewed by the auditor general on behalf of Parliament and inde-
pendent of the government. The monarch appoints the auditor general, 
who can be dismissed only after getting the unanimous consent of both 
Houses of Parliament. To improve the efficiency of accountability, disposal, 
and punishment, France stipulates that the president of the Audit Court 
concurrently serves as president of the Court of Finance, Budget, and Disci-
pline, to fundamentally ensure the effectiveness of audit accountability and 
rectification. Chinese audit offices have conducted more beneficial explo-
rations and trials in realizing effective accountability and promoting the 
balance of rights and liabilities. For example, the economic responsibility 
auditing system16 has become the important way for ensuring that the 
leading cadres abide by laws and discipline and conduct due diligence, as 
well as a means of strengthening supervision and restriction of the exercise 
of power, and also an important reference for assessing, appointing, dis-
missing, investigating the responsibilities of, supervising, and managing 
cadres.

	 2.	 Government Auditing Is an Important Way to Promote Democracy 
and the Rule of Law. Democracy and the rule of law are the optimized 
selection of national governance in a political system, and are an impor-
tant sign of political civilization construction. The rule of law is the social 
management mechanism, social activity pattern, and social order status 
taking democracy as the basic premise, strict compliance with the law 
as the core, and power constraints as the key. Democracy can be traced 
back to ancient Greece, and literally means “the people’s rule.” In mod-
ern constitutional theory, democracy means that the most basic rights in 
political affairs belong to the people. In the history of the development of 
democracy, embodiment of the democratic ideals in national governance 
cannot be separated from rule of law. This is a long‐standing concept. The 
Western rule of law stems from Solon Reform, already basically theorized 
in the era of Aristotle (384–322 BC). Its core is the national governance 
way featuring “rule of law.” Some scholars have pointed out that the rule 
of law ensures democracy is institutionalized and legalized, creates action-
able, stable operational and developmental space for democracy. Democ-
racy injects new content and motivation to the rule of law, so that the 
latter serves for the protection of human rights, freedom, and happiness. 
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Therefore, the ultimate goals of democracy and the rule of law are the 
same, becoming the optimized choice of national governance in the politi-
cal system, gradually harmonized through long‐term practice.

The largest impact of rule of law on the modern government audit lies in 
providing the legal basis for audit offices and audit work, safeguarding the 
independence of government auditing, and providing specific audit stan-
dards. The establishment setting, functions, objectives, tasks, and proce-
dures of modern government audit bodies are often stipulated by laws. 
In particular, the institutional setting is often stipulated constitutionally. 
For example, the Constitution of Japan stipulates that national revenues 
and expenditures and final settlement have to be reviewed by the Board 
of Audit each year, and the Cabinet then submits a final settlement and 
review report to parliament in the following year. The Italian constitution 
stipulates that the Court of Audit has to conduct antecedent supervision 
over the legality of various government decrees, and conduct ex post super-
vision over the legality of the implementation of state budgets.17 Article 91 
and Article 109 of the Constitution of the People’s Republic of China also 
stipulate the establishment of the central and local audit offices. All coun-
tries pay attention to bringing into play the important role of government 
auditing in promoting the rule of law and the administration by law. For 
example, the U.S. GAO evaluates whether the formulation of any regula-
tions complies with statutory procedures in advance. In recent years, the 
EU Court of Auditors focused on auditing implementation regulations con-
cerning foods, and found many problems, including organic agricultural 
products’ failure to meet EU standards, and weak security supervision of 
organic agricultural products.18 In recent years, China’s audit offices firmly 
investigated and dealt with the problems of failure to abide by the law, loose 
law enforcement, and failure to punish law‐breakers, made suggestions on 
formulating and amending laws and regulations, promoted the formula-
tion of the Law on the State‐Owned Assets of Enterprises and the Regula-
tion on the Implementation of the Tendering and Bidding Law, participated 
in the coordination of more than 700 laws and regulations, and vigorously 
promoted the construction of democracy and the rule of law.

In modern society, governments are entrusted by the people to gov-
ern the country. Modern government auditing meets the requirements 
of democratic politics, continues to expand the field of auditing with the 
deepening of government responsibility, deepens the supervision content, 
gradually extends audit content from the real legality of fiscal and financial 
revenue and expenditure to the overall economy, efficiency, and effect of 
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government activities and to the security, sustainability, and equity of the 
national governance, in order to meet people’s supervisory requirements 
in regard to government performing their functions, exercising their pow-
ers, and assuming responsibility, reveal any acts that seriously damage the 
dignity of law and order, and ensure due punishment. Meanwhile, through 
audit results announcements and information disclosures, the transpar-
ency of governance is enhanced. China’s audit offices make public all audit 
findings except state secrets and business secrets, organize the media to 
track and report major audit projects, disclose the audit process and prog-
ress in a timely fashion, and provide important channels for the public to 
understand government departments’ performance of duty and oversee 
their fiscal revenue and expenditure activities.

	 3.	 Government Auditing Is an Important Guarantee for Policy Imple-
mentation. With the rapid development of a new public management 
movement in the world, various countries have conducted many useful 
explorations and trials in improving public governance, and audit offices 
have played their due role. In particular, many government audit offices 
conducted follow‐up and performance audits of policy implementation, 
and helped government departments to improve management, economy, 
efficiency, and effectiveness of using and managing public resources.

Practice has proved that auditing can improve national governance 
capability mainly according to the following three aspects: Firstly, audit-
ing can enhance budgetary constraints, and improve budget execution 
and management. The budget execution audit is the eternal and basic 
function of government auditing, which is extensively reflected in laws of 
different countries. In recent years, they have paid much attention to the 
role of auditing in improving budget execution capability. For example, 
the U.S. GAO, in view of the major internal control loopholes and false 
asset reporting of the federal government in the process of making con-
solidated financial statements, refused to express audit opinions for 17 
consecutive years. Since 1995, the audit offices of China have submitted 
audit reports on annual budget execution to local governments each year, 
and presented audit reports to national people’s congresses to strengthen 
normative budget execution and promote the rational allocation, nor-
malization, and efficient use of financial resources. Second, auditing is 
conducive to increasing revenues, reducing expenditures, and improving 
economic governance capability. For example, since 2008, Chinese audit 
offices have strengthened auditing of the true and legitimate benefits of 
financial revenue and expenditure, directly contributing more than 100 
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billion yuan from revenue increases, expenditure reductions, and recov-
ery (excluding more than 1 trillion yuan involved in major cases investi-
gated since 2008). According to the National Audit Offi ce, the auditing 
expenditure of each yuan can generate the audit results of more than 100 
yuan, and each auditor can annually audit the funds of more than 40 
million yuan.  19   The real time audit of the implementation of governance 
policies and measures facilitates policy implementation and improvement 
of the governance level. For example, the EU Court of Auditors paid close 
attention to the effectiveness of economic recovery and remedial measures 
after the European debt crisis, audited the implementation of related poli-
cies, and released audit reports on losses incurred by the Spanish banking 
industry. In recent years, audit offi ces of China have audited the implemen-
tation of the Central Eight Provisions and the “Three Provisions” of the 
State Council, conducted special auditing of the management and use of 
three public expenses and conference expenses, conducted special surveys 
on the governments’ reform promotion, and operating and expenditures 
of county‐level agencies, to ensure smooth reform.   

    TERMINOLOGY  

 The Central Eight Provisions refer to the eight provisions of the Political 
Bureau of the CPC Central Committee on improving the work style 

and maintaining close ties with the masses, which were adopted and 
released at the meeting of the Political Bureau of the CPC Central Com-
mittee on December 4, 2012. The provisions involve improving inves-
tigation and research, streamlining meetings, briefi ng documents and 
reports, normalizing visit activities, improving security work, improving 
news reports, making strict publications, and practicing thrift. The “Eight 
Provisions” refl ect the fundamental requirements for managing and run-
ning the Party strictly. 

 The “Three Provisions” of the State Council were proposed by Pre-
mier Li Keqiang when meeting with Chinese and foreign reporters after 
the First Session of the 12th National People’s Congress on March 17, 
2013. Concrete contents are as follows: during the term of offi ce, con-
struction will not be allowed of any new government building; there will 
be no increase in fi nancial support personnel; and public spending on 
receptions, going abroad, and purchasing vehicles cannot increase. The 
“Three Provisions” refl ect the concrete requirements for building frugal 
governments under the new situation. ◾ 
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	 4.	 Government Auditing Is a Powerful Tool to Strengthen the Anti-
corruption Struggle. Corruption involves the use of public power to pro-
mote personal interests; it means alienation of public power and is a serious 
threat to national governance. Promoting the anticorruption campaign 
is the role of government auditing as the “immune system” of national 
governance, and is determined by the endogenous nature of government 
auditing. It is independent of auditors’ will, and is not the special task of 
the government audit offices during a certain period, but an important 
duty that all government audit offices cannot avoid. There are many 
reasons, but primarily these are: most of the corruption and fraudulent 
activities ultimately relate to money. The audit work always focuses on the 
nation’s wealth, and can easily find the direct misappropriation or indirect 
encroachment of national wealth; secondly, government auditing is inde-
pendent, and has no conflict of interest with the audited unit and object, 
and can objectively reveal problems; and thirdly, government auditing is 
a regular monitoring system, covering all financial funds and government 
agencies, and can uncover clues to major cases in a timely and effective 
manner.

For a long time, National Audit Offices have been paying attention to 
major illegal problems uncovered during auditing and have become an 
important force in anticorruption work. They always regard investigating 
major violations of laws and regulations and promoting anticorruption 
work as an important duty, effectively highlighting the management, dis-
tribution, and use of financial funds as well as audit supervision over budget 
and final account in engineering construction, bidding and procurement, 
land transfer and displacement, exploitation and transfer of state‐owned 
resources and mineral resources, loan issuance of financial institutions, 
bill discounting and insurance claims, foreign investment of state‐owned 
enterprises, asset disposal and enforcement of the “Three Importance and 
One Greatness” system, and so on, establishing coordination mechanisms 
with the police, prosecutors, and supervisory and other relevant depart-
ments, and strengthening communication and coordination with these 
departments to deal with serious violations in a timely manner.

Supreme audit institutions around the world attach great importance 
to playing the role of auditor in fighting corruption. For example, the U.S. 
GAO launched a special audit of then Vice President Dick Cheney’s alleged 
fraud, and revealed the truth of the collusion between government offi-
cials and businesses in the United States; the European Court of Auditors 
and the UK Audit Commission conducted a thorough investigation into 
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members’ acts of fiddling expenses and claiming subsidies illegally, and so 
on. The French media paid great attention to presidential spending compli-
ance problems disclosed by the French Court of Audit. The South Korean 
Board of Audit and Inspection deeply probed fraud by senior officials.

	 5.	 Government Auditing Is an Important Guarantee for Safeguarding 
National Security. Safeguarding national security has always been the 
primary task of the national governance and the common responsibility 
of almost all sectors in the national governance system. As an important 
part of the national governance, government auditing, in fulfilling its 
supervisory responsibilities, has always paid close attention to national 
security, making a unique contribution. First, government auditing can 
provide timely, objective, and reliable information for national governance, 
so as to provide scientific decision‐making reference for the assessment of 
national strength and safeguarding national security. The audit of local 
government debt in 2011 and the comprehensive audit of national gov-
ernment debt in 2013 launched by the CNAO are good examples. Second, 
government auditing focuses on revealing and reflecting weaknesses and 
risks in economic and social operations related to national security. Third, 
government audit supervision, given its independent status, can truthfully 
reveal problems, offer audit suggestions and opinions, promote rectifica-
tion, continue to regulate and restrict the operation of powers, and main-
tain and improve the economic and social order in order to safeguard the 
national security.

Audit institutions all over the world have made many efforts in safe-
guarding national security. In 2010, the CNAO released the new auditing 
standards, and further clarified that safeguarding national security is the 
objective of the government audit. Article VI of the new standards clearly 
pointed out that “The main objective of the audit institution is, through 
overseeing the truthfulness, legitimacy and effect of audited unit’s finan-
cial revenue and expenditure as well as economic activity, to safeguard 
national economic security, promote democracy and the rule of law as 
well as clean government, and protect the healthy development of the 
national economy and society.” The interpretation of the new standards 
for the government audit objectives is from the Audit Law, and is more 
explicit. In recent years, national‐level audit institutions have always seen 
safeguarding national security as a major task of audit work, focusing on 
fiscal and financial operations, energy and strategic resources, national 
information, local government debt, internal governance and supervision 
of financial institutions, security of state‐owned assets and operational 
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risks of SMEs, resources and environmental protection, and so forth, ana-
lyzing and exposing weaknesses and potential risks in the economic and 
social operation in a timely manner, and providing reliable information for 
safeguarding national economic security. In 1990, the U.S. GAO began to 
release its list of high‐risk fields of government work. Especially in recent 
years, it focused on auditing the projects needing emergency concerns and 
transformation. For example, after the 9/11 terrorist attacks, the United 
States strengthened auditing the projects concerning land security, inter-
national affairs, and national defense. In the following 10 years, of more 
than 1,000 audit reports released, there were more than 500 national 
defense reports. After a disastrous hurricane in 2005, the GAO included 
national flood insurance programs in the high‐risk list in March of the 
following year.

	 6.	 Government Auditing Is an Important Force to Promote the Deep-
ening of Reform. Reform is the self‐improvement and development of 
national governance to keep pace with the times. By reforming and chang-
ing the aspects and links in the productive relationship no longer consid-
ered capable of adapting to productivity demands, it can gradually improve 
the mechanisms of economic and social scientific development, and achieve 
more efficient allocation and use of resources. The purpose of auditing is 
not only to reveal problems, but also, even more important, to correct 
errors, improve the system, and deepen reform. By improving the system 
in all aspects and managing affairs, personnel, and wealth within the sys-
tem, audit institutions can fundamentally ensure the safe use of state funds 
and effectively guard against many criminal acts seeking private gain 
through abuse of power, in order to achieve good national governance. 
Government auditing is characterized by strong independence, wide con-
tact areas, familiarity with policies and regulations, and ability to grasp 
detailed situations. It can analyze problems from a macro and global view-
point, and propose solutions from institutional and mechanism‐related 
aspects, so as to continue to promote reform in various fields. This is not 
only the responsibility legally placed on government auditing, but also an 
important way for it to play a role in national governance.

Audit institutions around the world always seek to play up the construc-
tive role of auditing in promoting reform. Going back in history we find 
that, in 1714, the Prussian Highest Accounting Office evolved from an 
organization providing simple document and account auditing to pro-
viding political advice; in 1761, the Accounting Office, the predecessor 
of the Austrian Court of Audit, was founded. In addition to uncovering 
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accounting errors and pointing out deficiencies, a major task was preven-
tion control—namely, expressing opinions on pending economic matters 
before the imperial court made a decision. In 1967, the U.S. Congress issued 
the first request to the GAO to assess the effect of a project; in 1969, the 
congressional government management committee held extensive discus-
sions on the potential ability of the GAO to become a source of congressio-
nal information, and concluded that “if the GAO concentrates on project 
impact evaluation, review on economic activity and providing new sug-
gestions, their work will be more meaningful and useful.”

In China, government auditing has played an active role in promoting 
the continuous development and improvement of the socialist system with 
Chinese characteristics. Centering on the establishment and improvement 
of the market economy system and starting from fiscal and financial rev-
enue and expenditure auditing, Chinese audit institutions at all levels focus 
on responsibility performance and accountability, integrate the conven-
tional audit and performance audit, strengthen supervision and inspection 
over the implementation of existing laws and regulations, carefully identify 
the problems and loopholes in policies, systems, and management, and 
propose solutions to problems at the system and mechanism level, effec-
tively protecting the smooth progress of reforms, and playing a positive 
role in establishing institutions and mechanisms conducive to scientific 
development.

	 7.	 Government Auditing Is an Effective Means to Safeguard People’s 
Livelihood. Whether livelihood problems can be properly addressed not 
only is a vital expression of national governance but also determines the 
political direction to a considerable extent, and is related to its basic sound-
ness and credibility. Since ancient times, China has mentioned “people’s 
livelihood” and “national plan” in the same breath.

In China, the policy of safeguarding the interests of the people is estab-
lished as the fundamental goal of government auditing, to promote har-
mony and sustainable development of the economy and society, which 
plays a constructive role in promoting the protection and improvement of 
people’s livelihood, building a resource‐saving and environment‐friendly 
society, and so on. Chinese audit institutions always attach importance to 
the supervision and inspection of implementation of policies and measures 
related to people’s livelihood and resource environment protection, prob-
lems involving people’s vital interests and fund management related to the 
“three rural problems” and support of urban low‐income people, as well 
as education, health, housing, and social security programs. They aim to 
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reveal and refl ect the poor implementation of policy and objectives, correct 
any problem threatening serious impact and damage to people’s interests, 
and play an important role in ensuring and improving people’s livelihood 
and promoting the harmony and sustainable development of the economy 
and society. In recent years in the United States, the GAO proposed four 
strategic audit objectives, including countermeasures to the challenges 
faced by the welfare of the American people and overall fi nancial security, 
and the challenges and threats of globalization, promoting the transforma-
tion of federal government functions, meeting twenty‐fi rst century chal-
lenges, and maximizing the value of GAO work. Three of GAO’s eight major 
audit concerns are directly related to people’s livelihood: the U.S. economy 
in times of change; population aging and diversifi cation; and quality of life. 
Canada’s Offi ce of the Auditor General takes serving the public interest as 
its primary value; the South Korean Board of Audit and Inspection stresses 
the establishment of a just and equitable society through auditing and 
monitoring. Thus, livelihood problems are of universal concern.      

 BIBLIOGRAPHY 

   Audit Research Institute .  Exploration and Thought on Audit Immune System Func-
tion .  Beijing :  China Economic Times Press ,  2009 .  

    Brown ,  Alfred Reginald Radcliffe  .  The Functional Concept of  the Social 
Sciences. Liu Dacheng, Trans .  Ethnic Renditions ,  1985  ( 5 ).  

    Gong ,  Feili  .  Medical Immunology  ( 2nd edition ).  Beijing :  Science Press ,  2007 .  

   Kurt Zanker .  The Body’s Immune System—the Body and Soul Elements . Translated 
by Jiang Lan.  Changsha :  Hunan Science and Technology Press ,  2001 .  

    Su ,  Guoxun  .  Neo‐functionalism: New Integration in the Contemporary Socio-
logical Theory .  Foreign Social Sciences ,  1990  ( 8 ).  

    Xigelite ,  Schmidt  .  Key to “Immune System” Health . Translated by Mao Jie.   Taibei: 
Taiwanese Lin Yu Cultural Enterprise ,  2002 .  

    Yang ,  Duogui  , and   Zhou   Zhitian  .  National Health Report .  Beijing :  Science Press , 
 2008 .  

    Yang ,  Shanhua  .  Contemporary Western Sociological Theory .  Beijing :  Peking Uni-
versity Press ,  1999 .  

    Yu ,  Guangjun  .  Evolution and Development of  Functionalist Theory .  Journal of  
Shangqiu Vocational and Technical College ,  2010  ( 3 ).    



 Notes ◾ 69

 NOTES 

       1.  Yang Duogui, Zhou Zhitian,  National Health Report , Beijing: Science Press, 
2008, p. 34. 

   2.  Gong Feili,  Medical Immunology , Beijing: Science Press, 2007, p. 3. 
   3.  In 1921, the United States introduced the national audit system and set up the 

U.S. Federal Audit Offi ce, which is a constitutional institution independent of 
the U.S. administration but performs the duties of supervision of government. 
In 2004, the U.S. Federal Audit Offi ce changed its name to the U.S. Federal Gov-
ernment Accountability Offi ce to emphasize that the duties of the state audit 
are to strengthen the government’s responsibility and improve the governance 
of the country. At present, China still refers to it as the U.S. Federal Audit Offi ce 
or U.S. Audit Offi ce. 

   4.  Yang Duogui and Zhou Zhitian,  National Health Report , Beijing: Science Press, 
2008, pp. 29–30. 

   5.   The Modern Chinese Dictionary , Yanbian: Yanbian People’s Publishing House, 
2002. 

   6.  Shi Xiquan,  Game Theory , Shanghai: Shanghai University of Finance and Eco-
nomics Press, 2000, pp. 31–34. 

   7.  8th China’s Audit Results Announcement in 2009: Follow‐up audit result 
of the Beijing Olympics’ fi nancial revenue and expenditure and the Olympic 
venue construction projects. 

   8.  China National Audit Offi ce on Wenchuan Earthquake Relief Funds and Mate-
rials Audit Bulletin (No. 4). 

   9.  Committee on Basic Auditing Concepts,  A Statement of Basic Auditing Concepts , 
Sarasota, FL: American Accounting Association, 1973, p. 2. 

   10.  Jerry D. Sullivan, Richard A. Gnospelius, Philip L. DeFliese, and Henry R. Jae-
nicke,  Montgomery’s Auditin g (10th edition). Beijing, China: Citic Press,1985. 

   11.  16th China Audit Results Announcement in 2013: Audit Result of 1,139 
Energy‐Saving and Energy Emission Reduction Projects. 

   12.  25th China Audit Results Announcement in 2013: Audit Result of 5,044 
Energy‐Saving, Recycling and Comprehensive Use Projects. 

   13.   Modern Chinese Dictionary , Beijing: Commercial Press, 1995. 
   14.   Modern Chinese Dictionary , Yanbian: Yanbian People’s Publishing House, 2002. 
   15.  3rd China Audit Results Announcement in 2009: Audit Situation of National 

Audit Offi ce on Implementation of Central Government Policy on Stable and 
Faster Development of the National Economy. 

   16.  In 1999 the CPC Central Committee and the General Affairs Offi ce of the State 
Council issued the Provisional Regulations concerning the Below‐the‐County‐
Level Party and Government Leading Cadres’ Economic Responsibility Audit 
and the Provisional Regulations concerning Leading Personnel of the State‐
Owned Enterprises and State Holding Enterprises with Respect to Economic 



70	 ◾  Audit Function

Responsibility Audit during Their Terms, both for trial implementation. In 
2006, the PRC Audit Law increased provisions of the economic responsibility 
audit, making it possible for this system to gradually embark on a legal track. 
In October 2010, the General Affairs Office of the CPC Central Committee and 
the General Affairs Office of the State Council issued the Regulations concern-
ing Economic Responsibility Audit for Leading Cadres of the Party and Gov-
ernment and Leaders of State‐Owned Enterprises, making all kinds of leading 
cadres at all levels fully open to economic audit. In July 2014, seven member 
units of the Central Economic Responsibility Audit Joint Meeting issued the 
Rules for the Implementation of Regulations concerning Economic Responsi-
bility Audit for Leading Cadres of the Party and Government and Leaders of 
State‐Owned Enterprises, further promoting the standardization of the eco-
nomic responsibility audit system.

	17.	 Li Jinhua, Audit Theory Research (2nd edition), Beijing, China: Modern Eco-
nomic Publishing House, 2005, p. 204.

	18.	 Scientific Research Institute of the China National Audit Office, Introduction to 
Foreign Audit Supervision System, Beijing: Modern Economic Publishing House, 
2013, p. 12.

	19.	 China National Audit Office Report. Source: China National Audit Office 
website.



71

3                                                       CHAPTER   THREE                   

 Research on the Government 
Audit Objective               

  THE OB JEC TI V E IS  THE RESULT OR TA RGE T  of an activity, 
expected by an organization or individual. Objective determines orien-
tation. Research on the audit objective has an important role in specify-

ing audit work direction, guiding audit practice, and completing the audit task. 
This topic defi nes the basic concept of government audit objectives, analyzes 
their characteristics and the factors affecting them, expounds the connotation 
of the fundamental and realistic goals of government auditing, and systemati-
cally proposes primary tasks and priorities.   

 I. CONCEPT OF GOVERNMENT AUDIT OBJECTIVES  

 (1) Connotation of Government Audit Objectives 

 Auditing as a purposeful activity also has its own specifi c objectives. Audit 
objectives are the expected results of audit automation as well as the purpose 
to be achieved by audit behavior. As an important part of auditing’s theoretical 
system, audit objectives form the guide to Audit Law and an important factor 
determining the main audit value orientation and work ideas, and play the 
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role of leading the direction and standardization of audit work. The degree of 
realization of audit objectives determines the effectiveness of auditing.

Audit offices are expected to meet government audit objectives. They can 
be divided into fundamental, realistic, and immediate objectives. The first is 
to safeguard the fundamental interests of the people. The realistic objective is 
to promote the rule of law, safeguard people’s livelihoods, and promote reform 
and development. The direct objective is to monitor and evaluate the reality, 
legality, and effectiveness of the financial revenues and expenditures of audited 
units. The three are interrelated and interdependent. The fundamental objec-
tive is the highest‐level goal and the ultimate purpose of audit work as well as 
the premise and foundation of determining the realistic and immediate objec-
tives in a certain period. The realistic objective is both the embodiment of the 
fundamental objective and the direction and guidance of the immediate objec-
tive within a certain period. The realization of government audit objectives is 
also dependent on the completion of the main audit tasks in various periods.

(2) Features of Government Audit Objectives

As a special public activity, government auditing pursues objectives quite differ-
ent from that of internal auditing, social auditing, and other types of auditing, 
which have the following three aspects:

	 1.	 Publicity. The nature of government auditing determines the objective. 
As an important part of the national political system, government audit-
ing emerged and developed to meet the demand of national governance. It 
works as the “immune system” with the functions of exposure, resistance, 
and prevention within the national governance system, and it is the cor-
nerstone and a guarantee of national governance. This determines that 
government audit objectives must be determined from the perspective of 
safeguarding public interests and focusing on public power performance, 
formulation of public policy, provision of public service, and establishment 
of the public, in order to reflect the public will and safeguard the public 
interest.

	 2.	 Hierarchy. The government audit objective has many levels. Overall, it 
includes fundamental and realistic objectives. The priority and focus of 
auditing are the concrete manifestation of realizing these objectives. The 
hierarchy of audit objectives is determined by the nature of the state, the 
situation and tasks at a particular stage, the essence and characteris-
tics of audit matters. In practice, audit offices should set priorities when 
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implementing specific audit projects. The realistic objectives can be 
achieved by a series of audit projects, so that the fundamental objective 
can be ultimately achieved through the completion of realistic objectives at 
various stages. Meanwhile, the achievement of the future objectives should 
be based on realization of the previous objective.

	 3.	 Dynamics. The socioeconomic environment varies in different periods, 
and so does the audit demand. In order to better adapt to such changes, 
the audit objectives, especially the realistic objectives, should be adjusted 
accordingly, which represent the dynamics of government audit objectives. 
This requires audit offices to always focus on socioeconomic development 
trends, and adjust the audit task and work priorities accordingly.

(3) Main Factors Affecting Audit Objectives

In general, three factors affect audit objectives: the objective needs of the audit 
environment and the ability and level of auditing.

	 1.	 Development and changes of national governance. A country’s his-
torical heritage, cultural traditions, and level of economic and social devel-
opment determine the objective of national governance, which accordingly 
determines the direction of the government audit. At different stages, the 
phased objectives and the key of national governance differ, and so do the 
realistic objectives and immediate objectives of the government audit. The 
18th CPC National Congress determined objectives of building a moderately 
prosperous society in an all around way and the overall layout of “Five‐
in‐One,” covering the political, economic, cultural, social, and ecological 
civilization. The Third Plenary Session of the 18th CPC Central Commit-
tee established the overall goal of comprehensively deepening reform (i.e., 
improving and developing the socialist system with Chinese characteris-
tics, and promoting modernization of the national governance system and 
ability). The Fourth Plenary Session of the 18th CPC Central Committee 
proposed the overall objective of building a socialist legal system with Chi-
nese characteristics to create a socialist country under the rule of law. This 
is a guarantee for achieving the “China Dream,” including the great rejuve-
nation of the nation, and also specifies the direction and goals of national 
governance in a new era. Meanwhile, the basic national conditions, that 
China will remain in the primary stage of socialism for a long time, do 
not change. The social principal contradiction between people’s growing 
material and cultural needs and backward social production remains. 
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China’s international status as the world’s largest developing country is 
unchanged, which is the maximum reality facing Chinese national gov-
ernance. Accordingly, it determines that the government audit must focus 
on the main contradictions and problems in socioeconomic development 
and play an active role in advancing the rule of law, safeguarding people’s 
livelihoods, promoting reform and development, and modernizing national 
governance.   

    TERMINOLOGY  

 The “China Dream” is an important guiding ideology and governance 
concept proposed by General Secretary Xi Jinping since the 18th 

CPC National Congress. The core objectives can be summarized as “two 
centenary goals”—namely, by 2021 (the hundredth anniversary of the 
CPC’s founding), GDP will double compared to that of 2010, urban and 
rural residents’ income per capita will double compared to that of 2010, 
and a moderately prosperous society in all respects will be achieved. By 
2049 (hundredth anniversary of the PRC’s founding), China will become 
a prosperous, democratic, culturally advanced, and harmonious modern 
socialist country. ◾ 

   2.   Legal environment.  Modern society is ruled by law. Any organizational 
or individual behavior must conform to the law, including government 
auditing. As the audit is conducted in a specifi c legal environment, the 
establishment of its goals is inevitably affected by the environment. In 
a nutshell, the better the legal environment, the higher the degree of 
 legalization. Therefore, the audit objectives can better meet the needs of 
national governance, and the audit role can be brought into better play. The 
impact of the legal environment on the audit objective is mainly refl ected as 
follows: On the one hand, the audit objectives must comply with laws and 
regulations. While giving the government audit certain oversight powers, 
the law also stipulates the limitations of its system, scope, authority, and 
so forth, and the law is the fundamental basis for determining the audit 
objectives. Audit offi ces must exercise their powers strictly in accordance 
with their statutory authority and procedures to ensure the work is legal, 
objective, and fair. On the other hand, audit offi ces must carry out their 
work, and conduct audit evaluations, audit conclusions, audit processes, 
and audit sanctions, according to the facts and the law, which provide the 



 II. Fundamental Objective of Government Auditing  ◾ 75

fundamental basis and standards. The Constitution and the Audit Law 
have made provision in this regard. 

   3.   Audit ability and level.  Audit ability and level have signifi cant impacts 
on the development and change of audit objectives. These refl ect the 
audit demand for national governance and socioeconomic development. 
If auditing lacks the ability and level to meet this demand, the audit 
objectives cannot be achieved. Therefore, to determine the audit objec-
tives, we should fully consider social needs and audit ability and seek a 
balance.      

 II. FUNDAMENTAL OBJECTIVE OF 
GOVERNMENT AUDITING 

 The fundamental objective of government auditing is the highest objective, 
refl ecting the ideal situation and the fi nal result. Always adhering to CPC lead-
ership is the basic political principle. The Party’s purpose is to sincerely serve 
the people, and government auditing under CPC’s leadership works to achieve 
this purpose. This requires that audit offi ces should always uphold and obey the 
political, ideological, and organizational leadership of the Party, by conducting 
independent audit supervision according to the law, fully fulfi lling the audit 
responsibilities conferred by the Constitution, and consciously implementing 
the Party’s principles and policies so as to safeguard the fundamental interests 
of the people. 

 On the one hand, under the Constitution, the people are the master of the 
country, and the ultimate effect of national governance should be refl ected in 
safeguarding their fundamental interests. People’s congresses are the organs 
through which the people exercise power, chosen by democratic elections, 
responsible to the people, and subject to their supervision. All administrative, 
judicial, and procuratorial organs of the state are created by the people’s con-
gresses by which they are supervised. The National Audit Offi ce is a govern-
ment department, responsible to the people’s congress, and should consciously 
take safeguarding the core interests of the people as its fundamental objective. 
On the other hand, the power of an audit offi ce is given by the law refl ecting 
the people’s will, and the results of audit work ultimately will be judged by the 
people. Audit offi ces, on behalf of the people and the taxpayers, supervise the 
performance of government departments in fulfi lling their responsibilities, as 
well as units involved in state‐owned asset management and usage, subject to 
the people’s supervision and evaluation. 
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The fundamental interests of the masses include economic, political, and 
cultural aspects. Economic interests refer to meeting people’s material needs. 
Material interests involve the quantity, opportunities, and conditions of mate-
rial wealth acquired by the people, the efforts paid by the people to the mate-
rial gained ratio, and the degree of the match between the improvement in the 
quality of material life and overall social productivity growth. Meeting people’s 
political needs includes the democratic rights stipulated by law—namely, dem-
ocratic election, democratic decision making, democratic management, and 
democratic supervision, as well as opportunities, conditions, and the extent to 
which people can exercise these rights, and above all the status of the people 
as the master of the country. Cultural interests are the demand from people’s 
spiritual life, including the right of being educated and the right of enjoying 
cultural achievements.

The multiplicity of people’s fundamental interests derives from the diver-
sity of human needs. Economic interests are related to material needs, mainly 
involving challenges to human existence, and are the most basic demands of 
human beings. Political interests are related to people’s social needs, which deal 
with human concerns over their social status and rights. Cultural interests are 
related to people’s cultural needs and solving problems in their spiritual lives. 
Human demands for diversity cannot be isolated as it is interactive. Thus, the 
economic, political, and cultural interests of the people are closely related. Eco-
nomic interests are of decisive significance, ranking the premise of achieving 
political and cultural interests.1

The fundamental interests of the people are dynamic, historical, and three‐
dimensional. The specific content and emphasis of multiple interest demands 
constantly change in different periods of socioeconomic, political, and cultural 
development. When the development level of social productive forces is low 
and material wealth is relatively poor, people are more concerned about their 
material needs. When the economic interests of the people are satisfied to a 
great degree, they will have higher levels of interest demands in such areas as 
politics and culture. At present, China is in the primary stage of socialism. For 
most people, the most pressing demand is to improve their living standards. 
This means that, among the current multiple interests of the people, material 
interests still remain the core of the people.

Implementing, maintaining, and developing the fundamental interests of 
the people is a systematic project involving various socioeconomic fields. In this 
process, government audit offices should always put safeguarding the funda-
mental interests of the people as the chief objective, comprehensively perform 
audit duties, and play an active role in socialist economic construction, political 
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construction, cultural construction, social development, and ecological civili-
zation with Chinese characteristics.   

 III. REALISTIC OBJECTIVE OF GOVERNMENT AUDITING 

 The realistic objective of government auditing, against the background of socio-
economic development at a certain stage, is the phased objective to realize the 
fundamental objective. At present, China’s economic and social development is at 
a strategic stage, facing historical opportunities with a number of risks and chal-
lenges. The Third Plenary Session of the 18th CPC Central Committee established 
the overall goal of comprehensively deepening reform—namely, promoting the 
modernization of the national governance system and ability. The Fourth Plenary 
Session proposed the overall objective of building a socialist legal system with 
Chinese characteristics and a socialist country under the rule of law. Focusing 
on the two overall objectives, government auditing needs to make promoting 
the rule of law, safeguarding the people’s livelihood, and promoting reform and 
development as the current realistic objective. This also meets the demand of 
social and economic development, indicates the important role of government 
auditing in national governance, and enhances systematic modernization.  

 (1) Promoting the Rule of Law 

 The rule of law is a long‐standing concept. In western history, it emerged from the 
Solon Reform, and was framed as a theory by the time of Aristotle. He believed 
rule of law should contain a twofold meaning: the enacted law should be uni-
versally obeyed, and the law obeyed by everyone should be the well‐developed 
law.  2   Rule of law is a social management mechanism and a social activity pattern 
with a certain social order. It takes democracy as the premise, strict compliance 
with the law as the core, and power constraints as the key. It requires confi rming 
the legal authority in national governance and social management, and takes 
implementation of the law as the most basic form of social adjustment. Rule of 
law pursues fairness, justice, equality, and freedom, and provides protection for 
the harmony of humankind and nature and the harmony of humankind and 
society. It provides systemic resources for social development. It is an important 
indicator of social development and progress. And it is the premise in protecting 
the national stability and maintaining people’s fundamental interests. 

 The Fourth Plenary Session of the 18th CPC Central Committee opened a 
new chapter in this regard when it adopted the “Decision on major issues about 
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promoting the rule of law,” and proposed the overall goal of building a social-
ist legal system with Chinese characteristics and a socialist country under the 
rule of law. Specifically, under CPC leadership, we uphold the socialist system 
with Chinese characteristics, implement socialist legal theory with Chinese 
characteristics, form a complete legal system, an efficient legal implementation 
system, a strict legal supervisory system, a strong legal guarantee system, and 
a complete inner‐party legal system. In order to enhance the building of a legal 
country, a legal government, and a legal society, it is emphasized that national 
governance should follow rational legislation, strict law enforcement, fair jus-
tice, and legal behavior, and finally realize the modernization of the national 
governance system and capacity. The Fourth Plenary Session of the 18th CPC 
Central Committee clearly stipulated that the major task of comprehensively 
promoting the rule of law was to improve the Constitution‐centered socialist 
legal system with Chinese characteristics and strengthen implementation; fur-
ther promote administration according to law, and accelerate the building of 
government ruled by law; ensure judicial justice, and improve the credibility of 
justice; enhance people’s cognition of the rule of law, and promote the construc-
tion of society governed by law; strengthen the workforce related to law; and 
strengthen and improve the CPC’s leadership for comprehensively promoting 
the rule of law. Law is an important tool for state governance. Rule of law is a 
fundamental way of managing state affairs, and an important basis for modern-
ization of the national governance system. Therefore, promoting the rule of law 
will inevitably become an important realistic goal of government audit work.

The Fourth Plenary Session of the 18th CPC Central Committee took a big 
step in strengthening audit work and stressed the need to improve the system 
and to protect the right to exercise audit oversight independently. Auditing 
supervision is listed in the national supervisory system, including inner‐party 
supervision, NPC supervision, democratic supervision, administrative supervi-
sion, judicial supervision, social supervision, and public opinion supervision, 
which fully demonstrates that government auditing is a systematic instrument 
to promote democracy and the rule of law. Government auditing helps to estab-
lish a complete legal system, an efficient legal implementation system, a strict 
legal supervision system, and a strong legal security system, and provides an 
important guarantee for the rule of law in national governance.

(2) Maintaining People’s Livelihood

The people are the foundation and the root of economic and social develop-
ment. Solving problems related to people’s livelihoods lies in the concept of 
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safeguarding people’s fundamental interests, and it is a condition for building 
a harmonious socialist society and realizing scientific development. The Report 
to the 18th CPC National Congress stated that

The CPC must purposefully take putting people first as the core require-
ment for thoroughly applying the Scientific Outlook on Development. 
We must always make realizing, safeguarding and developing the fun-
damental interests of the majority of the people as the starting point 
and the goal of all the work of the CPC and the country. To achieve new 
victories for socialism with Chinese characteristics under new histori-
cal conditions, we must maintain the people’s principal position in the 
country, safeguard social fairness and justice, strive for common pros-
perity, and promote social harmony. To achieve the goal of building a 
moderately prosperous society in all respects, deepening reform and 
opening up in an all‐around way, we must comprehensively improve 
the people’s living standards, and urge to deepen reform in key sec-
tors with greater political courage and vision. In order to strengthen 
social development and achieve social harmony and stability, we must 
give high priority to ensuring and improving the people’s well‐being, 
and strive to give them a better life. In order to improve rational con-
struction of the CPC in all aspects, we must put people first, exercise 
governance for the people, and always maintain close ties with them.

Thus, all aspects of Chinese national governance adhere to the core idea of 
the people first, highlighting the goal of continuously improving living standards.

Livelihood improvement is a long‐time and complex systematic project. The 
key is to solve the most pressing and practical problems of the greatest concern. 
We should keep making progress in ensuring that all people enjoy their rights 
of education, employment, health care, aged care, and housing. After a period 
of development, China’s social productivity has grown rapidly, overall national 
strength has been significantly enhanced, and people’s living standards have 
been improved. Especially in recent years, more emphasis has been given to the 
bottom line and promoting fairness, with system construction as the starting 
point. A more comprehensive social security network of compulsory education, 
basic health care, basic pension, and housing has been gradually established. 
Livelihood undertakings flourish. The urban and rural social security system has 
been basically established. Urban and rural free compulsory education has been 
comprehensively implemented. The national healthcare system has been initially 
formed. Great changes happened in people’s living standards. However, China is 
still in the primary stage of socialism. The income gap is still too wide, urban and 
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rural development remains uneven, the social security system is incomplete, and 
other issues remain to be solved, which have become important factors affecting 
the long‐term stable development of the economy and society. People are looking 
forward to solving them. Strengthening social construction and improving peo-
ple’s livelihoods currently are the major practical goal of government auditing.

(3) Promoting Reform

In China, reform means self‐improvement and development of the socialist sys-
tem and profound social change. The fundamental purpose of the reform is to 
form a new system compatible with the basic national conditions at the primary 
stage of socialism in every respect. The new system is full of vigor and vitality, 
beneficial to promoting the development of productivity and building socialism 
with Chinese characteristics. Since 1978, China’s tremendous achievements in 
economic and social development have fully proved that reform and opening 
up are the only road to achieve national prosperity and people’s happiness. The 
powerful energy has inspired the Chinese people; socialist China and the CPC 
embark on a steady path of prosperity and happiness, which has made a historic 
contribution to the world’s economic development and progress of human civi-
lization. In terms of the depth, breadth, and historical status of reform, China’s 
reform was indeed a revolutionary change.

At present, China is in a triple positional stage: shifting the growth phase, 
enduring the structural adjustment, and digesting the stimulus policy. Reform 
and development face many problems and difficulties. Interest obstacles and 
institutional barriers must be broken in order to coordinate reform in various 
fields. Facing the new situation of reform, the CPC held the Third Plenary Ses-
sion of the 18th Central Committee, specified the overall objective of improving 
and developing the socialist system with Chinese characteristics and promoting 
the modernization of national governance system and ability, and formed an 
action program and specific measures to deepen reform in various fields as an 
important milestone in socialist construction.

To ensure continuous reform, promote domestic political and economic sus-
tainable development, and cope with the challenge of globalization, many coun-
tries pay attention to the constructive role of auditing, giving the government 
audit offices both the right to reveal and the right to report. They are required 
to put forward audit‐based recommendations on reform and improvement. The 
ultimate goal of this constructive role is to promote continuous reform. The 
National Audit Office of China, as a comprehensive supervisory department, 
should make promoting reform a realistic goal, consciously become integrated 
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into overall economic and social development, give full play to the advantages 
of strong independence, wide audit areas, familiarity with policies and regula-
tions, and abilities to grasp the detailed situation from a macro‐ and global view-
point, and be able to review the audit situation and analyze and reflect on audit 
problems. Accordingly, the National Audit Office of China should make recom-
mendations on the following subjects: enhancing system reform, improving the 
rule of law and supporting system, standardizing mechanisms, strengthening 
management, preventing risks, and effectively promoting the implementation 
of measures of comprehensively deepening reform.

(4) Promoting Development

Development is a global theme. From the perspective of China’s specific national 
conditions, development is a process of socialist modernization, and is the 
basis and prerequisite for solving various problems at the current stage. Only 
through development can we solve the contradictions between the people’s 
growing material and cultural needs and backward social production, achiev-
ing the purpose of safeguarding the fundamental interests of the people.

In over 30 years of reform and opening up, China has always made develop-
ment a key theme of socialism with Chinese characteristics and the top priority 
in governing and rejuvenating the country. Economic construction has been at 
the center of the work of the CPC and the state with remarkable achievements. 
At present, China’s economic aggregate ranks the second in the world, but its 
per capita GDP is still behind developed countries. Irrational economic structure 
and the mode of extensive economic growth have not fundamentally changed. 
Economic and social development between urban and rural areas, among dif-
ferent regions, is not coordinated. Increasing pressure on population, resources, 
the environment, and other issues are still outstanding. To solve these complex 
contradictions and problems on the road ahead, the sole pursuit of accumulation 
is not enough; we must also rely on rational development in order to achieve a 
breakthrough in “quality.” General Secretary Xi Jinping has pointed out that, 
amid comprehensive deepening reform, we must adhere to the major strategic 
judgment that development is still the key solution. In adhering to rational devel-
opment, we must follow the general theme of steady improvement and the impor-
tant strategy of innovation and development. We should put the safeguarding of 
the fundamental interests of the people first and make the overall development of 
the people the objective both currently and in the long term. And also we should 
let the people share the fruits of development, meanwhile persisting in mak-
ing economic construction the core. We should continue to deepen reform and 
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 opening up, accelerate the transformation of the economic development mode, 
and promote coordinated development of urban and rural areas. 

 At present, China’s development opportunities and challenges are unprec-
edented. We must have a profound understanding of the new features appear-
ing in China’s economic and social development, scientifi cally analyze the new 
opportunities and challenges of economic globalization, and profoundly over-
come contradictions emerging in industrialization, urbanization, economic 
internationalization, and in‐depth development. Development concepts must 
be integrated into the entire process of audit work. We must consciously con-
tribute to the overall economic and social development, and strengthen audit 
supervision over the implementation of policy, exercise of power, economic 
operations, and environmental protection, and so forth. We should pay close 
attention to the outstanding contradictions and potential risks restricting 
healthy economic and social operation, actively make recommendations for 
rational development, and promote green, safe, and effi cient development.    

 IV. PRIMARY TASK OF GOVERNMENT AUDITING AT 
THE PRESENT STAGE 

 The achievement of government audit objectives is dependent on the completion 
of the main audit tasks. According to China’s current situation, the key task 
is to safeguard national security, especially economic security. National secu-
rity refers to the country’s current and future interests, as well as the national 
development situation. National security means that there is no existing threat 
or potential threat to national interests. National security is the basic premise 
of national survival and development, which requires urgent modernization 
of the national governance system for overall stability, forming an important 
guarantee in building a moderately prosperous society in an all around way 
and realizing China’s great rejuvenation. 

 Development and changes in the national security situation determine that 
government auditing must give priority to safeguarding national security. Gen-
eral Secretary Xi Jinping pointed out that, at present, China’s national security 
has more space and time for improvement, considering that internal and external 
factors are more complex than at any time in history. We must adhere to the 
overall concept of national security, with security of the people as the purpose, 
political security as the foundation, economic security as the base, the military, 
cultural, and social security as the protective shield, and promotion of interna-
tional security as the backing, heading on the road of national security with 
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Chinese characteristics. To implement the overall concept of national security, 
we must pay attention to both external and internal security: seek internal devel-
opment, change, and stability to build a peaceful China, and seek international 
peace, cooperation, and win‐win situations to build a harmonious world. Great 
importance should be attached to both territorial security and nonterritorial 
security. People should be emphasized as the foundation of national security. 
We should devote ourselves to building a national security system integrating 
political security, territory security, military security, economic security, cultural 
security, social security, IT security, information security, ecological security, 
resource security, and nuclear safety, paying attention to both development 
issues and security issues. Development is the foundation of security, and security 
is a condition for development. Therefore, we should pay attention to both China’s 
safety and common security of the international society, build a common des-
tiny, and encourage various parties to embrace the objectives of mutual benefit 
and common security. Government auditing, in safeguarding national security, 
particularly economic security, must be able to adapt to changes in the situation.

To safeguard national security, government audit offices must first safeguard 
national economic security. This means that the fundamental economic inter-
ests of a country, as an independent sovereign economy, are not hurt in any way. 
This can be achieved by ensuring a sovereign economic independence, a solid 
economic base, steady growth of a rational economic structure, and sustainable 
development. This includes fiscal security, financial security, state‐owned asset 
security, and so forth. A safe national economy guarantees economic indepen-
dence, self‐defense, and competitiveness in international economic life, and an 
ability to avoid great losses and defuse regional and global economic crises.3 
Economic security is an important aspect of national security, and is a founda-
tion for economic development and strong national defense. Without economic 
security, national security and national interests have no guarantee, and the 
progress of the socialist society will lose its foundation and protection.

Currently, the National Audit Office should primarily safeguard national 
security in six ways.

(1) Maintaining Fiscal Security

National fiscal security means that the financial status of a nation is main-
tained at a stable, balanced, and steady rate of growth, ensuring that the gov-
ernment can cope with any crisis with powerful financial strength. National 
fiscal security guarantees the normal operation of the national economy and 
society. To maintain fiscal security, audit offices are required to check budget 
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management, draft final accounts and budget execution results of the govern-
ment at the corresponding level, as well as the financial management of the 
government at a lower level, investigate major issues of illegality, maintain 
financial and economic order, promote improvement of budgetary execution 
effects, promote effective use of financial funds, reveal potential risks in finan-
cial operations, propose comments and suggestions to strengthen financial 
management and deepen financial reform, maintain financial security, and 
protect the healthy development of the economy and society.

(2) Maintaining Financial Security

Financial security means that, under the conditions of globalization, a country’s 
financial development has the ability to defend against various domestic and 
international threats and invasion, to ensure that financial sovereignty is not 
infringed, and to ensure the financial system maintains normal operation and 
development. Any economic activities directly related to money circulation and 
credit belong to financial security. For maintaining financial security, audit offices 
are required to conduct audit projects and special audit investigations of various 
types of financial institutions and regulatory authorities, as well as the implemen-
tation of monetary policy and its effects, focus on revealing major irregularities in 
the management of financial institutions, disclose prominent risks affecting the 
healthy development of the financial system, analyze risk‐related reasons in terms 
of policy and mechanisms, put forward proposals to safeguard financial security, 
prevent financial risks, and promote stable financial development.

(3) Maintaining the Security of State‐Owned Assets

State‐owned assets are various assets legally owned by the state on behalf of 
the people, and specifically refer to various types of property or property rights 
achieved by virtue of national power or recognized according to law in various 
forms of investment, income, grants, and donations, including operating and non-
operating state‐owned assets and those in the form of natural resources. Security 
of state‐owned assets involves many aspects, including total quantity, structure, 
and efficiency. Safeguarding their security means to improve asset utilization effi-
ciency, protect the rights and interests involved in the assets, seek to achieve an 
increase in value and prevent losses, and ensure that state‐owned assets fully play 
a positive role in the national economy and social development. To provide such 
safeguards, audit offices are required to conduct audit projects and audit investiga-
tions of the authenticity, lawfulness, and efficiency of the audited entity’s financial 
revenues and expenditures as well as the management and use of state‐owned 
assets, in order to promote the accountability of state‐owned assets.
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 (4) Maintaining the Security of the People’s Livelihood 

 The security of the people’s livelihood means that citizens’ rights to live and 
develop are guaranteed. At the present stage, it mainly involves the right to edu-
cation, employment, fair income distribution, housing, medical care, and social 
security. The security of people’s livelihood is closely related to their fundamen-
tal interests and is the most important factor in social stability. Safeguarding 
livelihood security is a basic tool for promoting economic development and 
social progress. Therefore, audit offi ces are required to conduct audit projects 
and audit investigations of funds, projects, and policy implementation related to 
people’s livelihood, protect the compliance and effects of livelihood fund usage 
and management, and promote effective implementation of livelihood policies 
and improvement in the relevant institutions, mechanisms, and systems, con-
stantly improving the quality of people’s lives and protecting people’s interests.      

    CASE 3.1: AUDITING OF SOCIAL 
SECURITY FUNDS  

 From September 2009 to February 2010, the government audit offi ce 
audited the collection, management, and use of the funds for sub-

sistence allowances to urban residents, as well as the implementation of 
relevant policies in the period 2008–2009, in 18 provinces and regions, 
such as Liaoning, Heilongjiang, and Sichuan. Focusing on auditing these 
areas, 48 cities and 130 districts and counties were involved in the audit. 
The National Audit Offi ce pointed out problems in fund management, 
urged the Ministry of Civil Affairs to conduct special law enforcement 
supervision of social assistance policies and the management and the use 
of special funds on a national scale, and urged various regions to estab-
lish and improve relevant systems and methods. 

 In 2012, based on the instructions of the State Council, the National 
Audit Offi ce organized 40,000 strong auditors nationwide and set up over 
3,000 audit groups to carry out a comprehensive audit of national social 
security funds. As of the end of October 2012, violations of disciplines and 
regulations have been rectifi ed, reaching 31.57 billion yuan. Altogether 
problems amounting to 202.771 billion yuan were corrected by means of 
recovering funds, clearance and standardization, implementing fi nancial aid 
and recovering social security premiums, and modifying and improving rel-
evant policies. Based on audit recommendations, various areas have estab-
lished and improved 1,173 pieces of social security regulation. Individual 
accounts of basic pension insurance for 6,218,300 insured have been set. A 
total of 1,290,700 citizens meeting requirements have been absorbed in the 
system, while 2,113,300 were removed according to relevant regulations. 
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(5) Maintaining Security of Resources and Environment

Conserving resources and protecting the environment is China’s basic national 
policy, and an important foundation and condition for its economic and social sus-
tainable development. It means that national resources and the environment are 
in rational use and under effective management. Development and use of national 
resources should not undermine the overall stability of the system, so that the 
threefold relationship among economic development, resource supply guaran-
tee, and the natural ecological environment remains harmonious. Currently, the 
contradictions between supply of China’s important resources, such as oil, metal 
ores, wood, water, and arable land, and social and economic development needs 
have become increasingly prominent. Resource utilization efficiency is still not 
that high. Foreign dependence in regard to resources is increasing year by year. 
Environmental pollution is serious. The trend of ecological environment deterio-
ration has not been effectively curbed. To cope with requirements of maintain-
ing the security of resources and environment, audit offices need to monitor the 
implementation of policies and regulations regarding national resources and the 
environment and the management and use of funds. Audit offices need to focus 
on exposing problems of disorderly development, inefficient use, and ecological 
destruction, as well as poor implementation of energy conservation and emis-
sion reduction policy. They should put forward recommendations on improving 
systems, laws, and regulations, promote the conservation of resources, protect the 
environment, and achieve sustainable economic and social development.

(6) Maintaining Information Security

As an important part of national security, information security refers to the 
overall security of information, information networks, and information sys-
tems under the trend of integrated computerized social information. With 
the rapid advance of information technology, national information security 
has become an important part of national security, involving the country’s 
political, economic, technological, cultural, military, and social development. 
Maintenance of national information security is the objective requirement for 
protecting China’s healthy economic and social development. Accordingly, 
audit offices are required to conduct information system audit projects and 
audit investigations of policy implementation, reveal security risks and haz-
ards, promote the establishment of a sound national information security sys-
tem, improve information security prevention, control, and protection ability, 
and protect the simultaneous development of information security and infor-
mation construction.
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 V. FOCUS OF GOVERNMENT AUDIT WORK AT THE 
PRESENT STAGE 

 Based on the foregoing objectives and major tasks, combined with the govern-
ment audit environment at present and development in the future, audit offi ces 
should actively adapt to the new situation and new tasks of national governance 
development, focus on “anticorruption, the reform, the rule of law, and the 
development” to conduct comprehensive audits of public funds, state‐owned 
assets, state‐owned resources, and the accountability of leading offi cials, con-
tinue to detect major violations of laws and regulations, signifi cant losses and 
waste, signifi cant potential risks, and poor performance of duty, promote the 
deepening reform and the rule of law, and improve performance. Therefore the 
two engines of “anticorruption” and “reform” can drive the “development” of 
the steamer heading smoothly on the track of “the rule of law.” Its focus is as 
follows: 

   1.   Strengthen the real‐time audit of the implementation of central 
major policies and measures, and ensure smooth policy imple-
mentation . It is necessary to closely combine national policies and 
measures with regional economic development characteristics and the 
working scope of relevant departments. Audits should focus on depart-
ments’ ability to develop specifi c implementation measures, task decom-
position, work progress, and system improvement in accordance with 
working scope and task division. According to different development con-
ditions of various areas, audit offi ces should make specifi c implementa-
tion procedures, detailed execution plans, clear accountability bodies, and 
guaranteed mechanisms, to ensure targeted auditing contents, schedules, 
maps, implementation progress, and actual results are achieved when 
conducting auditing on various localities and relevant departments. Audit 
offi ces should concentrate on major issues affecting economic develop-
ment, such as key links, key projects, and important contents of policies 
and measures, reveal and refl ect the major problems, positively propose 
suggestions for improvement, and promote the upgrading of rational and 
effective macrocontrol. 

   2.   Reveal and refl ect potential risks in economic and social opera-
tions, and safeguard national economic security.  We must always 
make safeguarding national economic security the primary task of audit 
work, pay close attention to weaknesses and potential risks in budgetary 
issues, fi nancial matters, and problems related to people’s livelihoods, 
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state‐owned assets, energy, resources, and the environment, and focus 
on social instability that probably rose from economic problems, especially 
local government debt, regional financial instability, and so forth. We must 
identify trends and problems, actively put forward suggestions, plug loop-
holes in a timely way, properly dispose of and avoid losses, and ensure the 
security of economic and social development.

	 3.	 Seriously expose and deal with major violations of laws and rules 
and promote construction of a clean government. Major violations 
of laws and rules found in the audit should be investigated thoroughly. 
The focus should be on the allocation of financial funds, major investment 
decisions and project approvals, significant procurements and biddings, 
loan issuance and securities trading, state‐owned assets and equities 
transfer, and land and mineral resources trading. Furthermore, auditing 
should concentrate on anticorruption, highlighting issues related to the 
abuse of power for personal gain, bribery, opacity trading, and other issues. 
We have to pay attention to the root of corruption, carefully study and ana-
lyze the characteristics and patterns of corruption cases, and fully promote 
the establishment of anticorruption mechanisms.

	 4.	 Strengthen auditing of the implementation of laws and regula-
tions, and promote the building of democracy and the rule of law. 
We have to make strong efforts to check the implementation of laws and 
regulations, and reveal failures and breaches in law enforcement in which 
someone has suppressed the law with power or broken the law for personal 
gain. We must effectively promote administration according to law, and 
build democracy and the rule of law. It is required to reveal problems that 
were skipped by laws and regulations, or those not stipulated legally that 
might hinder rational development. It is required to positively improve the 
legal framework, promote a sound and comprehensive system of laws and 
regulations, and finally provide an institutional guarantee for the rule of 
law. It is necessary to deepen the transparency in CPC and administra-
tive affairs, improve the audit results publicity system, promote the estab-
lishment of a sound fiscal balance and information disclosure system, 
gradually improve democratic supervision, and provide information and 
channels for public participation in national governance.

	 5.	 Strengthen the supervision and control of power, and promote a 
sound and comprehensive accountability mechanism. Auditing 
should focus on the exercise of power and the execution of duty and pro-
mote sound fiscal management and operation of power. We must deepen 
economic accountability auditing of leading officials, explore auditing of 
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off‐term officials regarding natural resources and assets, and focus on 
supervision and inspection of officials’ compliance with laws and disci-
plines so as to achieve strengthened accountability.

	 6.	 Enhance the performance audit, and improve quality and effi-
ciency. Auditing should highlight the effectiveness of the national gov-
ernance system and fully implement the performance audit. During audit 
processes, several aspects have great importance, such as integrated effi-
ciency, performance, and accountability. Comprehensive analysis should 
be conducted on economic, social, and environmental benefits. Problems 
found by auditing related to severe extravagance and waste, significant 
resource damage, environmental pollution, and low efficiency should 
be highlighted, for the purpose of maintaining efficient and sustainable 
development. It is necessary to strengthen budget implementation and 
other audits of financial revenues and expenditures, focus on the use of 
incremental funding, revitalize the stock of capital, and guard public 
funds.

	 7.	 Strengthen the audit of public welfare projects, and maintain peo-
ple’s fundamental interests. The interests of the people must always 
be the fundamental objective of auditing, so we have to focus on the out-
standing problems damaging the people’s interests in the fields of corporate 
restructuring, land acquisition, and environmental protection. We should 
also pay great attention to the development of public education, public 
health, public culture, and public mechanisms including social employ-
ment, social distribution, social security, and social order. We should pro-
mote fair and rational distribution of public resources, public assets, and 
public services, and promote social equity and justice.

	 8.	 Focus on revealing problems at the institutional level, analyze the 
causes, and make recommendations to promote the deepening 
reform. From the perspective of national governance, we must reflect 
the deep‐rooted contradictions constraining structural adjustment and 
shifts in the development mode, in order to reveal institutional obstacles, 
mechanism distortions, institutional shortcomings, and management 
loopholes that block rational development and deepening reform in key 
areas and key links. We have to correctly grasp the new situation of 
reform and development, identify outdated provisions that restrict devel-
opment and hinder reform in a timely manner, and promote relevant 
improvements. We must pay close attention to the coordination of the 
reform measures, and conduct a systematic, integrated, and coordinated 
reform.
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4                                                        CHAPTER      FOUR           

 Research on the Features 
of Government Auditing                      

 FE ATURES” REFER TO THE SIGNS  and symptoms characteristic of 
humans or things. Audit features, as the external expressions and signs 
of the essence of auditing, serve as important ways to differentiate gov-

ernment audit supervision from other economic and social supervision sys-
tems. As for the defi nition of government audit features, from the perspective of 
government audit nature, we can identify the inherent natural properties and 
general features of universality that it possesses and those where it differs from 
other things; from the perspective of government audit essence, we can trace 
the development stages and target location of national governance in various 
countries, to interpret the features of operating government auditing at various 
times, which refl ect its distinctive social properties.   

 I. GENERAL FEATURES OF GOVERNMENT AUDITING 

 We have mentioned already that government auditing, as an institutional 
arrangement supervising and checking the exercise of power, is an important 
component of national governance. It has striking characteristics—namely, 
legality, independence, professionalization, and comprehensiveness. These 

“
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allow government auditing to significantly boost national governance capa-
bility and further play a role as the cornerstone and important assurance for 
modernization of the national governance system and its capabilities. In the 
course of long practice, these features have even more concrete manifestations 
and imposed specific demands on auditing.

(1) Legality

Legality acts as the fundamental feature of government auditing, the functional 
basis as well as the essential guarantee for its authority and enforcement in its 
work. It is a crucial component and an important embodiment of the spirit of 
rule of law, as well as a critical carrier of law‐based governance. The legality of 
government auditing mainly takes the following forms:

	 1.	 Legality of auditing authority. The Constitution of the People’s Repub-
lic of China has endowed audit offices with the right of independent 
supervision and inspection with strong authority, and this institutional 
arrangement profoundly influences the national governance system and 
its activities. Apart from the explicit constitutional stipulation, the Audit 
Law, the Rules for the Implementation of the Audit Law, the Economic Respon-
sibilities and Audit Requirement of Leading Officials of the Party and Govern-
ment and Leading Personnel of State‐Owned Enterprises, and other laws and 
regulations further define the basic responsibilities of audit offices in five 
categories (i.e., audit supervision over the truthfulness, compliance and 
performance of legal items, special audit investigation in terms of specific 
matters, submitting reports on audit results, submitting audit work reports 
as entrusted by corresponding governments, and guiding and supervising 
internal auditing as well as verifying related audit reports issued by public 
audit institutions) and eight basic authorities (i.e., the right to request the 
submission of materials, right to examine, right to investigate and obtain 
evidence, right to adopt administrative compulsory measures, right to seek 
assistance, right to transfer and recommend, the right to process and pun-
ish, and the right to notify or publish auditing results).

	 2.	 Legality of audit evaluation standards. The fundamental principle 
is to audit in accordance with the law. Laws and regulations serve as 
the criteria for auditing and evaluating right and wrong, decisions on 
precedent in issuing audit opinions and making audit decisions, which 
safeguard the objectivity and fairness of government auditing. All these 
determine the need for auditing based on facts and in accordance with 
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laws, and guaranteeing the legality of audit items and procedures as well 
as the qualitative treatment of problems to assure audit quality, speeding 
up the legality and standardization of audit work, optimizing the system 
of government audit laws, regulations, normative systems, and profes-
sional audit guidelines, and refining the work flow to guarantee all work 
follows procedures and is based on appropriate evidence and inspection as 
required by law.

	 3.	 Enforcement of audit work. Government auditors are protected by the 
law when performing their duties, and no organization or individual can 
refuse cooperation or hinder the work, otherwise the audit offices are enti-
tled to take necessary measures. Audit offices shall issue opinions directed 
at specific situations after auditing the targeted units, and make audit deci-
sions within the legal boundaries regarding the fiscal and financial rev-
enue and expenditure of the auditees violating state regulations, as well as 
issuing penalties. The auditees must carry out any instruction or imposed 
penalty in due time, otherwise the audit offices are entitled to order imme-
diate fulfillment, or appeal to the court for compulsory execution, and hold 
the auditees to account.

(2) Independence

Independence is the soul of auditing and the most basic feature of government 
auditing. This means audit offices can objectively and fairly investigate and 
report without interference. Practices and experiences home and abroad indi-
cate that, to safeguard audit independence, we must attach adequate guaran-
tees to organizations, personnel, work, and funds. In order to assure that audit 
offices can exercise their right of audit supervision independently, they must be 
full‐time organizations set up independently; that means they have no affili-
ation relationship in any form with auditees. In order to ensure auditors can 
investigate in a practical manner and evaluate and report objectively and fairly, 
auditors shall not be in any form of financial relationship with auditees nor 
participate in the operations and management activities of auditees in any way. 
Auditors are protected by national laws when performing their audit functions 
in accordance with the law. Audit offices and individual auditors are required 
to exercise the right of audit supervision in accordance with the law, including 
carrying out evidence collection, making audit judgments, expressing audit 
opinions, and submitting audit reports based on the stipulated audit objectives, 
contents, and procedures and strictly in line with the requirements of audit 
standards and criteria. Audit offices and individual auditors must maintain 
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spiritual independence in terms of their vocation, and not be subject to interfer-
ence by any other administrative organs, social groups, or individuals. Audit 
offices shall have their own source of funds or certain economic revenue so as to 
guarantee they have enough funds to carry out audit activities independently 
and autonomously and are not tied to auditees.

The Mexico Declaration on the Independence of Supreme Audit Institutions 
issued by the International Organization of Supreme Audit Institutions (INTO-
SAI) has reiterated the significance of auditing being independent as well as the 
eight principles1 to which they should adhere. To guarantee the independence 
of government auditing, most countries have defined the functions and authori-
ties of government auditing in their constitutions. The Chinese Constitution 
issued in 1982, the Audit Law, the Rules for the Implementation of the Audit Law, 
and other laws and regulations issued after 1982 have established and safe-
guarded the independence of government auditing. The specific embodiment 
is as follows:

	 1.	 Independence in terms of organization. Government audit offices shall 
be set up independently, and not be subject to any other departments or 
business organizations. The National Audit Office is under the leadership 
of the Chinese Premier, and the local audit offices at different levels are 
under the leadership of the heads of the corresponding local government; 
meanwhile, audit offices are independent from the auditees and have no 
administrative affiliation or organizational relationship.

	 2.	 Independence in terms of personnel. The auditor general of the 
National Audit Office is nominated by the premier and appointed by the 
Standing Committee of the National People’s Congress. Those in charge 
of the local audit offices at various levels are nominated by corresponding 
local governments and appointed by corresponding Standing Committees 
of the local people’s congress. Additionally, the appointment, removal, and 
transfer of officials in charge of audit offices at a lower level must involve 
consultation with the audit offices at a higher level.

	 3.	 Independence in terms of work. Audit offices and individual audi-
tors must not participate in daily economic planning and management 
work. Auditors work in line with the functions endowed by law, including 
compiling audit plans independently, collecting evidence and examin-
ing this independently, issuing an evaluation, making audit conclusions 
independently, and coming up with audit opinions; no administrative 
organ, social group, or individual may interfere. Such supervision has 
legal effect.
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	 4.	 Independence in terms of economy. The audit funds for government 
audit work should be reliable sources and under no constraints. The fund-
ing is listed in financial budget guarantees at various levels with assurances 
of independence and objectivity in regard to law enforcement. According 
to the audit regulations formulated in the Audit Law and by the National 
Audit Office, audit offices have the right not only to examine in terms of the 
financial revenue and expenditure considered to violate state stipulations 
as well as the illegal and nondisciplinary activities of the auditees, but also 
to carry out administrative processing and apply for judicial processing, 
which is a further indication of the strong independence of audit offices.

Moreover, during the past 30 years since Chinese audit offices were set up, 
the construction of the professional ethics, development of audit normaliza-
tion and standardization, and the reform and continued exploration of Chi-
nese audit systems have further enhanced the independence of government 
auditing.

(3) Professionalization

Government auditing, highly professional and policy‐based, is a full‐time and 
professional supervisory behavior with high requirements in professional 
knowledge and practical skills. The professionalization of government audit-
ing requires practitioners with wide professional knowledge and business skills, 
able to maintain an independent status and comply with professional ethics. 
Government auditors need to master broad, basic theoretical knowledge about 
auditing, be familiar with the application of audit approaches and technologies 
as well as the requirements of audit standards and regulations, be familiar 
with public finance, accounting theories, and techniques, have a good compre-
hension of related national principles, policies, laws, and regulations, and be 
equipped with certain management and legal knowledge. They must have rich 
audit work experience and relatively high analytical and judgmental capabili-
ties, be able to use computers, and be equipped with certain foreign language 
proficiency, high oral and literal expression, and communication capability. 
Auditors must have favorable professional moral quality, adhere to the related 
principles, be honest in performing their official duties and devoted to duty, 
carry out audit work objectively and fairly, and strictly adhere to work regula-
tions like confidentiality.

The enhancement of audit professionalization is vital given the grow-
ing specialization of audit work to ensure audit quality. The Fourth Plenary 
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Session of the 18th CPC Central Committee proposed “to promote the con-
struction of audit professionalization.” This reflects the need to optimize the 
human resources management system for auditors, set up competency and 
qualification management and a vocational guarantee system for auditors, 
optimize the training system, and improve the quality of auditors in a planned 
way. Specifically, we need to improve the professionalism of staff in audit 
offices, establish and optimize the competency and qualification management 
system of auditors, carry out unified recruitment, ordered communication, 
and selection grade by grade, and enhance professional skills and compre-
hensive management capabilities. We need to establish a management system 
complying with the characteristics of audit work. In addition, we must opti-
mize the vocational education and training system. In line with age grades, 
job requirements, and work realities, we need to enhance the training and 
education system, combining medium and long‐term training with short‐
term training, theoretical study with practices, improve theoretical bases, 
professional qualities, and operational levels, and effectively intensify com-
petency and qualification capabilities.

(4) Comprehensiveness

Comprehensiveness is a crucial guarantee for the deterrent effects of govern-
ment auditing, and is mainly manifested in the application and management 
of public funds, public goods, and public resources. As long as it is related to 
public interests, it should be under the supervision of government auditing. 
In the course of audit practice, the features of comprehensiveness are mainly 
reflected in the full coverage of audit supervision. This means full coverage of 
supervised targets. Any departments, organizations, or individuals related to 
the management, allocation, and application of public funds, state‐owned 
assets, and state‐owned resources must come under audit supervision and 
cooperate with audit work in accordance with the law. Comprehensive audit 
work should be carried out in terms of truthfulness, compliance, the per-
formance of the management and application of public funds, state‐owned 
assets, and state‐owned resources and related economic activities, the per-
formance of economic responsibilities of leading Party and government offi-
cials as well as leading personnel of state‐owned enterprises, and the safety, 
reliability, and efficiency of information systems related to fiscal revenue 
and expenditure, financial revenue and expenditure, and the related eco-
nomic and business activities in various departments and units. Secondly, 
audit work should closely follow budget compilation, execution, adjustment, 
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fi nal settlement, and other  processes, faithfully focus on capital allocation, 
management, application, people’s livelihood funds, and projects such as 
“agriculture, rural areas and farmers,” social security, education, medical 
care, poverty alleviation, disaster relief, and affordable housing. We need to 
intensify audit work over pollution control and environmental protection 
of natural resources like land, mineral resources, and water, as well as key 
watersheds and related industries, and optimize the supervision of all natural 
resources. Next, while adhering to postauditing and real‐time supervision, 
we need to actively move to the stage of pre‐auditing and gradually realize 
whole‐process audit supervision. 

 In order to do so, we should coordinate and integrate resources and for-
mulate the audit planning. The National Audit Offi ce, based on the current 
auditors, has proposed carrying out annual auditing in terms of budget imple-
mentation and drafting fi nal accounts of governments, key departments, and 
units; at least one economic responsibility audit within the term of offi ce of 
leading offi cials in key positions; and at least one audit within fi ve years for 
other auditees. On the other hand, we need to reform audit approaches, improve 
effi ciency, try to realize the diversifi cation of supervisory approaches, explore 
the transfer from ex post, static, micro‐, and critical supervision to a preclusive, 
dynamic, macro‐, and constructive modern supervision concept, and advocate 
comprehensive, multilevel, and three‐dimensional supervision.    

 II. OPERATING FEATURES OF GOVERNMENT AUDITING 

 When investigating the operating features of government auditing in a 
country, we need to base any analysis on the country’s economic and social 
situations, national governance progress, and the development stage of gov-
ernment auditing. In modern China, the operating features of government 
auditing of socialism with Chinese characteristics, centered on the promotion 
of the modernization of the national governance system and its capabilities, 
are as follows: 

 ▪    Based on constructive essence and a critical approach 
 ▪    Based on serving and adhering to supervision 
 ▪    Based on the overall situation, and adhering to detecting and solving prob-

lems from a microperspective 
 ▪    Based on initiative and adhering to adaptation 
 ▪    Based on openness and adhering to independence    
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(1) Based on Constructive Essence and a Critical Approach

A critical approach means that audit offices do not easily accept any conclu-
sions without examination and tests, do not simply accept unproven facts, and 
maintain professional vigilance in order to systematically check and analyze 
auditees or audited items. In terms of modern government auditing, audit 
offices should observe and analyze items from a viewpoint of supervising the 
process and results of economic and social operations, being alert to various 
risks and possible infringement of economic security.

The constructive essence of government auditing means that audit offices 
not only uncover and investigate existing or potential problems, but also actively 
put forward solutions and measures to help auditees and related departments 
improve laws, regulations, and implementation rules to play a constructive 
and preventative role in improving management levels and preventing such 
problems. In terms of modern government auditing, the constructive essence 
of auditing determines its vitality, the extent of safeguarding national economic 
security and national interests, and the scope of promoting sustainable socio-
economic development and promoting democratic legal construction and rule 
by law.

The audit office’s fundamental responsibility is reflected through uncover-
ing problems, revealing risks, and dealing with them, as well as performing the 
overall critical functions of auditing. Moreover, the audit office is responsible for 
putting forward constructive suggestions to show the social value of govern-
ment auditing.

The critical aspect of government auditing is the forerunner and founda-
tion of its constructiveness, which, in turn, is a kind of abstraction and subli-
mation of criticality. Government auditing should identify problems and fulfill 
its critical function, as well as providing some opinions and suggestions on the 
constructive function to promote and improve the work in all aspects and devel-
opment stage. Being based on criticality and maintaining constructiveness 
represent the unity of opposites between government auditing’s two insepa-
rable aspects.

According to the requirements of criticality and constructiveness, an audit 
office must innovate its audit approaches. This should extend from the legal 
and compliance audits to performance auditing primarily, thus enhancing the 
potential of audit supervision; moving from postauditing (as an old saying goes, 
“better late than never”) to follow‐up auditing, and improving audit supervi-
sion’s preventive and warning functions; from the postaccountability audit 
to greater reliance on the accountability audit itself, combining the two, and 



	 II. Operating Features of Government Auditing  ◾� 99

promoting supervision and restriction in audit supervision; and from postaudit 
investigation to audit investigation in the course of the work, so as to give full 
play to the consulting and assistance function of audit supervision.

(2) Based on Serving and Adhering to Supervision

As an important part of the national political system, modern government 
auditing is the product of democracy and the rule of law; it is also a means to 
promote democracy and the rule of law. It requires that the government audit 
serve the construction of national governance and national political power by 
fulfilling its supervisory responsibilities.

Basing work on serving refers to complying with the needs of reform and 
opening‐up policy and socialist economic construction, focusing on the cen-
tral tasks of the Party and the country, and consciously safeguarding national 
economic security. This will be effective in promoting rule of law, reform, and 
development, and maintaining people’s livelihoods, thus achieving the goals 
of reform.

Adhering to supervision means that an audit office should independently 
examine, supervise, and urge truthfulness, compliance, and performance of 
financial revenues and expenditures and other economic activities of auditees 
in accordance with the law. In China, supervision is an important responsibility 
of government audit institutions. According to the Regulation for the Implemen-
tation of the Audit Law of the PRC, audit offices’ responsibilities are as follows: In 
accordance with the law, conduct auditing supervision over the budget enforce-
ment condition of the people’s government’s departments of finance at the 
corresponding level, the budget revenue condition of the tax collection depart-
ments at the corresponding level, the budget performance and final settlement 
of departments and units that handle budgetary payments and appropriations 
to the people’s government’s departments of finance at the corresponding level, 
the budget performance and final settlement of the subordinate people’s gov-
ernments and other financial revenue and expenditure conditions; and con-
duct auditing supervision over units and projects that receive financial funds 
in terms of truthfulness, compliance, and performance in the use of financial 
funds approved by the people’s government at the corresponding level.

In government auditing, service and supervision represent a dialecti-
cal unity, featuring close interrelations and discrepancies. Supervision is the 
basic means of government auditing, while serving is the fundamental objec-
tive. “Supervision” means detection and exposure, evaluation and publica-
tion, and rectification and reform, and thus helps auditees and other relevant 
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departments and units to work in a normative, orderly, and efficient way. There 
can be no quality service without supervision and no meaningful supervision 
without serving. The two should be combined with neither one neglected. The 
relationship between supervision and serving should be handled properly to 
the extent that both can be coordinated and promote each other. Moreover, 
“redundant interference,” “dereliction of duty,” and “inappropriate leading” 
should be avoided during supervising and serving.

On the basis of providing services and persisting in supervision, govern-
ment audit offices must safeguard social and economic order and protect the 
people’s interests by revealing problems and detecting violations of laws and 
regulations, and create a favorable environment for the rapid and sound devel-
opment of society and the economy through helping improve the social, legal, 
and economic systems. To improve service and supervision, audit units should 
do the following.

On the one hand, they should improve audit functions and efficiency to 
serve the overall situation of socioeconomic development under a philoso-
phy of “focusing on the central task and serving the overall interests.” The 
philosophy, a significant strategy of auditing, means focusing on the central 
task and conducting auditing on the basis of the overall situation of the work 
of the Communist Party of China and the country to serve the overall situa-
tion of opening‐up and social and economic development. Audit practice in 
the past few years has shown that the only way to win public support and 
recognition is to set the audit on a higher level where it can deeply reveal 
existing risks and proffer advice to rectify flaws, enhance management, and 
promote reform.

On the other hand, they should strengthen self‐consciousness of auditing to 
serve the overall situation of socioeconomic development under the philosophy 
of the “Six High Self‐Consciousness.” As auditing is the cornerstone and impor-
tant assurance of national governance, audits should encompass the overall sit-
uation and integrate auditing with social and economic development; promote 
rule by law and the construction of democracy and rule of law through audit-
ing; detect major violations of laws and regulations and pragmatically improve 
governance efficiency and fiscal performance through auditing; deepen reform 
and help transform governments’ functions through auditing; promote com-
bating corruption and upholding integrity through auditing; and promote rec-
tification, reform, and normative management and propel the establishment 
of the accountability mechanism and the improvement and implementation of 
the responsibility investigation system through auditing—all these with high 
self‐consciousness.
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(3) Based on the Overall Situation, and Adhering to 
Detecting and Solving Problems from a Microperspective

Government auditing is an important part of national governance and per-
forms certain national functions. Therefore, audit offices should plan and 
deploy on the basis of the overall situation, and analyze and judge audit items 
from a national, global, and macroscopic perspective. Audit units and audi-
tors should have awareness of the overall situation and system and hold a 
macroperspective in order to plan long‐term socioeconomic development; fol-
low and serve the central tasks of the Party and government and the overall 
layout of opening‐up and economic development with socialist characteristics; 
and solve problems from a macroscopic perspective.

Government audit institutions shall adhere to microscopic investigation 
and exposure. Audit offices independently take advantage of their own profes-
sional knowledge and skills to carry out audit work in regard to specific depart-
ments, units, and matters; reveal and investigate specific actions in violation of 
laws and regulations as well as policies and guidelines of the Party and govern-
ment. Thus, this kind of auditing, exposure, and investigation is localized and 
microscopic, which requires audit offices and individual auditors to seriously 
carry out their work in accordance with the law, carefully implement each 
audit project, and carefully investigate violations of laws and regulations.

According to the principle of materialistic dialectics on the whole‐part rela-
tionship, government auditing’s feature of being based on the macroscopic, 
overall situation as well as adhering to microscopic investigation and exposure 
shows good understanding. Materialistic dialectics hold that all things are an 
organic whole composed of individual parts. The whole and the part are insepa-
rable: The part is whole‐oriented and subordinated to the whole. The perfor-
mance and change of the whole will influence the performance and change of 
the parts, while the parts also have significant impact on the performance of 
the whole. Therefore, according to the materialistic dialectics, we should set up 
overall viewpoints, making efforts on both the whole and the part and letting 
the whole give full play to its functions.

This feature is a basic requirement set by the Party and government for 
government auditing, as well as a public expectation. The two factors of this 
feature, based on the macroscopic and overall situation as well as adhering to 
microscopic investigation and exposure, are mutually connected and unified, 
being indispensable for fulfilling government auditing’s functions. Government 
auditing serves the objectives of national governance, which requires audit 
offices to use systematic thinking to analyze problems in systems, institutions, 
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and policies, so as to find out the real reasons and offer audit opinions and sug-
gestions instead of judging a case as it stands.

This requires audit offices to: carry out audit work on each audited unit and 
project from a macroviewpoint and in an overall perspective, so as to enhance 
the investigation on individual cases; pay attention to exposing and analyzing 
microcosmic problems so as to enhance the depth of audit work; on the basis of 
these individual cases and microcosmic problems, offer improved solutions in 
regard to institutions, systems, and mechanisms. In brief, audit work should be 
implemented from both a micro‐ and macroview and we should use experiences 
of each point to lead the whole.

(4) Based on Initiative and Adhering to Adaptation

This is a requirement raised for audit work from different angles. Basing on ini-
tiative refers to audit offices actively treating objective needs and changing the 
audit environment. That is to say, audit offices and individual auditors should 
exert their subjective initiative to actively get involved in social economic opera-
tions, so as to promote reform and development through audit work. Adhering 
to adaptation means that, as audit work changes with the objective needs and 
environment, audit offices and individual auditors will adjust their objectives, 
contents, emphasis, and organization modes and techniques so as to better 
meet the demands of socioeconomic development and deal with the challenges 
caused by the changing audit environment.

The feature of basing on initiative and adhering to adaptation shows that gov-
ernment auditing is an important part of national governance. Adaptation without 
initiative and initiative without adaptation are both partial and meaningless. What 
initiative emphasizes is exerting a subjective initiative and carrying out audit work 
actively and creatively; what adaptation emphasizes is following objective laws and 
requirements as well as realizing subjective and objective unification.

Basing on initiative requires audit offices actively to blend into national 
socioeconomic development, adjust their work ideas and focus, improve work 
methods, reveal potential risks, rectify and investigate violations of laws and 
regulations, analyze the reasons for problems, and offer audit opinions and 
suggestions. That is to say, initiative requires audit offices to focus on institu-
tional aspects in the long run, so as to further perceive risks, reveal problems, 
and offer suggestions about using various resources to resist infection. Adher-
ing to adaptation requires audit offices to get a clear understanding of the new 
situation of audit work, new requirements of governments and departments, 
and new expectations of the people.
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(5) Based on Openness and Adhering to Independence

As mentioned in Section I, adhering to independence refers to audit offices stay-
ing independent in organization, personnel, work, and funding. That means 
that audit offices should be independent, full‐time organizations; individual 
auditors should not have any financial relationship with auditees and not par-
ticipate in their operational and management activities; and individual auditors 
should exercise their right of audit supervision independently in accordance 
with the law to make audit judgments, offer audit opinions, and issue audit 
reports. Audit offices should have their own source of funds.

Basing on openness refers to integrating audit work into the Party and 
the state’s overall work, and expanding contacts and communications with 
the parties concerned so as to further enhance the objectivity and authority 
of audit work. From the perspective of system theory, national governance is a 
large system while government auditing is its supervisory control system. In 
national governance, different organizations undertake responsibility for deci-
sion making, execution, and supervisory control, thus forming an interrelated, 
interactive, and interdependent system. Government audit offices should ascer-
tain problems in a timely manner during policy execution through tracking 
and supervising the implementation situation. In this way, they can make all 
the necessary decisions and deployments that are coordinated with policy ori-
entation, mutually advanced in implementation and mutually complementary 
in actual results, so as to exert the overall force and comprehensive effect of 
governance to the highest degree. Government auditing restricts authority by 
exerting authority in accordance with the law. It needs to keep a relatively inde-
pendent and open relationship with other subsystems of national governance. 
On the one hand, government auditing should obtain vigorous support and 
coordination from relevant external parties to maximize the working effect; on 
the other hand, the audit systems need to learn from other fields and even from 
other countries to constantly improve their work. When making plans, audit 
offices shall take into account the demands of Party committees, People’s Con-
gresses, governments, and their departments at all levels as well as all walks of 
life; when carrying out on‐site auditing and implementing punishment, they 
should draw on the assistance and coordination of audit objects and related 
departments; and audit offices should inform the relevant units and depart-
ments in a timely manner and make public audit products and information.

In terms of the essence of auditing, there is no auditing without indepen-
dence. If audit work cannot rule out interference from various aspects, it will 
hardly play its function of revealing, resisting, and prevention. When openness, 
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questions, suggestions, and information from auditing are limited then audit-
ing’s function of revealing, resisting, and preventing cannot be completely 
exerted. In practical work, while keeping independence, audit offices and indi-
vidual auditors should closely work with relevant departments, competent 
authorities, research units, and the auditees. As long as individual auditors 
integrate with other related personnel and fully take advice, they can reveal 
problems more accurately, resist contradiction more thoroughly, and prevent 
risks more effectively. At present, there are still many problems in working 
based on openness and adhering to independence in such aspects as audit 
plan, audit implementation, and audit openness. For example, in adhering to 
independence, some audit offices do not fully perform their duty of audit super-
vision independently under the leadership of the administrative head of govern-
ment at the same level; they do not completely make decisions on “what to be 
audited” and “how to audit” independently; they do not suppress interference 
totally in audit processing; and they do not report the audit results and audit 
recommendations truly and completely in accordance with the law. Some audit 
offices do not fully listen to the opinions of the relevant departments and of the 
public in making audit plans; they do not make full use of all kinds of audit 
resources and social resources; they do not fully listen to the opinions of the 
auditees in reaching audit conclusions and implementing audit punishment; 
and they do not work together with other supervisory bodies.

Therefore, while adhering to independence, audit offices should improve 
openness in the following ways. First, they should closely surround the center 
and consciously open the supply market of audit products. That is to say, in 
accordance with the law, audit offices should produce and make open what 
Party committees, governments, People’s Congresses, and the common people 
require. The second way is to be broad‐minded. In every step of developing audit 
work, audit offices at various levels cannot indulge in self‐gratification and 
should have the courage to go beyond the existing work level and work mode, 
so as to unceasingly reform and innovate. The third way is to open the audit 
process and consciously accept supervision of society from various aspects, 
including the formulation of an audit plan, implementation of an audit project, 
and preparation of audit reports and audit information. Audit offices shall lis-
ten to the opinions of and take advice from various sectors so as to ensure the 
justice, fairness, high quality, and good effect of auditing and strengthen audit 
credibility. The fourth way is to use all kinds of resources to form an overall 
supervisory force, which includes: audit offices taking advantage of engineer-
ing technicians from outside to make up for lack of professionals within and 
improve an unreasonable personnel structure; in the audit process, making 
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full use of internal audit data and results proven to be reliable and credible 
through examination; and, in the process of audit planning and decision mak-
ing, making full use of the work by organizations such as the audit research 
institute, audit academic society, and some social organizations. The fi fth way 
is to improve the audit results announcement system and promote administra-
tive openness and transparency.    

 III. WORK POLICY OF GOVERNMENT AUDITING 

 In recent years, in conformity with the new requirements for socioeconomic 
development and relying on practical experiences, audit offi ces set up the work 
policy of “auditing according to law, serving the overall situation, surrounding 
the center, highlighting the focus, and staying realistic and pragmatic.” Based 
on truthfulness and emphasizing removal of the counterfeit and various types 
of disorders, they strengthened the investigation of and the penalty for major 
violations of laws and regulations as well as economic crimes, better perform-
ing the duties of audit supervision pursuant to the law. 

 “Auditing according to the law” is the specifi c embodiment of China’s strat-
egy of ruling the country by law in the auditing fi eld, the profound refl ection of 
the spirit of democracy and the rule of law in the auditing fi eld, and the spirit 
of the rule of law to which audit work must always adhere. The Constitution 
and laws make clear stipulations for the duty and authority of auditing. Audit 
offi ces and individual auditors must conduct supervision and standardize their 
work totally based on the Constitution and laws, and the legal authorization, 
responsibility, and limits of authority and procedures. 

 “Serving the overall situation and surrounding the center” are the strate-
gic positions to which audit work must always adhere. Moreover, it is the right 
choice for audit work to constantly adapt to the development requirements of 
socialism with Chinese characteristics. “Serving the overall situation” means 
to serve for the overall situation of economic and social development and the 
fundamental interests of the broad masses. “Surrounding the center” is to sur-
round the central tasks of the Party and governments. “Serving the overall 
situation and surrounding the center” require audit offi ces and individual audi-
tors to uncover problems, and specifi cally carry out proposals to stop a leak, 
reinforce management, promote reform, and improve the system regarding the 
overall situation of socioeconomic development and the people’s basic benefi ts 
at a higher level. Consequently, audit work can acquire the attention and trust 
of the Party and government as well as public support and recognition. 
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 “Highlighting the focus” is a signifi cant strategy to which audit work must 
always adhere. It is also an effective strategy and method to deal with audit 
risk. It requires audit offi ces and individual auditors to focus on the problems 
concerning overall socioeconomic development as well as key, hot, and diffi cult 
problems closely related to people’s livelihoods, democratic rule of law, and 
combating corruption and upholding integrity. Audit offi ces and individual 
auditors should also grasp problems infl uencing the overall situation and the 
future. After pinpointing the “fi re condition” and “fi re source,” they should 
weigh the priorities, concentrate on auditing, and give full play to the function 
of the “immune system.” 

 “Staying realistic and pragmatic” is an ideological style and work style 
to which audit work must always adhere. “Staying realistic and pragmatic” 
requires audit offi ces and individual auditors to stick to seeking truth from 
facts, being objective and fair, being practical and doing solid work, and achiev-
ing fruitful results. They should also recognize and handle problems from a 
long‐term perspective so as to promote sound institutions, systems, and mecha-
nisms, ensure the comprehensive implementation of lines, policies, and guide-
lines of the Party and the state, and assure the smooth realization of various 
development objectives.   
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5                                                        CHAPTER      FIVE                 

 Audit Modes                      

 AUDIT MODES REFER TO THE  FORMS  and methods by which 
audit institutions carry out audit activities. Research on audit modes 
is aimed at promoting rational and effective use of various audit 

resources, improving the modes of organization and management, and con-
tinuously enhancing audit quality, effi ciency, and effect. Traditional audit 
modes are mainly postauditing, on‐spot auditing, and manual auditing, usu-
ally isolated and unitary. Along with the steady innovation and development 
of audit work, modern auditing gradually becomes diversifi ed and often with 
various audit modes organically integrated.   

 I. SPECIAL AUDIT INVESTIGATION 

 Special audit investigation, as an important audit mode, has been universally 
recognized and widely used by audit institutions at all levels in China. Audit 
institutions at all levels have had outstanding results and accumulated useful 
experiences by actively exploring and conducting special audit  investigations. 
Practice proves that special audit investigations are both a category of 
 independent audit business with Chinese characteristics and a special audit 



108	 ◾  Audit Modes

mode. At the same time, they are the main form of carrying out performance 
auditing.

(1) Concept of Special Audit Investigation

(a) Origin of Special Audit Investigation

As a unique category of audit undertakings and specific audit mode in China, 
special audit investigations came into being along with the establishment of 
the audit supervision system in China and have been continuously enriched 
and improved along with the progress of China’s audit undertakings. As early 
as 1984, when China’s socialist audit supervision system was established, audit 
institutions began audit investigation activities. It can be said that this was a 
special audit investigation in embryo. Coupled with the progress of audit work, 
audit investigation activities became more and more important in audit work. 
In this regard, the CNAO started special arrangements and required audit insti-
tutions at all levels to carry out audit investigations within certain scopes, 
setting forth recommendations as references for the government and relevant 
departments to make macropolicy decisions and improve work. The arrange-
ment and requirements of the CNAO and the variegated audit investigation 
practice successively carried out by localities played an active role in formu-
lating and improving the system of special audit investigation with Chinese 
characteristics.

Along with the ever deepening practice of special audit investigation by 
audit institutions, laws and regulations related to audit investigation were 
also successively formulated and improved. Article 27 of the Audit Law of the 
People’s Republic of China, promulgated in 1994, clearly defines the legal status 
of special audit investigation for the first time, enabling it to become a statutory 
responsibility for China’s audit institutions. In order to better meet the needs of 
development of special audit investigations, the CNAO thereafter specially for-
mulated standards and norms for special audit investigation and clearly stated 
in the CNAO Audit Work Development Program 2006–20101 that equal stress 
must be put on auditing and special audit investigation and that the proportion 
of special audit investigation projects carried out every year should account for 
about half of all the projects.

(b) Concept of Special Audit Investigation

The Audit Law of the People’s Republic of China, promulgated in 1994, lays down 
the provision for the functions and responsibilities of special audit investigation. 
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It was the outcome of summarizing China’s own audit practice and experience 
as well as drawing experience from the performance audit investigations of the 
United States and other countries. The International Organization of Supreme 
Audit Institutions (INTOSAI), the International Federation of Accountants 
(IFAC), the United States, and some other countries do not have special audit 
investigations in their classification of audit categories. It is not a universally 
used working method. In other countries, while investigations are carried out 
through auditing, the connotations are not entirely the same as the special 
audit investigation carried out by Chinese audit institutions. According to the 
provisions of existing audit laws and systems in China, special audit investiga-
tion is a category of independent audit undertaking having equal importance 
with auditing. Meanwhile, it is also an effective method of supervision (i.e., to 
achieve specific audit objectives through the means of audit investigations). 
Special audit investigation has become a unique form of Chinese audit profes-
sional work and unique audit mode.

The Audit Law defines the legal status for audit institutions to carry out 
special audit investigations and endows them with specific connotations and 
requirements. This law defines at the legislative level the functions and respon-
sibilities as well as limits of authority of audit institutions for carrying out spe-
cial audit investigations:

With regard to particular matters relating to the State’s budgetary 
revenues and expenditures, audit institutions shall have the power 
to carry out special investigations through auditing among relevant 
localities, departments, and units and report the results thereof to the 
people’s governments at the corresponding levels and to the audit insti-
tutions at the next higher levels.

This provision has clear limitations: There is no clear definition of proce-
dures and methods for special audit investigations, and the scope of special 
audit investigations is limited to “particular matters relating to the State’s 
budgetary revenues and expenditures.” But the matters relating to financial 
revenues and expenditures are excluded from the scope, hence making it too 
narrow for investigation.

It is clearly stipulated in the Standards for Audit Institutions to Conduct 
Special Audit Investigation promulgated by the CNAO in 2001: The term special 
audit investigation mentioned herein refers to activities of special investigations 
carried out by audit institutions mainly through audit methods into relevant 
localities, departments, and units in terms of particular matters relating to 
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state fiscal revenues and expenditures or assigned by people’s governments at 
corresponding levels to audit institutions to handle. This provision of the CNAO 
defines the audit methods that can be used in special audit investigations, while 
the issue of audit procedures has been left unresolved. Meanwhile, the scope of 
special audit investigation has been expanded to “particular matters relating 
to State fiscal revenues and expenditures or assigned by people’s governments 
at the corresponding levels.”

In accordance with the practical needs of special audit investigations, the 
Regulations for the Implementations of the Audit Law of the People’s Republic 
of China, revised in 2010, lend greater specificity to the functions and duties of 
audit institutions for special audit investigations in the Audit Law of the People’s 
Republic of China:

With regard to the special matters relating to the State revenues and 
expenditures, including budget management, management, and use 
of State‐owned assets, and so on, audit institutions may, in accordance 
with the procedures and methods prescribed by the Audit Law—these 
Regulations as well as other relevant provisions of the State—carry 
out special audit investigations among the relevant local authorities, 
departments and units.

This provision resolves fairly well the legislative problem of limitations of 
special audit investigations and is conducive to promoting the healthy develop-
ment of special audit investigations.

In short, the concept of special audit investigations can be defined as fol-
lows: In accordance with laws, regulations, and relevant provisions of the 
state, audit institutions carry out special audit investigations among relevant 
local authorities, departments, and units with regard to budget management 
or special matters relating to state revenues and expenditures, including the 
management and use of state‐owned assets, by mainly relying on relevant audit 
procedures and methods.

(c) Organizational Form of Special Audit Investigation

Audit institutions generally adopt two kinds of organizational forms in actually 
carrying out special audit investigations.

Carrying out special audit investigations independently (i.e., to 
carry out audit investigations into a certain matter, certain system, certain 
trade, or certain issue among a number of audit investigation targets with spe-
cific purposes and within a specified scope and time limit). Their main features 
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are: to determine the target and scope of audit investigations in accordance 
with special audit investigation purposes and the clues and doubtful points 
already in hand, and to adopt different procedures and methods for audit inves-
tigations in line with different targets and scopes. They have specific scopes of 
contents (i.e., involving issues in only one aspect with a specified time limit and 
scope; that is, it is required only to reach the objectives and accomplish the task 
relating to the matter for audit investigations within the prescribed time limit 
and scope). By using such a method, audit investigations will be able to deter-
mine the direction of investigations, focus on the objectives, and prioritize key 
points, thus facilitating the tracking of problems and discovery of deep‐rooted 
problems. It may cater to the requirements of the leadership at various levels to 
get to know the actual situation and discover and rectify problems in a timely 
manner through the implementation of economic, administrative, and policy‐
based laws and regulations.

Carrying out audit investigations in integration with audit projects 
(i.e., to carry out combined special audit investigations into relevant specified 
matters related with audit projects, and on this basis to carry out compre-
hensive analysis and summaries, to report the situation and problems to the 
government and departments concerned, and put forward audit recommen-
dations). In carrying out special audit investigations in integration with audit 
projects, audit institutions should, after conclusion of the audit, combine the 
relevant situations reflected in the audit report and the result of investigations 
to form a special audit investigation report. Carrying out audit investigations 
in integration with audit projects will not only solve the problem of repeated 
entries into an entity (i.e., to accomplish two or more tasks by one entry), but 
also enhance the quality, depth, and efficiency of audits and special audit inves-
tigations through the sharing of data and information.

(2) Features of Special Audit Investigation

Special audit investigation has such features as macro‐objectives, a content 
orientation, scope extensiveness, methods of flexibility, and a timely report on 
what happens.

(a) Macro‐Objective

Auditing and special audit investigations are both important modes for audit 
institutions to perform their audit and supervision functions, but they have 
different objectives and different focuses. Comparatively speaking, auditing 
is mainly aimed at various specific projects and units. Its major objective is to 
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determine and appraise the truth, lawfulness, and effect of the financial rev-
enues and expenditures of the auditee, with focus on discovery, rectification, 
and handling of existing problems, while special audit investigation is mainly 
aimed at carrying out systematic investigations, analysis, and research of spe-
cific matters bearing overall, universal, tendentious, and embryonic natures, 
reporting the situation to the government and departments concerned, expos-
ing problems, analyzing the causes at the levels of institutions, mechanisms, 
and systems, making recommendations for strengthening management and 
improving regulations and systems, providing the basis for decision making 
by governments and relevant departments at all levels, and serving macro-
regulation of the state. Therefore, with more macro‐objectives, special audit 
investigations are more conducive to bringing into play the constructive role 
of audit supervision and can enable auditing to provide an even better service 
for macropolicy decisions at a higher level.

The macronature of special audit investigation objective requires intensified 
macroconsciousness in subject selection, project identification, investigations, 
evidence collection, analysis of problems, and conclusions to investigations. In 
subject selection, it is necessary, in line with the central tasks of the country, to 
select with meticulous care and carry out audit investigations into hot and dif-
ficult issues with significant impacts on economic and social development that 
the people are universally concerned about and the society focuses its attention 
on. In investigations and evidence collection, it is necessary to analyze from the 
macro‐angle, see through the appearance to perceive the essence, and screen 
out focal points for investigations and evidence collection from typical problems 
relating to the overall situation of social and economic development, instead 
of attending to everything, big or small, at once without regard to priority. In 
the course of analyzing the situation and forming conclusions to the investiga-
tions, it is necessary to summarize and classify all kinds of collected materials, 
make systematic analysis from a macro‐angle, discover typical experience and 
problems of universality bearing on the development of macroeconomy from 
the analysis, and find the causes of the problems and the solutions.

(b) Contents Orientation

Auditing, covering considerably comprehensive content, implements compre-
hensive auditing and appraisal of the fiscal and financial revenues and expendi-
tures of the auditee as well as their relevant economic activities, and exposes and 
makes known all the problems of law and regulation violations in the auditee’s 
fiscal and financial revenues and expenditures, while special audit investigations 
mainly focus on selected matters relating to state fiscal and financial revenues 
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and expenditures, including the management of budgets and the use and man-
agement of state‐owned assets. By “special” it is meant that the contents of 
investigations in special audit investigations are more concentrated (i.e., focus-
ing on particular matters within a prescribed time limit and scope). In actual 
special audit investigation work, audit institutions may, in line with the focused 
attention of the leadership, focus on hot issues the society is widely concerned 
with and difficulties in the reform drive, and carry out extensive and in‐depth 
investigations into one subject or matter in different localities, departments, and 
units. As compared with auditing, special audit investigation contents are more 
concentrated, more unitary, more concrete, more typical, and more oriented.

The clear orientation of special audit investigation contents requires scien-
tific and rational selection of the investigation subject. First of all, it is necessary 
to get to know the different appeals from various sides, fully get information 
from all sides, accurately and correctly select the investigation subject, and 
prevent the practice of attending to each and every aspect of a matter and going 
after the grandiose. Then, it is necessary to identify the objective of the inves-
tigations, and prioritize the focal points, key links, and focal units. Still next, 
it is necessary to pool audit resources together, do everything with a definite 
purpose in mind, do an in‐depth analysis, and dig deeply into problems so as 
to ensure the depth of investigations.

(c) Scope Extensiveness

Audit scope is targeted mainly at a particular unit or project. Apart from inves-
tigations and evidence collection in other units and individuals when neces-
sary, it involves very few units and individuals beyond the auditee. Therefore, 
the target scope is relatively narrow and the collected situations and ascer-
tained problems are rather unitary, while special audit investigations must 
have a certain amount of scope and coverage in order to ensure that the results 
are believable and convincing. The wide scope of special audit investigations is 
manifested mainly in two aspects: investigation target and source of materials. 
In the aspect of investigation target, all localities, departments, units, and indi-
viduals related to matters for investigation are within the special audit inves-
tigation scope. In the aspect of source of materials, it can be either financial or 
nonfinancial accounting data, or even other materials relating to matters for 
investigation collected through concerned visiting personnel.

The wide scope of special audit investigations requires rational identifica-
tion of the investigation scope to ensure accuracy of investigation conclusion. 
The wider the scope, the closer the learned situation will be to reality, the more 
accurate the investigation result, and the more convincing the investigation 
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conclusion. Otherwise, there might be errors between the investigation conclu-
sion and the reality, leading to audit risks. However, the audit investigation scope 
is affected by such factors as the human and financial resources of audit institu-
tions, which are unable to carry out comprehensive investigations into units and 
individuals related to matters for investigation, but can carry out investigations 
only into a selected part of a total entity by using the audit sampling theory in 
accordance with the reality. Therefore, it is necessary to uphold two principles 
in determining the audit investigation scope: When identifying the audit inves-
tigation scope, if the investigation costs permit, the scope should be as large as 
possible, so that the investigation results will reflect a whole picture of reality to 
ensure the accuracy of investigation conclusion. When selecting the target for 
specific investigations, it should prioritize the focal point by stressing the repre-
sentativeness of the target for investigations. To this end, units related to matters 
for investigation can be divided into several categories. From each category, a 
number of representative units can be selected for substantive investigation, so 
as to find the internal links and problems of a common nature, and form a highly 
accurate and strongly convincing conclusion to the audit investigation.

(d) Methods Flexibility

Organically integrating the methods of auditing and investigations, special 
audit investigations can, through auditing, keep abreast with the overall sur-
face situation on the one hand and get to know and have a command of more 
specific live situations on the other. It can be either a unitary special audit 
investigation or audit investigations in integration with project auditing. It can 
be carried out either through the examination and verification of the account-
ing and statistics materials of the auditee, or through such methods as holding 
discussions, visiting relevant units and individuals, and distributing question-
naires among relevant units and individuals.

The flexibility and diversity of special audit investigation call for the most 
appropriate method according to the specific situation so as to ensure high 
quality and low costs of investigations. Generally speaking, it is necessary to 
determine the method on the basis of the status and impacts of the audited 
matter according to the whole picture, as well as the degree of difficulty of 
investigations. With regard to matters bearing on the overall situation of eco-
nomic development, it is necessary to carry out comprehensive, systematic, and 
detailed investigations. With regard to other matters, sampling investigations 
may be carried out. With regard to representative auditees, it is necessary to 
carry out on‐spot investigations. With regard to other auditees, investigations 
through questionnaires can be carried out.
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(e) Timely Report on What Happens

The purpose of special audit investigations is mainly to provide the government 
and relevant departments with the basis for macromanagement and policy‐
decision making. The time effect of making audit investigation conclusions 
and recommendations is particularly important. It means that conclusions and 
recommendations must be made before the government and relevant depart-
ments make policy decisions. Otherwise the opportunity will be lost, and thus 
special audit investigation would lose its due value. To enhance the time effect 
of special audit investigations will be conducive for the policy‐decision making 
stratum not only to be aware of and keep abreast of the situation, adopt mea-
sures for rectification and malady prevention, and stem the spread of relevant 
problems, but also to adopt and improve laws and systems in a timely manner, 
thus forestalling all possible troubles and resolving problems at the source.

To enable audit investigation results to be used by the government and 
relevant departments to the maximum extent, it is necessary to ensure the time 
effect of audit investigations in the following two aspects: First, subject selection 
of audit investigations should echo the calling of the times and be foresighted. 
It is necessary, in line with the status quo of social and economic development, 
to analyze and command the overall tendency of social and economic develop-
ment and, in close line with the central tasks of the country, select universal 
and embryonic problems existing in the area of fiscal economy for special audit 
investigation. Second, it is necessary to enhance work efficiency. In such links 
as investigations and evidence collection, analysis and sorting out of materials, 
making audit investigation conclusions and producing reports on audit investi-
gations, it is necessary to enhance work efficiency, and strive to submit reports 
on investigation results to economic policy‐decision making departments with 
the fastest speed and within the shortest time.

(3) Procedures for Special Audit Investigations

Special audit investigation procedures are identical to audit procedures in gen-
eral but somewhat different in specific procedures and requirements, mainly 
in the initiation and result of audit investigations.

(a) Initiation of Special Audit Investigations

Whether a special audit investigation will achieve its effect and whether its 
result will be valued by relevant leadership and policy makers depend, to a large 
extent, on whether the initiation of audit investigations is rational. Therefore, 
preparations for a special audit investigation plan constitute an important link. 
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The identification of audit investigation projects should abide by the Audit Law 
of the People’s Republic of China and the Regulations on its implementation. It 
should be carried out for specific matters closely relating to state fiscal revenues 
and expenditures, including budget management and the management and 
use of state‐owned assets. Meanwhile, these matters should be the focus: hot 
and difficult issues that the government and the general public are concerned 
about, or universal, tendentious, and embryonic problems already found in 
auditing. What’s more, audit institutions indeed can play a macro‐ and con-
structive role in the investigations into these matters. The audit investigation 
result is influential to a certain extent.

The national audit standards, setting forth guidance for projects suitable for 
arranging special audit investigations, stipulate that, with regard to specific mat-
ters relating to state fiscal revenues and expenditures, including budget manage-
ment or the management and use of state‐owned assets, special audit investigations 
may be considered in the following circumstances: issues involving macro‐, uni-
versal, policy‐based, or institutional mechanism natures; cross‐trade, cross‐region, 
and cross‐unit matters; matters involving large amounts of nonfinancial data; and 
other matters suitable for carrying out special audit investigations.

(b) Special Audit Investigation Result

After the finish of on‐spot work of special audit investigations, the investiga-
tion team should lose no time in pooling together the materials from inves-
tigations and evidence collection, holding meetings to hear reports on audit 
investigations at a suitable time, exchanging information on investigations, 
discussing main problems found in the investigations, analyzing causes for the 
problems, studying recommendations and countermeasures for the solution of 
problems, and drafting and revising reports on audit investigations. Apart from 
the elements and contents conforming to the requirements in ordinary audit 
reports, special audit investigation reports should analyze macro‐, universal, 
policy‐based, or institutional and mechanism problems and set forth recom-
mendations for improvement in line with the special audit investigation objec-
tives and focal points. Where problems found in special audit investigations 
require rectification by the auditee, special audit investigation reports should 
also set forth requirements for rectification, specify the time limit for rectifica-
tion, and require the auditee to submit a written report on the rectification to 
audit institutions. Before submitting a special audit investigation report, the 
audit investigation team should solicit the auditee’s opinions, further verify the 
problems listed in the report, and, when necessary, revise or supplement the 
special audit investigation report.
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The specific procedures and requirements for the reexamination, delib-
eration, approval, and service of a special audit investigation report should be 
handled in line with the corresponding procedures and requirements of the 
relevant audit report in accordance with regulations.

In special audit investigations, the audit investigation team should pro-
duce and submit to audit institutions an audit report in accordance with the 
prescribed procedures on acts of violations of state regulations on fiscal and 
financial revenues and expenditures or other law and regulation violations 
by departments and units subject to the supervision of audit institutions. 
Audit institutions should handle and mete out corresponding punishment 
according to law. When the handling and punishment are within the statu-
tory power of the institution, it can directly handle and mete out the punish-
ment. When the handling and punishment are beyond the statutory power 
of the institution, the case should be referred to relevant departments and 
units for handling.

(4) Attention in Special Audit Investigations

In order to give full play to the advantages of special audit investigations and 
avoid confusion between special audit investigations and audits, it is imperative 
to pay special attention to the following four points in the course of carrying 
out special audit investigations:

	(a)	 Clear‐Cut Special Audit Investigation Objectives. In carrying out special 
audit investigations, audit institutions must determine the objectives for 
audit investigations. The main purpose of special audit investigations is 
to get to know through investigations the specific policies serving as the 
basis for fiscal and financial revenues and expenditures of relevant locali-
ties, departments, and units, implementation of laws and regulations, or 
the operations and trade profiles of specific capital and projects, so as to do 
an analysis at the level of institutions, mechanisms, and systems, trace the 
causes in aspects of policy, system, and management, deep‐rooted causes 
in particular, and produce audit investigation ideas and recommendations 
to provide information support for the government and relevant depart-
ments to boost macroeconomic management and improve policy decisions.

	(b)	 Rational Decision on Special Audit Investigation Content. In carrying out 
special audit investigations, it is necessary to make a good selection of the 
investigation contents in accordance with the specified investigation objec-
tives. Generally speaking, special audit investigations may be carried out 
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on the following matters: implementation of state financial laws, regula-
tions, and policies; trade economic activities; raising, distribution, and use 
of relevant capital; and other matters as assigned by people’s governments 
at corresponding levels, organized or authorized by audit institutions at 
higher levels, or decided by audit institutions at their own level.

	(c)	 Accurate Grasp of the Scope of Special Audit Investigation Targets. One, 
it is imperative to carry out audit investigations in accordance with the 
scope of jurisdictional limits prescribed in the Audit Law of the People’s 
Republic of China. According to the provisions of the existing audit law 
and regulations, the jurisdictional limits of special audit investigations 
are completely identical to those of audits (i.e., jurisdictional limits divided 
according to the affiliating relationship of auditees’ fiscal and financial 
affairs or the relationship of supervision and management of state‐owned 
assets). The vastness of areas and big numbers of departments and units 
should not constitute the reason for carrying out special audit investiga-
tions beyond the jurisdictional limits. Furthermore, in principle, auditees 
involved in special audit investigations should be mainly units as the tar-
gets for audit and supervision by audit institutions according to law. In the 
course of practical investigations, audit institutions may also familiarize 
themselves with the real situation through investigations in other units 
and with individuals not belonging to targets of supervision by audit insti-
tutions but related to matters to be investigated. In addition, it is necessary 
to rationally grasp the scope of targets for audit investigations. Investiga-
tion costs permitting, the scope may be expanded as much as possible. 
Meanwhile, it is necessary to pay attention to focal points and stress the 
typicalness of targets so as to enhance the credibility of the conclusion of 
audit investigations.

	(d)	 Provision of Necessary Audit Resources. As compared with project audit-
ing, special audit investigations make higher demands on audit personnel 
in various ways. They should possess not only basic knowledge of audit 
inspection of accounts but also, more importantly, management knowl-
edge and professional knowledge compatible with investigation content. 
Meanwhile, they should be good at making analysis and putting forward 
high‐level and weighty audit opinions and recommendations, and have a 
certain degree of macroconsciousness, policy level, and writing capability. 
Therefore, in carrying out special audit investigations, audit institutions 
must take into consideration the provision of audit resources. It is neces-
sary to have sufficient guarantee of time, manpower, and financial and 
other audit resources. Corresponding audit resources should be provided 
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as far as possible according to the objectives and tasks of the specifi c special 
audit investigation so as to enhance effi ciency and achieve the anticipated 
audit investigation outcome.         

    CASE 5.1: SPECIAL AUDIT INVESTIGATION  

 From June to September 2011, the CNAO carried out SAI of the 
building of rural medical and health service systems in 45 counties 

(cities and districts, hereinafter all referred to as 45 counties) under the 
administration of Beijing, Tianjin, Liaoning, and seven other provinces 
and municipalities, with spot‐auditing focused on 76 hospitals at the 
county level, 131 hospitals at the township level, 677 clinics in rural 
villages, and 148 construction projects. The audit investigation results 
are as follows: 

  1.  Remarkable achievements of the building of medical and health 
service systems in rural areas: substantial increase of input in 
infrastructure facilities, considerable improvement of functional 
housing and basic equipment supply in rural medical and health 
institutions at three levels; increase of medical institutions and 
medical personnel, further strengthening of the building of rural 
medical and health service systems covering the three levels 
of county, township, and village; steady progress of the basic 
pharmaceutical system and gradual improvement of relevant 
supporting and reform measures; and conspicuous increase of 
person/times receiving diagnosis and treatment in rural medical and 
health institutions, remarkable uplifting of the level of basic medical 
and health services the rural residents are entitled to. Along with the 
further improvement of access to and facilitation of basic medical 
and health services in rural areas, person/times receiving diagnosis 
and treatment have increased by a big margin. 

  2.  Main problems found in audit investigation and their rectifi cation: As 
the audit investigation results show, the overall situations of the use 
of capital and project management in 10 provinces and 45 counties 
were good and no major law or regulation violations were found. 
However, in some areas and medical and health institutions, there 
existed such problems as time‐lag of the building of the contingents 
of health personnel and substandard management of construction 
and weak links in drug management. After the audit pointed out the 
problems, relevant localities and units have already corrected or are 
rectifying them.   

(continued )
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 In addition, audit investigations also found weak links in drug 
management in some areas. For instance, some basic‐level medical and 
health institutions run by the government continued to purchase and use 
medicines and sell basic medicines at added prices after the implemen-
tation of the basic pharmaceutical system. Some hospitals at the county 
level sold medicines at added prices. The prices of medicines bidding for 
regularized procurement were too high, and so forth. Offi ces in charge 
of health and pricing in relevant provinces and counties have combed 
through the local medicines and prices and, through handling regulation 
violations and confi scating unreasonable incomes from added prices, 
have strengthened the implementation of the basic pharmaceutical 
system by stepping up supervision, dissemination, education, and other 
measures.  2   

 II. REAL‐TIME AUDITING 

 As one of the audit modes, real‐time auditing (RTA) was primarily used in 
the area of auditing governmental investment at the beginning and gradually 
extended to other audit areas later on. The CNAO Program for the Develop-
ment of Audit Work 2008–2012  3   and the CNAO Program for the Development 
of Audit Work during the 12th Five‐year Plan  4   both clearly set forth the fol-
lowing: RTA shall be carried out in the entire process of major construction 
projects bearing on the people’s livelihood, matters relating to particular 
resource development and environmental protection, major emergencies 
relating to public matters, and implementation of major state policies and 
measures. Since 2008, audit institutions at all levels have explored and car-
ried out RTA in many areas, accumulated useful experience, and achieved 
remarkable effects that have won wide acclaim from all circles of society. 
Practice proves that RTA is not only an effective mode for carrying out perfor-
mance auditing, but also an important channel for displaying the “immunity 
system” of audit functions.  

 (1) Concept and Features of RTA  

 (a) Concept of RTA 

 RTA is the mode to carry out auditing in keeping with the progress of the matter 
to be audited. Whether RTA is necessary mainly depends on the progress of the 

(continued )
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audited matter. Therefore, RTA refers to the involvement by audit institutions 
at a certain key link during the course of the progress of the audited matter 
and a kind of persistent dynamic supervision activity following the progress 
of the audited matter.

(b) Features of RTA

RTA has both the common characteristics of auditing and its own distinct 
features. It is an innovation in audit modes. As auditing, it should main-
tain independence from the beginning to the end, accurately command its 
identity, rationally delimit the responsibilities of the audit and the audi-
tee, and refrain from engaging in the auditee’s vocational, productive, and 
operational activities, so as to prevent audit risks. Main features of RTA 
are as follows:

▪▪ Preventive audit objective. RTA cares for not only the result of the audited 
matter but also, more importantly, the progress of the audited matter. It 
lays stress on the timely discovery of problems and the timely setting forth 
of rectification ideas. It lays more stress on prevention and gives a better 
play to the “immunity system” of audit functions. RTA objective lays par-
ticular emphasis on promoting the smooth progress of the audited matter 
to ensure that “No problems, less problems, or at least no major problems 
will occur.”5

▪▪ Timely audit involvement. Different from the audit carried out after the 
end of the audited matter (time‐lag), RTA involvement is early, with the 
checkpoint moved forward and stress laid on simultaneous progress with 
the development of the audited matter, so that RTA will run through the 
entire process of the development of the audited matter.

▪▪ Continuity of audit process. RTA involvement implements entire‐process 
supervision over the development of the audited matter, embodies the con-
tinuity of audit process, enhances the frequency of audit supervision, and 
forms multiple audit supervisions over one and the same matter at different 
points of time. The audit cycle is generally rather long, featuring several 
times of on‐spot audit or even on‐spot residence in some cases.

▪▪ Extensive scope of audit contents. RTA is all‐dimensional audit supervision. 
Apart from an audit of the truth and lawfulness of fiscal revenues and 
expenditures, it lays special emphasis on the management and perfor-
mance of the audited matter. The audit scope and contents are more exten-
sive and comprehensive.
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(c) Specific modes of RTA

According to different features of the audited matter and the status quo of audit 
resources, audit institutions, in the process of carrying out RTA, may adopt 
different specific modes including periodic real time, selected‐point real time, 
and on‐spot real time. Periodic real time means that the audit team divides the 
entire auditing process into a number of phases in which it carries out auditing 
in regular intervals or at stages; selected‐point real time means that the audit 
team divides the work on the audited matter into a number of links from which 
it selects some focal links for auditing. On‐spot real time means that the audit 
team is stationed on the site of the audited matter and carries out simultane-
ous auditing along with the development of the audited matter. In planning to 
adopt the RTA mode in the implementation of audit projects, audit institutions 
should state clearly the specific RTA mode and requirements in their annual 
plans for audit projects.

(2) Identity and Superiority of RTA

(a) RTA identity

On the basis of RTA’s clarified concept, features, and modes, it is necessary to 
do an in‐depth analysis of and to grasp RTA’s identity in order to have a more 
comprehensive and accurate understanding of RTA.

▪▪ RTA is one of the audit modes. It is generally believed that the audit work 
of Chinese audit institutions mainly consists of the categories of audits and 
special audit investigations. Audits can be divided into financial audits and 
performance audits. In addition, accountability auditing is a kind of audit 
with Chinese characteristics. It can be said that the three categories of 
audits are all independent audits, while a special audit investigation is both 
an independent audit and a unique audit mode. RTA is different. It is only a 
unique audit mode but not an independent category of audit. The distinc-
tive feature of RTA is the time for audit involvement in the process of the 
development of the audited matter, and the audit implementation process 
moves forward simultaneously with the development of the audited matter. 
As a matter of fact, financial auditing, performance auditing, and special 
audit investigations on the one hand and RTA on the other are not mutu-
ally exclusive. In actual work, they can all adopt the RTA mode.

▪▪ RTA basic functions remain independently supervised. As mentioned ear-
lier, with the checkpoint moved forward, early involvement, wide scope 
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of involvement, and in‐depth involvement, RTA displays the distinctive 
feature and outstanding superiority of simultaneous progress of audit 
implementation and the development of the audited matter. In its imple-
mentation process, it is necessary to maintain audit independence, and 
prevent supervisors from deviating from their identity and playing the 
role of managerial personnel, thus leading to offside or bad positioning of 
audit functions. For instance, audits should not voice any opinions about 
matters relating to management, including whether a project should be 
initiated. They should not provide the auditee with any consultancy on 
the latter’s specific businesses. They should not directly engage themselves 
in the auditee’s managerial or productive and operational activities, such 
as helping the latter’s code standards, calculation, and quality‐certifica-
tion and price fixing of materials, playing the roles of both supervisors and 
managerial personnel, and confusing audit responsibilities with manage-
rial responsibilities.

▪▪ RTA is an effective channel to exercise the audit function “immunity sys-
tem.” It is imperative to exercise the audit function “immunity system” 
to integrate auditing work into the large pattern of economic and social 
development. Sometimes it is difficult for traditional auditing to discover 
problems in time, enabling many law violations to become established 
facts, resulting in irretrievable losses and the fact that the proposed ideas 
and recommendations can serve only as a kind of experience to learn from 
or an admonition. Owing to early involvement, wide scope and contents 
of involvement, in‐depth involvement, and simultaneous progress with 
the development of the audited matter, RTA is able to discover problems 
and find the loopholes in management in time. RTA’s objective is to nip 
the problem in the bud and resolve the problem in the process so that the 
auditee and audited matter will have no problems or fewer problems, or at 
least no major problems. Laying special emphasis on prevention, RTA can 
better perform the audit function “immunity system.”

(b) Main superiorities of RTA

Traditional audit mode is mainly after the event static audit, with time‐lagged 
involvement in a passive way. Traditional auditing can differentiate the 
responsibilities between the auditor and the auditee, contribute to capital‐
saving, and enhance effects. However, owing to the lack of real‐time audit-
ing in the process of the development of the audited matter, it is impossible 
or difficult for traditional auditing to discover problems in time, enabling 
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many law violations to become established facts and resulting in irretriev-
able losses. Traditional auditing is only like “waiting until the dust settles to 
square accounts,” and “mending the fold after a sheep is lost”—not conducive 
to the settlement of issues. This is the inherent limitation and deficiency of 
the traditional audit mode.

By stressing forward movement of checkpoints and entire‐process super-
vision, RTA can nip the problem in the bud. By involvement in the progress of 
the audited matter, it can grasp information in time, discover weak links and 
existing problems in management, and set forth recommendations with clear 
aims. RTA involvement embraces comprehensive contents. This multidimen-
sional audit supervision has expanded audit thinking, broadened audit areas, 
and deepened audit content. Thus it can give effective play to the role of the 
“immunity system” of audit functions. Therefore, RTA is a new mode in modern 
auditing and a development and improvement of the traditional audit mode. It 
has realized the transformation from static, passive auditing to entire‐process, 
dynamic auditing.

RTA has also met challenges in practice, mainly as follows: In actual RTA, 
sometimes it is difficult to differentiate the audit responsibilities and the audi-
tee’s management responsibilities. Its implementation takes a fairly long time, 
creates a heavy workload, and has high audit costs. It requires higher demands 
on audit technology and methods, and some of the existing audit personnel find 
it difficult to be qualified. Employment of considerable numbers of personnel 
from intermediary agencies and relevant professional personnel from the soci-
ety increases management difficulties and audit risks, including confidential-
ity and clean and honest conduct. It has set forth new requirements for audit 
outcome and assessment and appraisal of the performance of audit personnel.

(3) Procedures of RTA

As compared with project auditing, RTA procedures have the following five 
features:

	 1.	 Audit project initiation. Initiation of audit projects should usually take 
into consideration three factors apart from the tasks assigned by the supe-
rior level. First, whether it is necessary to adopt the RTA mode: In theory, 
all audit projects can adopt the RTA mode. However, owing to various 
reasons, RTA has not been applied to all audit projects. Initiation can start 
only with matters that need RTA and can have RTA carried out. Next, 
whether it can yield the anticipated benefit: Initiation can start only with 
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matters that can yield economic, social, macro‐, and microbenefits. Finally, 
whether audit risks can be controlled: Initiation can start only with mat-
ters whose risks can be effectively controlled and audit quality assured.

With regard to cross‐year projects that adopt RTA mode, the implemen-
tation should be listed as “follow‐up audit” in the audit project plan of the 
corresponding year in the succeeding years after the year of initiation.

	 2.	 Auditing program. RTA projects jointly implemented by a number of 
audit teams under the unified organization of audit institutions or one 
category of an audit project implemented separately should have a pro-
gram prepared for audit work on the said project or category of project, 
according to which relevant audit teams formulate RTA implementation 
programs. With regard to cross‐year RTA projects or RTA projects to be 
implemented several times, audit institutions and relevant audit teams 
should formulate audit working programs and audit implementation pro-
grams in the first years of implementation, or at the time of first implemen-
tation, make unified and overall arrangements for the entire RTA process 
and, in each of the successive years or each time of auditing, formulate a 
separate annual plan or audit working program and audit implementa-
tion program.

Before preparing for audit programs, audit institutions should carefully 
carry out investigations into the overall situation of the auditee and the 
matter to be audited, analyze relevant materials obtained from the inves-
tigations, and rationally determine the audit objective, contents, and focal 
points. The overall situation of the auditee generally covers the affiliation 
of fiscal and financial affairs, the auditee’s basic functions and scope of 
businesses, its major business activities, internal control situation, its pro-
fessional features, and so forth. The overall situation of the audited matter, 
apart from relevant policy background and objectives, should focus on the 
sources, scale, and managerial and operational procedures of capital.

Each audit carried out annually in the successive years or after the sec-
ond time should pay attention to its linkage with the audits already carried 
out, such as maintenance of relatively stable audit personnel and preven-
tion of excessive staffing or excessively frequent changes of personnel; full 
use of the situation and materials already in hand from previous audits to 
prevent divorce of successive audits, still less groundlessly contradicting 
successive audit conformations; incorporation of rectification outcome of 
previous audits into the current RTA as important contents for supervi-
sion, implementation, checkup, and verification. The preparations for an 
RTA work program and audit implementation program, procedures for 
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approval, focal points of content, and requirements for RTA work are not 
much different from those of a normal audit.

	 3.	 Audit notification. According to RTA features such as multiple times of 
implementation and long time span, audit institutions may, in the first year 
or at the first time of RTA implementation, work out and serve once and for 
all an audit notification in which the specific RTA mode and requirements 
are listed and the rough frequency and time limit of successive RTA are 
specified. There is no necessity for repetition in each of the successive years 
or each time after the second time. Audit notification may also be worked 
out and served in accordance with necessity.

	 4.	 Audit results. In the RTA implementation period, audit institutions may, 
through the form of “Circular on Audit Situation,” in a timely fashion keep 
the auditee and its competent departments informed of the audit situation 
and problems found in the audit, set forth RTA opinions and recommen-
dations with clear aims, and require rectification by drawing inferences 
from one instance about other cases. In order to simplify the operational 
procedures and enhance efficiency, a “Circular on Audit Situation” may be 
directly served to the auditee in the name of an audit team with authoriza-
tion of audit institutions. In order to prevent audit risks and ensure audit 
quality, the contents of the circular should go through certain procedures, 
such as audit review, examination, and approval according to specific cir-
cumstances. After going through such procedures, the circular should 
be served in time as required by regulations to the auditee, which should 
carry out rectification accordingly. The auditee’s rectification situation and 
results should be grasped.

Apart from setting forth audit opinions and recommendations through 
the form of a “Circular on Audit Situation” in the course of audit imple-
mentation, audit institutions should, after the entire RTA process is over, 
produce a complete audit report to comprehensively and systematically 
reflect the basic situation of the entire RTA, main problems found in the 
audit, audit opinions and recommendations, and the rectification of the 
auditee. Main problems found in the audit cover mainly important prob-
lems already rectified and problems yet to be rectified. With regard to a 
cross‐year RTA project, the audit team should submit every year to audit 
institutions an annual report of the current year. The annual report usu-
ally covers the basic situation of RTA in the current year, problems found 
in the audit, audit opinions and recommendations, and the rectification of 
the auditee. Annual audit reports and the complete audit report after audit 
completion should, in strict accordance with the regulations of the Audit 
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Law and Audit Standards, go through corresponding procedures, such as 
soliciting written opinions of the auditee, as well as review, examination, 
and approval by audit institutions.

	 5.	 Audit files and announcements. Audit institutions should require audit 
teams to designate special personnel to regularly place audit documents on 
file. With regard to cross‐year RTA projects, the audit team may designate 
special personnel to take charge of the collection, sorting out, and preserv-
ing of RTA materials for filing. It may also place the materials in a file as a 
complete audit project after the RTA project is over.

Audit institutions should, in accordance with the principle of “making 
announcements while auditing; he who carries out the audit shall make the 
announcement,” announce the RTA results in accordance with the prin-
ciples and procedural requirements for announcements of audit institutions 
respectively in the process of RTA, after annual RTA and after completion 
of the entire RTA project. With regard to audit projects in which different 
levels of audit institutions participate at difference times under the unified 
organization of audit institutions, the RTA results should, in principle, be 
announced in a unified way by the audit institution in charge of the project.

(4) Categories of RTA

According to different contents of audited matter, RTA can be divided into three 
main categories: RTA of a project, RTA of capital, and RTA of a policy. The main 
contents of RTA of a project are investment projects and resources environ-
ment development projects, such as the audit of Olympic sport venues and the 
Three Gorges Project. The main contents of RTA of special capital are fiscal 
capital or various categories of special capital, such as the audit of the capital 
for the comprehensive development of agriculture, and audit of the capital for 
social security. The main contents of RTA of a policy are the implementation 
of relevant policies, such as the audit of the implementation and effect of the 
central measures for expansion of domestic demands to promote development.

In actual audit work, sometimes it is very difficult to differentiate project, 
capital, and policy. An RTA matter often simultaneously involves the three 
aspects of project, capital, and policy. For instance, RTA of special capital usu-
ally takes the raising, distribution, management, and use of capital as its main 
content. However, in order to deepen RTA of special capital, it is necessary to 
carry out auditing of projects involving special capital or of the implementation 
of the policy relating to the special capital. Therefore, audit personnel should 
rationally command the relationships among project, capital, and policy and 
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determine the audit contents and focal points according to actual necessity. In 
carrying out RTA of a project, the audit should focus on the initiation, construc-
tion, and effect of the project. Meanwhile, an audit of the management and use 
of capital may also be carried out, but only under the circumstances that the 
background of the project construction has been closely followed. In carrying 
out RTA of special capital, the audit should focus on the raising, distribution, 
use, and performance of capital. In order to confi rm the use of special capital, 
auditing can also be carried out of some selected relevant projects, but such 
audit should be carried out in the process of the use of the entire capital. In 
carrying out RTA of a policy, the audit should focus on the implementation 
and effect of the policy, as well as the formulation, implementation, and effect 
of supporting policies and measures. At the same time, auditing should be car-
ried out of policy‐related projects and capital in accordance with necessity, but 
such auditing is only for the purpose of confi rming the implementation and 
effect of a policy.       

    CASE 5.2: REAL‐TIME AUDIT  

 Since September 2008, with the aim of promoting smooth reconstruc-
tion and ensuring no big problems occur in the disaster‐stricken area, 

the CNAO has been organizing audit institutions to audit reconstruction 
projects over the past three years in the Wenchuan area hit by a dev-
astating earthquake. Some 11,648 auditors plunged into RTA on 27,902 
reconstruction projects with planned investment of 767.8 billion yuan, 
and conducted fi nal accounts auditing of 17,329 completed reconstruc-
tion projects. A total of 4,377 auditing reports were produced, alongside 
14,680 audit bulletins. This helped promote the rehabilitation work. 

 III. GRAND PATTERN OF FINANCIAL AUDITING 

 Financial auditing (FA), as an eternal subject and basic function of national 
auditing, is an important system arrangement to promote the improvement 
of national governance and safeguard democracy and the rule of law. Along 
with the deepening understanding of the nature of national auditing, audit 
institutions and auditors at all levels have kept improving the FA organiza-
tional mode, from auditing an individual project alone to auditing a number 
of projects combined. In view of probing into the grand pattern of FA, more 
stress is laid on the integration of audit resources, on taking advantage of the 
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strength of various professional audits, and on giving play to the effect of FA 
as an integral whole. FA work has made new progress, featuring considerable 
enhancement of the depth, magnitude, and tiers of auditing, thus performing 
the “immunity system” function in promoting the reform of finance and taxa-
tion and ensuring the healthy operation of the economy and society.

(1) Practice of Building a Grand Pattern of FA

As national economic activities, the organization of revenues, arrangement of 
expenditures, management of capital, and overall balance constitute a complete 
system of finance. Correspondingly, FA, taking national finance as its audit tar-
get, should be likewise a complete system, to promote the intactness of national 
finance through the intactness of FA. Therefore, building a grand FA pattern is 
closely linked with the integration of audit resources. In June 2003, the CNAO 
set up a leading group for coordinating FA to probe into FA unification and the 
integration of audit resources. In September 2005, the CNAO formulated the 
Opinions about Further Deepening FA Work, setting forth the “Five Unification” 
principle (i.e., FA should stick to a unified audit plan, unified audit program, 
unified audit implementation, unified audit report, and unified audit handling). 
In June 2008, the CNAO clearly stated in the CNAO Plan for the Development 
of Audit Work 2008–2012 that it is necessary to integrate audit resources and 
build a grand pattern of national FA. In March 2009, Auditor‐General Liu Jiayi 
set forth the “four musts” at the CNAO‐sponsored training class on FA projects: 
Audit plans must be integrated, audit resources must be integrated, different 
audit projects or categories must be integrated, and audit information must be 
integrated at the high levels of fiscal management institutions, systems, and per-
formance. At the seminar on national audit work held in Dalian in July 2010, the 
National Audit Office clearly stated that it is necessary to “strive for building a 
grand pattern of FA featuring unified objectives, dovetailed contents, clear tiers, 
and interaction between the higher and lower levels” so as to further enhance 
the entirety of the macro‐ and constructive natures of FA.

In the FA for the year 2009, the CNAO started research on building a grand 
pattern of FA and probed into building a completely new FA working system. It 
achieved an initial result, enhanced the time‐effect of auditing, upgraded the 
level of “two categories of reports,” and avoided the phenomenon of repeated 
entries in one same entity. In the FA for the year 2011, the CNAO, taking audits 
of and investigations into governmental revenues and expenditures at the 
county level as the platform, arranged three supporting projects, establishing 
closer links among various audit projects.
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 (2) Connotation and Focal Points of Grand Pattern of FA 

 According to the practical experience of FA in recent years, the grand pattern 
of FA at the level of central FA refers to interactions among various professional 
audits, among bureaus dispatched by vocational departments, between voca-
tional departments and dispatched offi ces, in such aspects as the planning, imple-
mentation, report, outcome utilization, handling, and punishment as well as 
rectifi cation under the precondition of identical objectives, and with coordination 
of local audit institutions, realization of the leading roles of  Ministry of Finance 
and NDRC in auditing, and the supporting role of other professional audits. Spe-
cifi cally speaking, it is necessary to do a good job in four aspects, as follows.  

 (a) Integration of FA Plans 

 Audit institutions at all levels should, in line with the central tasks of the govern-
ment and the status quo of fi nancial reform and management, make studies on 
and set forth the overall objective and a package project plan of FA in a specifi ed 
period and gradually establish an assessment system after a major FA project has 
fi nished. In the arrangement of the annual audit plan, the CNAO presents the 
report on audit work to the NPC Standing Committee as entrusted by the State 
Council as the starting point and, in line with the audit objectives, makes overall 
arrangements, with the specifi c organization of the Ministry of Finance, for car-
rying out auditing of budget implementation by central departments, auditing of 
departmental budget implementation, auditing of key special capital, and so forth 
to ensure coordination of various FA contents and mutual support of views. In 
formulating an annual audit plan, it is necessary to take into consideration the 

    TERMINOLOGY: TWO REPORTS—REPORT 
ON AUDIT RESULTS AND REPORT ON 
AUDIT WORK  

 Report on audit results refers to the report submitted annually by audit 
institutions in accordance with laws and regulations to government 

leadership at the corresponding level on the audit results of budget imple-
mentation and other fi scal revenues and expenditures for the previous year. 
Report on audit work refers to the report presented annually by audit insti-
tutions as entrusted by the government at the corresponding level in accor-
dance with laws and regulations to the standing committee of the people’s 
congress at the corresponding level on the audit of budget implementa-
tion and other fi scal revenues and expenditures for the previous year. ◾ 
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overall objective of national FA, the audit contents, and focal points so as to avoid 
such situations as FA projects not being integrated, with each going its own way.

(b) Integration of FA Strength

Audit institutions at all levels should establish working mechanisms for leader-
ship, organization, coordination, and communication, and specify equally and 
in a balanced way to various audit vocational departments the various audit 
projects incorporated into the overall plan for auditing budget implementation 
at their corresponding levels. It is necessary to step up overall coordination in 
the implementation process and strive for the issuance of one audit notifica-
tion, and the organization of one audit team for one auditee so as to avoid the 
problem of repeated entries and repeated audits of an entity.

(c) Integration of FA Modes

It is necessary to insist on organic integration of various audit categories and 
modes according to the project features, and actively probe and popularize FA 
managerial methods of multiprofession integration, multiangle analysis, and 
multidirection combination, so as to intensify audit efforts to meet the multiple 
needs of economic and social development of auditing.

(d) Integration of FA Outcomes

It is necessary to integrate audit outcomes at the height of boosting fiscal man-
agement, promoting fiscal reform, and uplifting the level of fiscal performance, 
comprehensively reflect problems relating to institutions, mechanisms, and 
systems, and put forward counterproposals on policy. It is necessary to further 
enhance the macro and comprehensive substance of the “two categories of 
reports,” explore and voice integral opinions on budget implementation and 
other fiscal revenues and expenditures, and strive for the integration of audit 
assessment, problems found in the audit, and the causes, handling, and recti-
fication thereof into an integral whole so as to provide the government with a 
better basis to step up macromanagement and provide the NPC and its Standing 
Committee with a reference for their review of budget and final accounts and 
their supervision of budget implementation.

(3) Ways to Build a Grand Pattern of FA

Constructing the great pattern of fiscal audit must follow the principles of unified 
objective, connected content, distinct level, and connecting the National Audit 
Office with local audit offices, with comprehensive consideration given to working 
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mechanism, plan management, and use of achievements, instead of simple super-
position of several audit projects or the simple piecing together of different majors.

	 1.	 Improve work mechanisms and establish leading and coordina-
tive bodies for a grand pattern of FA. Audit institutions shall earnestly 
enhance the authority and independence of leading and coordinative bod-
ies, establish effective mechanisms for policy making and management, 
enhance the supply standards of coordinative bodies, and allocate profes-
sional personnel and forces. And they shall intensify efforts in the train-
ing of composite fiscal audit personnel, boost research on and analysis of 
economic situations, fiscal management, and fiscal policies. In day‐to‐day 
work, it is necessary not only to coordinate the relations among various 
professional audits, but also to handle the appeals of local audit institutions 
relating to guidance, technology, and coordination, and to strengthen 
coordination, cooperation, and mutual trust between audit institutions at 
higher and lower levels, so as to form an effective networking mechanism 
and enhance FA efficacy in earnest.

	 2.	 Improve planning and management modes, set up dynamic audit 
project banks, and improve the mechanism for examination and 
assessment. Under the idea of grand FA pattern, FA is a conglomeration 
of different audit projects. There exists a relationship of coordination and 
cooperation among these audit projects. It is necessary to establish an FA 
project pool reflecting the requirements of the situation in line with differ-
ent FA objectives in different periods and formulate plans for audit projects 
in accordance with FA features. Establish scientific, rational, objective, and 
fair FA examination and appraisal systems to make assessment of units 
participating in audit projects achieve effective control of FA quality.

	 3.	 Grasp the connotations of finance comprehensively, define FA 
scope completely, and promote all‐inclusive budget management. 
It is necessary to lay stress on the effect of financial management, finan-
cial system, and financial policies, and incorporate into the FA scope all 
revenues obtained by relying on public authority and performing public 
functions. At present, it is necessary to step up auditing of public budgets, 
fund budgets, operational budgets of state‐owned capital, and social secu-
rity budgets, so as to promote the openness of budgets, enhance the effect of 
budget implementation, safeguard financial security, and build a complete 
financial budget system, laying stress on the lawfulness and authenticity of 
budget implementation while paying attention to the effect and openness 
of budget implementation.
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   4.   Build a system of FA methods, and comprehensively enhance FA 
capacity.  It is necessary to probe and build a system of FA methods with 
“macro policy—project (activity)—budget—capital—management—
effect” at the core. Horizontally, step up the auditing of various elements 
such as national fi nancial revenues, expenditures, and management, and 
pay attention to the linkage between various elements. Vertically, carry out 
auditing of various elements such as policy, project, budget, capital, manage-
ment, and effect relating to different projects and pay attention to whether 
various policies are coordinated, whether budget distributions are fair and 
reasonable, and whether a project conforms to the trend of fi nancial reform. 

   5.   Set up a platform for sharing audit outcomes, enhance totality of 
audit outcomes, and uplift the level of audit outcomes.  It is necessary 
to adjust the year of the FA project from calendar year to the report year, 
and enable the “two categories of reports” to become “road signs” leading 
the organization and implementation of FA and the main platform refl ect-
ing audit outcomes. Carry out “integrated” and “systematic” processing of 
various professional audit outcomes, make audit more integral and more 
macro, amass various outcomes into an organically connected system of 
audit outcomes, and uplift the level of FA outcomes.   

    CASE 5.3: AUDIT OF THE CENTRAL 
BUDGET IMPLEMENTATION FOR 2013  

Audit of the implementation of the central budget revenues and 
expenditures and the draft fi nal accounts.  The audit was focused 

on the overall situation of central budget implementation and draft fi nal 
accounts, to be verifi ed with treasury fund collection and payment as well 
as capital allocation. As the central fi nal accounts (draft) prepared by the 
Ministry of Finance shows, in 2013 the central public fi scal budget revenues 
totaled 6,119.848 billion yuan and expenditures totaled 6,969.848 billion 
yuan, with a defi cit of 850 billion yuan, equal to the budget. The central gov-
ernmental fund budget revenues totaled 508.659 billion yuan and expendi-
tures totaled 417.946 billion yuan, with 90.713 billion yuan of surplus carried 
over to the next year. The operational budget revenues of central state‐
owned capital totaled 113.038 billion yuan and expenditures totaled 97.819 
billion yuan, with 15.219 billion yuan of surplus carried over to the next year. 

 As the audit results show, the overall situation of the central fi s-
cal budget implementation was good. The preparation for draft fi nal 

(continued)
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accounts was fairly up to standard. However, the differentiation of 
various kinds of budget revenues and expenditures was not very clear. 
The compactness and accuracy of budgets were yet to be improved. 
The prepared contents of draft fi nal accounts were not suffi ciently 
clear. The delimitations of public fi scal budgets, governmental fund 
budgets, and state capital operational budgets were not suffi ciently 
clear. The state capital operational budget scope was not complete. 
Revenues from various categories of budgets for special use could 
not be planned as a whole for use. This was not conducive to bringing 
capital into effect in time. 

  Audit of Central Fiscal Management.  In 2013 the Ministry of 
Finance, National Development and Reform Commission (NDRC), and 
other departments strictly implemented fi scal budgets and increased 
input in key areas, including the people’s livelihoods. Their budgets 
steadily became more standardized and transparent. However, the right 
to and responsibility for budget capital allocation had not been com-
pletely streamlined. Some irregular problems still existed in the manage-
ment and use of fi scal capital: Collection and warehousing of capital as 
well as approval for budget were not up to the norms; there was failure in 
streamlining purse‐string power and duties; streamlining and integration 
of special transfer payment were not in place; part of fi scal capital was not 
properly allocated, with some irregularly used; sediment of capital at the 
treasury of each level hindered the capital from playing a full role in use; 
management of local treasuries was not adequate, and breaches of regu-
lations existed in the fi nancial management of some localities. In addition, 
auditing was also carried out of the management of investments by the 
Social Security Fund. 

  Audit of the Budget Implementation and Draft Final Accounts of 
Central Departments.  The audit was focused on 38 central departments 
and extended to 389 units affi liated with these departments. The audit 
covered 154.238 billion yuan of budget expenditures, accounting for 33.38 
percent of the total yearly budgets of these departments. As the audit 
results show, the budget implementation of these departments for this 
year was good in general. On average, budgets were in place at the rate of 
96.95 percent at the beginning of the year. Fiscal appropriations for three 
public expenses (expenditures for offi cial hospitality, purchase and use of 
offi cial cars, and overseas visits for offi cial purposes) and conference fees 
were down by 22.93 percent as compared with the previous year. However, 
up to the end of 2013, 14.14 percent of the departmental budgets had not 
been implemented. In addition, some departments and their subordinate 
units had failed to strictly implement the CPC Central Committee’s eight‐
point decision on improving Party and government conduct and the State 
Council’s three‐point decision on curbing government spending. Some 
violated regulations of fi nancial and economic systems. 

(continued )
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       IV. UNIFIED ORGANIZATION OF A LARGE‐SCALE 
AUDIT PROJECT 

 The unifi ed organization of a large‐scale audit project refers to an audit project 
jointly carried out by lower‐level audit institutions in the whole country or 
whole province, or in a relatively large scope under the unifi ed organization 
of higher‐level audit institutions. In this way, through the audit of some major 
matters that the government cares for and attaches importance to and the gen-
eral public are universally concerned about, by pooling together the strength of 
audit institutions at all levels, the synergy of audit supervision can be effectively 
brought into play and the integral, macro‐, and constructive attributes of audit 
work enhanced. It is an important channel and anchor for audit institutions 
to practice scientifi c audit ideas, play the role of auditors and supervisors at 
a higher level, bring the “immunity system” of audit function into full play, 
and improve state governance. Over many years, the CNAO and local audit 
institutions carried out large‐scale audit projects under a unifi ed organiza-
tion with positive effects and accumulated some experience in organization 
and management. For instance, in accordance with the arrangement of the 
State Council, the CNAO organized audit institutions throughout the country 
to carry out an audit of grain in 1998, screened the nationwide grain system 
for newly increased on‐record fi nancial accounts and irrational occupation 
of loans, and carried out an audit of the assets, liabilities, profi ts, and losses of 
grain storehouses that were to be upgraded to the central level, thus playing 
a signifi cant role in promoting the reform of the nationwide grain circulation 
system. In 2011 and 2013, the CNAO organized audit institutions throughout 
the country to carry out an audit of local governmental debts in the whole 
country, gained a clear understanding of the base number, origin, and growing 
process of governmental debts in China, exposed existing main problems and 
hidden risks, and set forth audit recommendations, thus providing signifi cant 
references for policy making of the central authorities to step up the manage-
ment of local governmental debts and establish standardized mechanisms for 
local governments’ borrowing and fund‐raising. In 2012, a nationwide audit 
of social security was conducted, which provided a clear view of the overall 
situation of 18 social security funds, objectively evaluated the achievement of 
social security, accurately exposed problems, made audit recommendations, 
and played a very important role in further improving the Chinese social secu-
rity system and maintaining the public’s interests. The unifi ed organization of a 
large‐scale audit project has become an important mode for organizing audits 
by audit institutions in China at present.  
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(1) Features of the Unified Organization of a Large‐Scale 
Audit Project

In comparison with audits of specific units and projects, the unified organiza-
tion of a large‐scale audit project has its own features, as follows:

	 1.	 Big influence and sensitive audit task. Large‐scale audit projects under 
a unified organization are mostly audit tasks with a rather high‐profile 
political nature, originated by the government, to which the leadership 
attaches importance. Take, for example, the audit of grain in 1998; it was 
a matter originated by the then premier Zhu Rongji in order to implement 
the spirit of the national conference on the reform of the grain circulation 
system. The audit of local governmental debts in 2011 was originated by 
the then premier Wen Jiabao in accordance with the arrangement of the 
central economic conference. It was written into the Report on the Work 
of the Government, and the State Council especially formulated and issued 
a program for audit work. In 2014, the audit of revenues and expenditures 
of land leasing and farmland protection was stated in the government 
working report. The contents of large‐scale audit projects under a unified 
organization are mostly related to national economic and social security 
as well as the security of livelihoods and therefore are rather sensitive. For 
example, auditing local governmental debts involved issues bearing on 
national economic security. It was closely followed by governments at all 
levels, all circles of the society, and world opinion.

	 2.	 Macro‐ and constructive audit objective. The objective of an audit of 
a specific unit and project is mainly to exercise supervision over the truth, 
lawfulness, and effect of the auditee’s fiscal and financial revenues and 
expenditures, with a focus on safeguarding national fiscal economic order 
and enhancing the effect of the use of fiscal capital, while a large‐scale 
audit project under a unified organization focuses on a comprehensive 
audit of specific matters with overall, universal, and tendentious natures 
from a macro‐ and overall perspective. The latter pays attention to major 
institutional obstacles, systemic defaults, and management loopholes, and 
promotes the building of institutional mechanisms conducive to scientific 
development and the deepening of reform and system building. Therefore, 
the unified organization of a large‐scale audit project, with more macro‐
objectives, can take better advantage of the constructive role of audit 
supervision and better serve macropolicy decisions at higher levels. For 
example, the objective of auditing local governmental debts throughout 
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the country was not only to get a clear picture of the base number, but also 
to expose problems and analyze their causes. The fundamental objective 
was to promote the healthy establishment of a standardized mechanism 
of local governments’ borrowing and fund‐raising.

	 3.	 Systemic and comprehensive audit contents and scope. Since the 
unified organization of a large‐scale audit project focuses on macro‐
objectives and the overall situation to serve macropolicy decisions, its 
audit contents and scope are more systematic and comprehensive than 
auditing a specific unit and project. The scope of audited capital gener-
ally covers the entire capital of a certain category or certain item. The 
scope of the audited region generally covers a whole province or even the 
whole country. The audit contents generally cover all links in the raising, 
management, distribution, and use of capital. It often takes a longer time, 
so as to reflect the situation and analyze problems in a more comprehen-
sive, historical, and systematic way. For example, in 2011, the audit of 
nationwide local governmental debts covered the debts in eight years by 
all governments at the provincial, city, and county levels throughout the 
country. In 2012, the scope of the national audit of social security capital 
covered the capital of 18 items of 12 categories in three parts: the social 
security fund, social rescue capital, and social welfare capital. In 2013, 
the scope of the audit of nationwide governmental debts covered govern-
ment at central, provincial, municipal, county, and township levels. The 
audited units included all departments and subordinates under the State 
Council, Xinjiang Production and Construction Corps, China Railway Cor-
poration, the Export‐Import Bank of China, the Agricultural Development 
Bank of China, the China Development Bank, Central Huijin Investment, 
and local government, institutions entitled to financial subsidies, govern-
ment financing platform firms, and so on.

	 4.	 Unified and coordinative audit organization. The unified organiza-
tion of large‐scale audit projects involves extensive contents, wide scope, 
and big numbers of participating audit institutions and auditors. The audit 
results must be pooled together at each and every level. It is imperative to 
have tight organization, unified command, unified implementation, scien-
tific management, unified preparation of the audit program, unified design 
of the audit statement, unified standards, unified vocational training, a 
unified audit report, a unified audit announcement, and integrated audit 
resources so that audit institutions at all levels will interact, collaborate 
closely, support each other, and coordinate to ensure the ultimate achieve-
ment of the audit objective.
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	 5.	 Wide‐ranging and multitiered audit actors. A large‐scale audit project 
under a unified organization covers wide‐ranging contents and involves 
governments at multiple levels; the audited matter involves long time span; 
and the audit must be carried out in the same organized time span. The 
pressing time and heavy task impose high demands on audit resources. It 
is necessary to pool the strength of audit institutions at multiple levels and 
give play to their integral synergy to accomplish the task. Therefore, the 
audit project involves big numbers of audit institutions and auditors. For 
example, the audit of nationwide governmental debts had the participation 
of 41,300 auditors from 18 of the CNAO’s resident audit offices and audit 
institutions at the provincial, city, and county levels all over the country, 
and the audit work lasted more than two months.

	 6.	 Wide‐ranging and far‐reaching audit impact. Large‐scale audit proj-
ects under a unified organization are usually major projects that the gov-
ernment cares for and pays great attention to and the general public is 
universally concerned about, involving multiple tiers of governments and 
units. It is necessary to produce audit reports to governments at various 
levels, to expose problems, analyze the causes, make recommendations, 
and set forth rectification requirements. The audit results are more sys-
tematic, comprehensive, and authoritative. Therefore, their impacts are 
far more wide‐ranging than the impact of an audit of a specific ordinary 
unit and project.

(2) Significance of the Unified Organization  
of a Large‐Scale Audit Project

The unified organization of a large‐scale audit project can effectively inte-
grate the human resources of audit institutions at all levels, give full play to 
the integral synergy of audit institutions, perform the “immunity system” of 
a national audit at a higher level, and promote the improvement of national 
governance.

	 1.	 It is conducive to giving full play to the “immunity system” of audit 
function and promoting the improvement of national governance. 
Along with continuous economic and social development and ever deep-
ening reform and opening‐up, all kinds of complicated and deep‐rooted 
contradictions emerged one after another. It is all the more necessary 
for reform to achieve breakthroughs in key areas and at key links. Like-
wise the difficulty of reform in tackling thorny issues also increases. The 
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realistic national conditions objectively require the central authorities and 
localities to step up efforts on the overall arrangement of reform at higher 
levels, to truly uplift reform to the institutional, mechanism, and systemic 
levels. In order to bring into better play the audit function of supervision, 
national auditing, with inherent functions of prevention, exposition, and 
resistance, and as an “immunity system” in the large system of national 
governance, must suit the needs of reform and development and show its 
integral, macro‐, and constructive attributes even better. It is necessary, 
in line with the audit functions and the requirements of superior levels, to 
start from major matters that the state cares for and attaches importance 
to, the general public is universally concerned about, and that bear on 
the overall situation of economic and social development, to lay stress on 
exposing problems, analyzing their causes, and making recommendations 
at the institutional, mechanism, and systemic levels, and to provide reform 
with reliable support to policy decisions, thus promoting the improvement 
of national governance. Therefore, the unified organization of audit insti-
tutions at various levels to carry out selected large‐scale audit projects in 
line with the central tasks and focal points of national governance will 
inevitably become an important channel for national auditing to play the 
role of promoting good national governance and scientific economic and 
social development. It is conducive to performing the “immunity system” 
function by national auditing.

	 2.	 It is conducive to bringing into play the audit institutions’ supe-
riorities of independence and freedom from interference. Compre-
hensive, true, and reliable information constitutes the basis of reference 
for governments at all levels to make important decisions on deepen-
ing reform and improving systems. Because of imperfect institutions 
and mechanisms, dispersed management and partition of departmental 
interests as well as historical reasons, governments at various levels often 
find it difficult to have a comprehensive and accurate grasp of relevant 
information and situations. Audit institutions, as an exclusive depart-
ment in charge of economic supervision as endowed by the Constitution 
of the People’s Republic of China, have superiorities and features of inde-
pendence, freedom from interference, and professional knowledge. First, 
its constitutional status endows national auditing with the power to get 
relevant information. Second, truth, lawfulness, and effect constitute the 
basic objectives of national auditing. Audit institutions can provide the 
government with accurate, reliable, and complete information and situ-
ations through audit supervision over the truth, lawfulness, and effect of 
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state fiscal revenues and expenditures. Third, independence and freedom 
from interference in national auditing constitute the important guaran-
tee of objective and fair audit results. Therefore, the unified organization 
of a large‐scale audit project can give full play to audit institutions’ supe-
riorities of independence, freedom from interference, and professional 
knowledge and their unique role, and provide governments at all levels 
with the basis for policy decisions. For a long time, China’s local govern-
mental debts had such problems as unclear base numbers and risks and 
unhealthy mechanisms for borrowing and fund‐raising, which became 
a major hidden danger in China’s financial security. Through the audit 
of nationwide governmental debts, the situation was ascertained, prob-
lems exposed, causes analyzed, and recommendations set forth, which 
provided the central authorities with true and reliable data information 
for policy decisions.

	 3.	 It is conducive to giving play to the superiorities of the audit super-
vision system with Chinese characteristics. As the Constitution of 
the People’s Republic of China stipulates, the State Council establishes an 
auditing body to supervise through auditing the revenues and expendi-
tures of all departments under the State Council and of the local govern-
ments at various levels, and the revenues and expenditures of all financial 
and monetary organizations, enterprises, and institutions of the state. 
The CNAO, as a component department of the central government, takes 
charge of the audit work throughout the country under the direction of the 
premier of the State Council. Audit bodies are established by local people’s 
governments at or above the county level. They carry out audit work in 
their respective areas under the leadership of the government at the cor-
responding level and the auditing body at the next highest level. Exercising 
leadership of the higher‐level auditing body over the lower‐level auditing 
body is one of the superiorities of the audit supervision system with Chinese 
characteristics. Under this system, the higher‐level auditing body will be 
able to organize and lead lower‐level auditing bodies in carrying out large‐
scale audit projects, form synergy in auditing, and fully perform the audit 
supervision function.

	 4.	 It is conducive to strengthening audit professional guidance and 
boosting communication and coordination among audit institu-
tions. It is stipulated in the Audit Law of the People’s Republic of China that 
local audit institutions at various levels shall be accountable and report on 
their work to the people’s governments at the corresponding levels and to 
the audit institutions at the next higher levels, and their audit work shall be 
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directed chiefly by the audit institutions at the next higher levels. It means 
that local audit institutions implement the “dual leadership” system. The 
unified organization of a large‐scale audit project can boost the leadership 
of higher‐level audit institutions over lower‐level audit institutions in audit 
work, and give guidance to lower‐level audit institutions in such aspects 
as audit objectives, trends of thought in audit work, organizational modes, 
and technical methods, enhance coordination, collaboration, communi-
cation, and exchanges between higher‐level and lower‐level audit institu-
tions, thus uplifting the aptitude and capability of auditors.

(3) Difficulties and Challenges Facing the Unified 
Organization of a Large‐Scale Audit Project

The unified organization and implementation of large‐scale audit projects is 
more complicated and difficult due to extensive audit coverage, a long audit 
chain, and more participants and more levels needing coordination between 
upper and lower levels, as shown in the following aspects:

	 1.	 Challenges facing the integration of audit resources. The unified 
organization of a large‐scale audit project requires scientific organization 
of auditors in a large‐scale, full mobilization of the initiative of audit institu-
tions and auditors at all levels and full play of the integral efficiency of audit 
institutions at all levels. This makes a very high demand on the integration 
of audit resources.

	 2.	 High demand on organizational and coordinative work. Under time 
pressure, the requirements of unifying the leadership and management of 
the audit project, setting up a highly efficient, vigorous, and tiered com-
mand center, and proceeding with policy decisions, directions, and process 
controls all constitute new and higher demands on the organization and 
management of audit work.

	 3.	 Necessity for breakthrough in audit methods. Large‐scale audit proj-
ects are generally rather complex. Traditional audit technical methods and 
means often can hardly meet the requirements of the unified organization 
of a large‐scale audit project. It is to be achieved through innovation of 
technical methods.

	 4.	 Difficulty in the control of audit quality. The large‐scale, complex 
process, multiple tiers of quality control, long chain, and multiple control 
checkpoints add to the difficulties of quality control of the unified organiza-
tion of a large‐scale audit project.
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(4) Procedures and Requirements for the Unified 
Organization of a Large‐Scale Audit Project

The National Audit Office has gradually accumulated rich experience in the 
unified organization of large‐scale audit projects and mastered the relevant 
operational procedures and basic requirements to some extent through long 
practice. Generally speaking, the procedures and requirements of the unified 
organization of large‐scale audit projects are as follows:

	 1.	 Mapping out good project plan. There are usually two modes in deter-
mining the unified organization of a large‐scale audit project: entrusted 
directly by the State Council and local governments; and initiated indepen-
dently by audit institutions themselves. No matter which mode is adopted, 
audit institutions should make full analysis of and preparations for the proj-
ect to be audited. In a self‐initiated audit project, audit institutions should, 
proceeding from the requirements of national governance and in line with 
the central task of economic and social development, pay attention to such 
areas and aspects as the people’s universal appeals, the implementation of 
macroeconomic policies, management of government‐invested projects, 
ecological and environmental protection, the people’s livelihood and social 
construction, and the operational mechanism of power. They should select 
projects on the basis of safeguarding national economic security, promot-
ing the transformation of the economic development mode, safeguarding 
the people’s fundamental interests, and serving the scientific development 
of economy and society. A project plan should be set forth on the basis 
of full investigations and analysis. At the same time, higher‐level audit 
institutions should timely communicate and coordinate with lower‐level 
audit institutions in arranging large‐scale audit projects. Lower‐level audit 
institutions should handle well the relations between projects assigned by 
governments at their corresponding levels and projects under the unified 
organization of higher‐level audit institutions, so as to rationally arrange 
project plans and carry out work in a scientific and orderly way.

	 2.	 Unification of audit work program. Work programs for the unified 
organization of large‐scale audit projects should be formulated and dis-
tributed in a unified way, so as to achieve the unification of objective, scope, 
contents, focal points, and requirements. The preparation of an audit 
work program should have a clear objective, distinct focal points, specific 
requirements, valuable guidance, correct orientation, and be easy to oper-
ate. In order to map out a high‐quality audit work program, it is feasible to 
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select some areas for experimental audits to sum up experience and accu-
mulate methods. In order to ensure the implementation of the audit work 
program, it is necessary to organize unified training, through which ideas 
are unified, understanding enhanced, trend of thought clarified, objective, 
task, and requirements identified, and audit participants familiarized with 
policies to master methods, thus laying a sound foundation for the smooth 
carrying out of audit work. All participating audit units should, on the 
basis of actual conditions, do a good job of multitiered training to enable 
every auditor be familiarized with and master the program, as well as the 
requirements for attaching annexes and filling in forms, guidance of audit 
work, and relevant policies and regulations. Audit institutions at all levels 
should formulate implementation programs and carry out work in strict 
accordance with the requirements in the audit work program formulated 
and distributed in a unified way.

	 3.	 Unification of organization and leadership. A large‐scale audit project 
under a unified organization should have unified organization, unified 
leadership, and unified arrangement by the audit institution initiating the 
project. The initiating audit institution should set up a leading group for 
the audit work, under which there should be an office taking charge of 
the specific organization, implementation, command, and coordination 
of the audit project. In projects under the CNAO unified organization, it is 
necessary to have good cooperation between the resident audit offices of 
the CNAO and audit institutions at the provincial level. The CNAO resident 
audit offices and relevant audit institutions at the provincial level should 
jointly set up a coordination steering group to discuss major matters in 
their work and produce a combined audit report. Lower‐level audit institu-
tions should also correspondingly set up audit work leading groups, which 
will organize audit work according to their division of labor. Lower‐level 
audit institutions are accountable to higher‐level audit institutions. They 
carry out auditing in accordance with the unified organization, unified 
leadership, and unified arrangement of the initiating audit institution, 
through interactions between the higher and lower levels, concerted steps, 
and concentrated progress. At the same time, in carrying out a large‐scale 
audit project under a unified organization, it is necessary, on the basis of 
clear division of labor, to ascertain the responsibilities of the office of the 
audit work leading groups, the principal leaders of audit institutions, the 
audit groups, and audit personnel. Responsibilities are undertaken and 
checks made at each and every level to ensure audit quality through strict 
implementation of the responsibility system.
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	 4.	 Unification of standard statement. To facilitate pooling, it is neces-
sary to design a set of attached forms (tables) covering the focal points of 
the audit work program in accordance with the requirements of the audit 
work program of a large‐scale audit project under a unified organization. 
The attached forms are a concrete manifestation of the contents of the 
audit work program and a concentrated reflection of audit results. By put-
ting the audit work program at one end and the audit results at another, 
they constitute the basis for lower‐level audit institutions to write out audit 
reports and the important basis for higher‐level audit institutions to pool 
audit reports. The design of forms should have clear objectives, be simple 
and clear, consist of all elements, and stress focal points and clear logic. 
The requirements for filling in the forms should be detailed and accurate. 
Relevant concepts should have specific interpretations. The scope of each 
form constituting the attachment should be clearly defined and each field 
given detailed explanation. Audit institutions at all levels must earnestly 
fill in the attached forms after serious examination and verification in 
strict accordance with the requirements for a unified scope, statement, 
standards, contents, and time limit. They shall not change or revise their 
own the relevant forms and indexes so as to ensure identical standards, 
statements, scopes, contents, and time limits.

	 5.	 Unification of audit report. The combined report on a large‐scale audit 
project under a unified organization should be reported to the government 
by the audit institution initiating the project after unified pooling. In prin-
ciple, audit reports by lower‐level audit institutions should be produced 
by the lower‐level audit institution that issued the audit notice. In cases 
involving “lower‐level audited by higher‐level,” “cross audit,” and audit 
groups under a unified organization, the audit report should in general 
be produced by the higher‐level audit institution organizing the audit 
in a unified way, or be produced by lower‐level audit institutions sepa-
rately after examination and approval by higher‐level audit institutions. 
The office of the leading group of higher‐level audit institutions should, 
in close line with the objectives and contents specified in the audit work 
program, timely study and draft the framework of guiding opinions about 
the audit report, to be distributed to lower‐level audit institutions as guid-
ance for them to write out audit reports. In order to ensure the quality 
of audit reports, it is necessary to actively innovate new modes for pool-
ing audit reports and, through carrying out prepooling and trial pooling, 
to timely discover and resolve problems existing in data statements, data 
reports, and pooling analysis, so as to lay the foundation for improving 
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audit reports, making advance analysis and assessment of audit results, 
pooling into an official report, and ensuring the quality of audit reports 
and complete success of the audit task.

	 6.	 Unification of audit announcement. A large‐scale audit project under a 
unified organization involves a wide scope and extensive interest in society. 
The announcement of audit results is of great significance. In order to avoid 
misunderstanding and hype, the pooled audit situation of a large‐scale 
audit project under a unified organization should be made public by the 
initiating audit institution in a unified way. Audit results by lower‐level 
audit institutions should be made public after higher‐level audit institu-
tions make public the audit situation in a unified way and with the consent 
of local governments, or made public simultaneously in accordance with 
the unified arrangement of high‐level audit institutions.

	 7.	 Integration of audit resources. The unified organization of a large‐scale 
audit project should foster the concept of “one game of chess,” to integrate 
well the various professional audits among audit institutions at all levels, to 
make overall plans, to echo each other in content, and to interconnect the 
implementation time. In audit organizational mode, it is necessary to adopt 
the “lower‐level to be audited by the higher‐level,” “cross audit,” or form a 
unified audit group to carry out auditing to ensure the independence and 
quality of the audit. It is necessary to mobilize the initiative of audit institu-
tions at all levels, boost their communication, collaboration, and coordina-
tion in earnest, and give play to the synergy of auditing and supervision to 
the maximum extent. Audit institutions at all levels should break up the 
internal lines of distinction between and among their divisions and sec-
tions, rationally dispose audit personnel, actively cultivate a contingent of 
audit teams boasting capabilities in such aspects as reviewing problems, 
making analysis, and application of computers and audit management, 
to take advantage of the superiorities of personnel and structure of audit 
groups, to enhance combat capability and to upgrade audit quality, level, 
and efficiency.

	 8.	 Reinforcement of process control. The main purpose of process control 
is to ensure audit quality and pace, standardize audit conduct, and prevent 
audit risks. It is necessary to give full play to the role of the office of the 
leading group of higher‐level audit institutions in the organization, direc-
tion, and coordination of audit work, to integrate program formulation, 
on‐site implementation, quality checking, and accountability to ensure 
against deviation, variation, or impracticality. It is necessary to build a 
computerized command platform covering audit institutions at all levels 
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and highly effective mechanisms for conducting on‐site direction and 
information sharing, to achieve all‐inclusive, real‐time, and interactive 
project management. It is necessary, through compiling and distributing 
audit work bulletins, to timely pass on the leadership’s instructions, set 
forth requirements for work, stress discipline, supervise the pace, answer 
questions and doubts arising from audit work, transmit and exchange 
experience, and direct work with vigor. Leaders of audit institutions at 
all levels should go to the front line to make scientific policy decisions, 
set forth clear requirements, and give forceful direction. It is necessary to 
implement a division of labor and responsibilities, specify responsibilities 
relating to the deadline, quality standards, and requirements for pace and 
practical effect of work, to ensure that the responsibility for every item in 
the audit implementation is assigned to specific persons. It is necessary to 
strictly apply the audit standards of the state, standardize evidence col-
lection for auditing, and, with stress on linkage, procedures, and facts, to 
form a chain of evidence to support the audit conclusion. It is necessary 
to step up the work on audit review and quality inspection, and review 
the process of audit implementation to enhance the effect of quality con-
trol. It is necessary to carry out systematic, regularized, and standardized 
processing of the data in the attached forms (tables) of the program, and 
develop multitiered examination and verification tools to ensure the truth, 
accuracy, and intactness of data. It is necessary to be strict with planning 
and management and tighten control over the timing of checkpoints to 
ensure synchronized steps of the upper and lower levels. Superior audit 
institutions should establish links with separate areas, provide guidance to 
the work there, and conduct on‐side direction, supervision, and investiga-
tion. With regard to such problems as major incidents in quality, deliberate 
omission of relevant data, problems found in the audit, and major case 
clues in reports, as well as failure in the strict implementation of the audit 
work program, it is necessary to call to account the leaders and responsible 
personnel of relevant units accountable.

	 9.	 Reinforcement of technological guarantee. The unified organization 
of a large‐scale audit project with an IT application must make full use of 
the means of information technology, create new technological methods, 
boost technological guarantees, and improve audit quality and efficiency. 
It is necessary to set up technical guarantee groups or teams composed 
of computer professionals and audit professionals. They should, in accor-
dance with the demands of the audit work and the features of the large‐
scale audit project, make overall plans and do work well in the following 
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aspects: make systematic, regularized, and standardized processing of 
the attached forms (tables) of the audit program to lay a solid foundation 
for data pooling; formulate an overall program for audit data pooling and 
make use of an Excel or data bank for data pooling; develop multitiered 
examination and verifi cation tools according to the demands of the audit 
work to earnestly ensure the truth, accuracy, and intactness of the audit 
data; and develop a “networking audit analysis system” to ensure coordi-
nated, highly effi cient, and accurate data pooling analysis. 

   10.   Strict observance of audit discipline.  A large‐scale audit project 
involves a wide scope, high degree of policy mandate, and extensive pub-
lic concern. Audit institutions at all levels and all of the participants must 
carry out the audit according to law and in a civilized way, strictly observe 
audit discipline, and implement the various regulations with clean and 
honest conduct. They are not permitted to attend the auditee’s dinners, 
accept gifts, go sightseeing, or partake in other activities or arrangements 
not relating to the audit. It is necessary to strictly observe the discipline of 
maintaining confi dentiality. Without the approval by audit institutions at 
the superior level, no unit and no individual shall disclose the audit situ-
ation and audit data. With regard to some sensitive audit projects, audit 
institutions at all levels should, in carrying out an audit, handle well their 
relations with the media and refrain from privately accepting interviews 
by the media without approval. Moreover, it is necessary to pay attention 
to the modes and methods of audit work, self‐consciously safeguard social 
stability, and avoid the occurrence of mass incidents and petitions.   

    CASE 5.4: AUDIT OF CHINA’S LOCAL 
GOVERNMENTAL DEBTS IN 2013  

 From August to September 2013, the National Audit Offi ce organized 
54,400 auditors to conduct an overall audit of debt levels among the 

central government, 31 provinces (autonomous regions and municipali-
ties) and fi ve municipalities with independent planning status, 391 cities 
(prefectures, autonomous prefectures, leagues, and districts), 2,778 coun-
ties (county‐level cities, districts, and banners), and 33,091 townships, 
according to the principle of performing the audit by transaction and 
item on the basis of inspecting involved personnel, accounts, and objects 
in person. The audit contents included the debts the governments were 

(continued)
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 V. ORGANIZATIONAL MODE OF AUDITING IN AN 
IT ENVIRONMENT 

 Audit organizational structure and audit organizational mode are crucial to 
effectively performing audit functions, giving play to the audit role and achiev-
ing audit objectives. Along with the rapid development of IT applications and 
an ever‐deepening understanding of the essence of auditing, it is necessary to 
make corresponding adjustments and improvements of the audit organiza-
tional structure and modes in time.  

 (1) Basis for the Improving Audit Organizational Structure 
and Modes 

 Optimization of organizational structure is the precondition for the improvement 
of organizational modes. Organizational structure refers to the various internal 
elements constituting the structure and a kind of relatively stable mode of rela-
tionship among the elements. It manifests itself in a static basic structure and 
appropriate operational mechanism. An operational mechanism endows basic 
structure with contents and vigor, to ensure the attainment of the organizational 
objective. Modern theories on organizational structure regard organization as 
an open and dynamic system, stress research on the relationship between orga-
nizational structure and social environment, and emphasize that organization 
should do in accordance with the changing environment, and that appropriate 
organizational structure be established according to specifi c conditions. 

 IT applications and popularization in audit work have enriched the modes 
and methods of audit work and provided good conditions for more fl exible and 

responsible for repaying, the debts for which governments needed to 
perform their liability to guarantee when repayment was diffi cult, and the 
debts for which governments might undertake certain relief duty when 
repayment was diffi cult.  6   The audit involved 62,215 government sectors 
and institutions, 7,170 fi nancing platform companies, 68,621 budget sub-
sidy public institutions, 2,235 public utility institutions, and 14,219 other 
institutions, concerning 730,065 projects and 2,454,635 separate debts. 
For each debt, auditors performed verifi cation and evidence collection 
and solicited the opinions of relevant authorities, institutions, and local 
governments at all levels respectively.  7   

(continued )
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effective organization of audit implementation and better performance of the 
“immunity system” function. They are conducive to the transformation from 
static to dynamic, from on‐site to off‐site auditing, conducive to the pooling and 
use of cross‐trade, cross‐department audit data, conducive to the populariza-
tion and application of computerized audit methods featuring “overall analysis, 
discovery of doubtful points, scattered checkups, and systematic studies.” For 
the sake of better integration of audit work with IT, it is necessary to improve 
the existing organizational structure to ensure that policy decisions and direc-
tions are in place in time, effective communication between off‐site and on‐site 
audits, highly effective and smooth allocation of manpower, and audit process 
control. In recent years, large‐scale audit projects such as the audit of local 
governmental debts and fiscal auditing have paid more attention to integration 
of multiple professions, analysis from multiple angles, use of multiple meth-
ods, overall allocation of manpower, and organization of composite groups and 
teams to carry out work. This has accumulated useful experience for probing 
the improvement of audit organizational structures and modes.

(2) Specific Ways to Improve Audit Organizational 
Structure and Modes

Audit work can be divided into two categories: on‐site work and off‐site work. 
The former mainly performs the function of specific audit work, while the latter 
mainly performs the functions of policy decisions and control. For the sake of 
performing the “immunity system” function, it is necessary, in the basic orga-
nizational structure, to build an organizational structure with data analysis, 
information processing, scientific policy decision, work implementation, and 
intensified control as the functional contents by relying on IT application. At 
the level of implementation, it is necessary to build a digital audit mode con-
sisting of “three centers”—an information study center, a data analysis center, 
and a work implementation center—as well as a “three‐tiered framework” con-
sisting of the leadership, audit group, and audit team, to use the audit project 
management platform and other policy‐decision and management systems to 
intensify audit process control.

(a) Overall Arrangement

In on‐the‐spot audit, for the sake of implementing audit process control, it is 
necessary to set up organizational bodies in accordance with the “five plates”: 
(1) policy decision and direction; (2) information studies; (3) data analysis; 
(4) work implementation; and (5) process control centering on the audit project. 
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It is necessary to carry out work by relying on the “three centers”: (1) informa-
tion studies, (2) data analysis, (3) and work implementation. It is necessary to 
dispose audit personnel according to the “three dimensions”: (1) institution, 
(2) center, and (3) project. It is necessary to build “five platforms”: (1) audit man-
agement, (2) information transmission, (3) quality control, (4) performance 
assessment, and (5) supervision of the improvement of the Party’s work style 
and the building of a clean and honest government.

(b) Specific Ways

	 1.	 Setting up a “five plates” organizational structure. According to 
functional attributes, organizational structure can be divided into “five 
plates”:
1.	 Policy decision and direction
2.	 Information studies
3.	 Data analysis
4.	 Work implementation
5.	 Process control

The first plate is composed of the leadership taking charge of policy 
decisions and the direction of all work. The second plate is composed of 
information research centers undertaking the planning, policy research, 
information, papers, and theory studies directly relating to the audit work. 
The third plate is composed of data analysis centers performing the func-
tions of collecting, analyzing, and managing e‐data. The fourth plate is 
composed of various vocational departments performing the functions of 
on‐the‐spot auditing and management of daily staffing, casting away the 
original division of labor in professional work. The fifth plate is composed 
of comprehensive departments undertaking project process control in such 
aspects as audit management, information transmission, quality control, 
performance assessment, and supervision of the building of a clean and 
honest government.

Take the special dispatched offices of the CNAO, for example, and the sketch 
map of the “five plates” organizational structure as shown in Figure 5.1.

	 2.	 Carrying out audit work by relying on “three centers.” The informa-
tion research center takes charge of mastering frontline dynamics, car-
ing for hot‐spot issues, and setting forth a “strategic trend of thought.” 
In the course of project auditing, it submits the trend of the thought and 
information spot to the data analysis center or the work implementation 
center for analysis and checkup, and to extract the audit outcome from the 
information in hand while coordinating the functions at higher and lower 
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levels. In the course of auditing away from the spot, it carries out research 
on the national economic central tasks and hot‐spot issues, plans the trend 
of thoughts for audit work, and makes overall arrangements for informa-
tion code standards. 

 The data analysis center takes charge of collecting and sorting out data, 
carrying out overall analysis, setting forth clues to doubtful points, and 
forming “precision guidance.” In the course of project auditing, it coop-
erates with audit groups in collecting and analyzing data, submits clues 
to doubtful points to the work implementation center for on‐the‐spot 
extended checkup and verifi cation while directly producing an audit out-
come through data analysis. At times beyond the course of project audit-
ing, it takes charge of the building, maintenance, and updating of the data 
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    FIGURE   5.1    “Five Plates” Organizational Structure 
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bank; constructing all‐inclusive data banks and an analogue audit labora-
tory; carrying out research on special subjects; probing cross‐trade com-
prehensive analysis and use of data information; comprehensively pushing 
forward auditing with IT applications; and actively probing networking 
tracking auditing.

The work implementation center takes charge of on‐site implemen-
tation, focal tracking, and extended checkups to materialize a “preci-
sion strike.” In the course of project auditing, the center’s various audit 
groups, apart from on‐site audit checkups, pay attention to and check 
on the information spots provided by the information research center 
and the doubtful points and clues submitted by the data analysis center. 
At times beyond the course of project auditing, it carries out vocational 
studies and training.

The aforementioned “three centers” are technically supported by the 
audit information resources platform, the data analysis and application 
platform, and the audit project management platform respectively. The 
information resources platform is mainly supposed to collect the informa-
tion of all categories of audit projects, research reports, work dynamics, 
and historical audit materials, analyze the collected information, and pro-
mote information sharing. The data analysis and application platform is 
mainly supposed to gather all kinds of data collected from relevant depart-
ments and units, and sort out, manage, and analyze these data. The audit 
project management platform is mainly supposed to use the input from 
the special audit network for transmission of audit documents, includ-
ing announcements, audit diaries, and audit evidence, to achieve highly 
effective exchanges of on‐the‐spot data information and non‐on‐the‐spot 
information, thus playing the role of audit management, policy decision 
making, and direction. The scheme map of the “three centers” carrying 
out audit work is shown in Figure 5.2.

	 3.	 “Three-dimensional” disposition of auditors. Auditors are disposed 
according to three dimensions of “profession, center, and project.” In the 
dimension of “profession,” it is necessary to build a platform to manage 
human resources, take full notes of the professional situation, and give full 
play to personal special skills in the disposition of personnel. In the dimen-
sion of “center,” it is necessary to make overall arrangements for person-
nel deployment to meet the needs of the “three centers.” In the dimension 
of “project,” it is necessary to allocate audit forces according to the audit 
project plan, the special professional skills of audit personnel, and the 
demands of the project. The “three‐dimensional” disposition of auditors 
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constitutes the key to integration of multiple professions, analysis from 
multiple angles, and integration of multiple methods. 

 The “three‐dimensional” disposition of auditors is shown in Figure   5.3   .  
   4.    Building “fi ve platforms” to implement control.  First, build audit 

management platforms. Develop an audit project management platform 
relating to audit work, an institutional comprehensive management plat-
form relating to institutional management, and multiple subplatforms 
relating to the circulation of documents, including a platform for the cir-
culation of audit documents, with a view to achieving overall and unifi ed 
management of the operation of audit work. 

 Second, build an information transmission platform. Build a network-
ing information exchange platform through supporting systems including 
an “audit project management platform” to ensure that transmission of 
the various instructions of principal information is clear, levels and tiers 

    FIGURE   5.2    Scheme Map of “Three Centers” Carrying Out Audit Work 
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distinctive, transmission in place, and feedback in time (i.e., to achieve flat 
management).

Third, build a quality control platform. Intensify standardized man-
agement and control of audit quality, and step up real‐time auditing and 
process‐control of the project. Adopt the mode of “early involvement and 
entire‐process real‐time audit.” Formulate and implement an audit grada-
tion quality control system and carry out real‐time checkups of the recti-
fication of problems found in the audit.

Fourth, build a performance assessment platform. Implement a perfor-
mance assessment platform centering on the audit project and individual 
performance. Link up performance assessment with the appraisal of the 
project and the employment, appraisal, and training of individuals to cre-
ate an environment for competitive innovation and build an employment 
mechanism.

Fifth, build a supervision platform for building a clean and honest gov-
ernment. Explore new modes of building a clean and honest government. 
Implement a responsibility system for clean and honest conduct of the audit 
group.

(3) Key Links in Improving Audit Organizational Structure 
and Modes

	 1.	 Appropriately handle the relations among vocational departments. 
The setup of existing vocational departments stresses their professional 
functions while neglecting their coordination and cooperation. Under 
the “immunity system,” national auditing should grasp all aspects of eco-
nomic and social operations. It must enhance comprehensive and macro‐
awareness, set up vocational departments according to audit objectives, 
stress the accomplishment of audit tasks under the guidance of objectives 
and tasks, stress the internal linkage among all vocational departments, 
and stress coordination and collaboration.

	 2.	 Appropriately handle the relations between vocational depart-
ments and audit groups. In order to ensure the orderly progress of the 
day‐to‐day management of auditors and various kinds of work, it is neces-
sary to further clarify the division of responsibilities between vocational 
departments and audit groups, to ensure that all kinds of responsibilities 
are assigned to specific units and personnel, and to realize the normal link-
age of relevant work in the courses of on‐the‐spot audit and off‐the‐spot 
audit.
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   3.   Appropriately handle the internal relations among personnel of 
audit groups.  It is necessary to have rational division of labor according 
to the auditor’s characteristics and expertise, clarify the responsibilities for 
auditors at all levels, boost internal communication and exchanges among 
auditors, and give full play to the active role of each and every auditor and 
the overall synergy of audit group. 

   4.   Appropriately handle the relations among the “three centers” 
in the use and sharing of audit resources.  It is necessary to further 
improve the management regulations and utilization procedures of audit 
data and relevant information, to improve the functional contents of the 
“three centers,” to make full use of the information exchange platform, and 
to boost coordination and collaboration to achieve the objective of the full 
share and effective use of audit resources.      
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http://www.audit.gov.cn
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6                                                        CHAPTER      SIX           

 Study of Audit Management                                 

 MANAGEMENT IS  A PROCESS OF EFFEC TI V ELY  achieving 
organizational objectives by planning, organizing, leading, and 
controlling resources possessed by the organization under certain 

circumstances. With the continual breakthroughs of science and technology, 
as well as new developments in management theories, modern management 
science that is based on operational research and behavioral science has been 
effectively applied to the operations of businesses, government agencies, non-
profi t organizations, and other entities. Based on the three basic features of 
organizations—namely, objectives, staff, and structure, China’s audit institu-
tions have been established according to the Constitution of the People’s Repub-
lic of China as the component of national administrative organizations. In order 
to improve administrative performance and save social resources during the 
process of fulfi lling their duties, audit institutions should undertake effective 
management of audit resources in accordance with the mandate by means of 
modern management theories.   



160 ◾ Study of Audit Management 

 I. DEFINITION OF AUDIT MANAGEMENT 

 Audit management refers to organizational and management activities con-
ducted by government audit institutions in performing their duties. There is 
a wide range of audit management. From the perspective of historical devel-
opment, audit management is an important factor concerning the scientifi c 
development of China’s auditing, a key to achieving the legalized, standardized, 
scientifi c, and informationized process. Based on horizontal comparison, the 
management activities of government audit institutions, which are distinctly 
different from those of other institutions, focus on enhancing the independence 
and authority of government auditing and facilitating the effective implemen-
tation of audit projects. Good management can help audit institutions identify 
major violations of laws and regulations and the clues to economic crimes; 
conduct disposition and punishment; discover and analyze problems from vari-
ous dimensions of systems, mechanisms, institutions, and policies; and provide 
audit opinions and recommendations. By these means the value of audit man-
agement will be refl ected.  

 (1) Objectives of Audit Management 

 Following the guidance of scientifi c audit concepts, the overall objective of audit 
management is to improve the quality of government auditing and give full play 
to its function as an “immune system” in safeguarding the healthy operation of 
the national economy and society. Specifi cally, it seeks to strengthen the initia-
tive of government auditing in serving the overall situation, to give play to the 
overall function of government auditing with a focus on scientifi c planning, to 
optimize the allocation of audit resources and strengthen control of auditing 
costs, to promote the standardization of auditing and enhance the quality of 
audit achievements, and to guarantee further development of auditing and 
building of qualifi ed personnel.  

 (a) The Initiative of Government Auditing 

 In order to give full play to its function as an “immune system” in safeguarding 
the healthy operation of the national economy and society, auditing should estab-
lish itself as a complete scientifi c system with necessary means and conditions 
for the interaction between internal components and external environments. 
Audit management works with the contents of providing these conditions and 
means for such interaction, ensuring the smooth operation of the system as its 
function and focusing on strengthening the initiative of government auditing. It 
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focuses on national economic development plans, major guidelines and policies, 
and macrocontrol measures of the Party Central Committee, and seeks to better 
integrate audit work with the building of a moderately well‐off society in an all 
around way and strengthen audit supervision to deal with problems during the 
process of development. Meanwhile audit institutions should take the initiative 
to develop themselves to meet the demands of auditing. Auditing should face dif-
ferent expectations at different phases of economic and social development and 
require different management styles correspondingly. However, it is always the 
fundamental objective of audit management to enhance the initiative of audit-
ing, which will play a great preventative role. Practice has proved that taking 
precautions and having a clear advance plan before action are far more effective 
than trying to remedy a situation that has already occurred.

(b) Full Coverage of Auditing

It is the statutory duty of audit institutions to bring all the public funding, state 
assets, and state‐owned resources under examination to achieve the full cover-
age of auditing. Full coverage operates as an important way to improve the level 
and quality of audit supervision with a view to enhancing the impact and effec-
tiveness of auditing through playing the role of “immune system” for the mod-
ernization of the state governance system and capability. Full coverage should 
be conducted in depth, with emphasis, and step by step. Auditing should focus 
on the central work of the Party and the government on the basis of the overall 
situation to determine key areas and matters of more concern. In the meantime, 
auditing should progress in a planned way and according to concrete conditions.

(c) Holistic Role

In addition to expanding coverage, auditing should pay more attention to 
major problems, conflicts, and risks concerning economic and social develop-
ment from a higher level and a broader viewpoint in order to give full play to 
the function of the “immune system” and play a constructive role. Auditing 
of the public, the most fundamental and primary duty of audit institutions 
as laid down by legal provisions, should reflect the requirements of “national 
finance” and be governed by the idea that “all the money within the due man-
agement of government belongs to national finance,”1 and thus focus on “bud-
get implementation.” However, the current artificial segmentation of public 
finance audit unfortunately restricts the holistic role of auditing. Based on the 
existing resources, audit institutions should undertake overall planning and 
systematic arrangement to allocate audit resources in a proper and balanced 
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manner, strengthen the timeliness of planning and arranging of audit projects, 
refine such contents as audit objectives, scope, and milestones, and improve the 
timeliness of auditing, so as to play its holistic role.

(d) Optimized Allocation of Audit Resources

During the current period of rapid development and transition of society and 
economy, the conflicts between limited audit resources and audit demands are 
becoming more prominent. From the perspective of management science, the 
problem of resource scarcity can be solved in two ways: (1) Integrate internal 
resources of the organization, reduce costs, and improve work efficiency; and (2) 
coordinate internal and external resources to increase their availability. Audit 
plan management obviously includes the allocation of audit resources. To a large 
extent, the scientific nature of the audit planning is reflected by the optimization 
of resource allocation. Therefore, audit plan management should be strength-
ened to integrate both internal and external resources for a better allocation.

(e) Audit Procedures and Results

To strengthen audit management, audit institutions and auditors should fol-
low auditing procedures and relevant provisions for each stage, perform their 
responsibilities and authority as conferred by laws, regulations, and audit 
standards, regulate audit reporting, and promote disposition and punishment 
according to laws to meet requirements and public expectations. Strict control 
over the auditing process is an important part of audit management, and a 
precondition of ensuring the quality of the audit. Audit results can provide 
leading organizations and related parties with the necessary information to 
understand the overall situation and achievements of audited entities in finan-
cial management, prominent problems, and their causes, as well as opinions 
and recommendations for solving the problems. Therefore, the application of 
audit results should be strengthened, and the supervisory role of society and 
public opinion should be given full play to promote rectification and reform in 
regard to problems uncovered by the audit.

(f) Implementation of the Party’s Organizational Line,  
and Guidelines and Policies for Cadres

For better audit management, audit institutions should gradually establish and 
improve their human resource management system and mechanisms to satisfy 
the needs of scientific development of auditing, improve auditors’ capability and 
audit quality, arouse the enthusiasm and creativity of auditors, and promote 
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the development of personnel in an all around manner, so as to guarantee the 
scientifi c development of auditing from the perspective of personnel.    

 (2) Main Contents of Audit Management 

 From the organizational and managerial perspective, audit management cov-
ers many aspects, and the corresponding handling of these aspects constitutes 
the framework of the audit management system, which is directed by audit 
strategic management and guaranteed by audit quality and human resources 
management, with a focus on the management of the annual audit plan, audit 
results, and annual audit cost. 

 The framework of the audit management system is shown in Figure   6.1   .    

 (3) Composition, Positioning, and Inner Link of the 
Framework of the Audit Management System 

 Activities of audit institutions can be divided into two categories: audit admin-
istration and audit practice. The former is to plan, organize, and allocate the 

    FIGURE   6.1    Framework of Audit Management System 
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staff, finance, and materials of audit institutions in order to ensure smooth 
completion of audit tasks. The latter refers to the execution of supervisory func-
tions of audit institutions as an important part of state administration. Audit 
administration has a direct impact on the execution and effect of audit practice; 
while audit practice serves as the fundamental way to perform the duties and 
play the role of auditing.

The objective of audit administration is to ensure scientific, orderly, and 
efficient administration of audit institutions. It involves a hierarchy of three 
levels: the decision‐making level, responsible for formulating the strategic plan 
of auditing and the annual audit plan, and determining audit projects; the man-
agement level, responsible for choosing appropriate audited units according to 
the annual audit plan and audit projects, and developing the audit work pro-
gram; and the implementation level, responsible for drafting the audit imple-
mentation plan and directly conducting the audit. The decision‐makers of these 
three levels are the top management of audit institutions, heads of audit depart-
ments, and the leaders of audit teams respectively. Since the characteristics, 
responsibilities, management objectives, and performance indicators at three 
levels differ from each other, the control content and methods for achieving 
efficiency and effectiveness vary widely.

Decisions at the decision‐making level affect the management and deci-
sion making of lower levels. Therefore, in addition to ensuring correct work, 
decision‐makers at this level must make overall plans and coordinate for lower 
levels. At the same time, an intention of higher level should be transmitted to 
the lower levels in a prompt, clear, and accurate manner. Therefore, organiza-
tional efficiency is vital in ensuring that higher levels play the role of organiz-
ing and coordinating the overall situation. There are three basic approaches: 
improving the leadership and decision‐making mechanism of high levels to 
ensure the correctness, rationality, and feasibility of decisions made; establish-
ing a system for efficient and smooth transmission of information to ensure a 
clear channel with a simple approach and reasonable methods; and establish-
ing a mechanism by which lower levels can understand the decision‐making 
intentions of higher levels and implement their decisions.

The management level plays a bridging role of communication between the 
decision‐making and implementation levels, with its main work of processing 
the information from higher and lower levels, and works out concrete mea-
sures and methods to implement the high‐level policies and plans. There are 
four basic ways to ensure the efficiency of middle‐level management: ensuring 
a complete and reasonable middle‐level work plan is available; ensuring the 
connection of measures taken by the middle and implementation level with 
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high‐level decisions; providing useful, accurate, and timely information and 
data for high‐level decision making, including the feedback of earlier imple-
mentation of high‐level policies and plans; and guiding and coordinating the 
implementation levels in a timely and accurate way.

The implementation level is the essential grassroots organization of an 
audit institution, comprising, as it does, the audit team. As for comprehensive 
departments, the implementation level is the functional department handling 
specific audit administrative affairs. Generally speaking, the implementation 
level undertakes only tasks assigned by superiors in accordance with auditing 
standards and operational guidelines. There are three main methods to man-
age the efficiency of the implementation level: (1) implementing related rules 
and guidelines strictly and efficiently, (2) providing useful information and data 
for the upper level’s decisions in an accurate and timely manner, and (3) report-
ing problems or providing feedback as prescribed by procedures.

According to the different functions, the framework of the audit manage-
ment system includes three parts: (1) the audit strategy management, acting 
as the commander‐in‐chief to conduct overall audit management; (2) the audit 
business management at the operational level (including the audit plan, audit 
program, audit results, and audit quality management), which plays the sup-
porting role; (3) the resource management at the operational level (including 
the audit cost, human resources, and external audit management), which plays 
the security role.

There are six kinds of specific management activities under the framework 
of the audit management system as follows:

	 1.	 Audit strategy management. It mainly analyzes the organization’s 
external environment, and identifies the main audit mission, development 
goals, and the key work areas within a specific period and makes clear the 
implementation of the development strategy and control measures. Based 
on the guiding principle and overall development goals of audit institutions 
and specific goals and measures of major work concerning the overall situ-
ation, audit institutions need to set specific goals to achieve objectives and 
clearly identify the plans, systems, and their mutual relationships within 
the framework of the audit management system.

	 2.	 Annual audit project plan management. This determines how to 
steadily realize the goal of work determined by the audit development strat-
egy in accordance with the central work of the Party and government of the 
same year and the results of studying the socioeconomic situation. Annual 
audit projects could be determined in accordance with the departmental 
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budget and available audit resources. Audit institutions exercise planned 
management over annual audit assignments. All audit assignments are 
subject to the annual audit plan. Taking the leading position in audit busi-
ness management, audit plan management is an important means and 
core part of integrating audit resources. Its main task is to bring together 
all audit resources to cover the field supervised by auditing, achieve full 
coverage, and improve audit quality.

	 3.	 Audit quality management (risk management). This pertains to busi-
ness management and provides support for the implementation of the entire 
audit strategy. Audit institutions should annually review the work of audit 
quality management (risk management), change the business requirements 
and control environment in accordance with the external environment, and 
analyze the main risk level of prioritized work defined in accordance with the 
organizational development strategy to identify corresponding solutions.

	 4.	 Audit result management. Attention should be paid to the results and 
outcomes from audit work and to its presentation forms, such as the audit 
report, audit information, and the “Two Reports,” so as to ensure better 
audit results with a lower input of audit resources—that is, maximization 
of audit results.

	 5.	 Audit cost management. Audit costs are resources used by audit institu-
tions to carry out their audit duties. They include all controllable, uncontrol-
lable, external, and internal costs incurred by audit institutions over a given 
period. Audit cost, in a narrow sense, refers to the monetary expression of all 
the expenses actually incurred by an audit institution, and is equivalent to 
the annual departmental budget to a certain degree. Therefore, the annual 
departmental budget mainly aims to provide financial support for imple-
menting various management activities with an organizational develop-
ment strategy at the core. However, it should be emphasized that the capital 
arrangement as well as the expected output and results of departmental 
performance assessment should be listed in the departmental budget.

	 6.	 Audit human resource management. This refers to adjusting the exist-
ing system to cope with the needs of any situation, and to cultivate innova-
tive personnel so as to provide intellectual support and an organizational 
guarantee for the development of the audit cause by revising and improv-
ing the existing human resource management system. It aims to realize 
audit strategy management goals.

The six organic components of the audit management system interact and 
jointly promote a more scientific approach to the organization and management 
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of audit institutions. Currently, although management of Chinese audit insti-
tutions overall involves these six aspects, there are three shortcomings: a lack 
of systemization—offi ces fail to carry out various audit management activi-
ties from an overall system perspective; a lack of internal relationships and 
 support—management activities that should be supporting each other are 
actually hindered by internal confl icts; and a lack of effective management 
and control over the activities—a lack of periodic control and adjustment for 
the implementation of mid‐ and long‐term strategic plans.    

 II. PRINCIPLES OF AUDIT MANAGEMENT 

 Audit management should be conducted in accordance with certain principles 
as follows: 

 ▪    Overall consideration and focus highlighting 
 ▪    Improving effi ciency and performance 
 ▪    People‐oriented 
 ▪    Risk control 
 ▪    Emphasizing the usage of audit results    

 (1) Overall Consideration and Focus Highlighting 

 The Constitution defi nes the extensive objects and scope for government audit-
ing and supervision. However, audit institutions are not able to bring all targets 
within their jurisdiction under supervision in the short term due to restric-
tions imposed by organizational defi ciencies, personnel quality shortcomings, 
confl icting demands, and so on. Therefore, we should emphasize overall con-
sideration and highlight specifi c focuses. During the process of making overall 
arrangements for annual project plans of audit institutions, we should fi rstly 
consider whether the audit task is necessary and determine the order of audit 
priority while considering the requirements of overall audit coverage. Secondly, 
we should assess the possibility of fi nishing audit projects—that is, to grasp 
the quality of the personnel in a scientifi c manner, to estimate the workload 
and quality requirement of the audit tasks, and to deploy under the principle of 
working within the existing capability while leaving enough room for adjust-
ment. We should do a good job in organizing professional training for audit 
personnel so as to ensure the sustainability of their audit ability. In terms of 
arranging the audit plan, a specifi c focus should be highlighted. On this basis, 
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we should audit major industries and funds in a planned way, focus on proj-
ects involving large amounts of money, a large scope, and a big impact, and 
make a project plan focusing on the integration of point and sphere. We should 
highlight the changes of focus and emphasize auditing and supervision of key 
sectors, departments, and funds. On the premise of enlarging audit coverage, 
we should keep a balance between comprehensive audit and key focuses.

(2) Improving Efficiency and Performance

The resources of audit institutions, including human resources, expenditure, 
and technical equipment, are limited. It is of great importance for audit man-
agement to achieve good audit results by making use of the available limited 
resources. Therefore, when formulating project plans, we should fully consider 
how to enhance work efficiency, guarantee audit quality, and bring the overall 
effectiveness of available audit resources into play through effective resource 
integration methods. Optimizing the allocation of audit forces directly impacts 
work efficiency. Therefore, we need to analyze the personnel structure, skill 
hierarchy, work level, and requirements of audit projects; we need to adopt 
the best project organization method to enhance work efficiency and “yield 
twice the result with half the effort.” In accordance with economic theory, if 
the input of a project is greater than its output, such a project is uneconomi-
cal and is not worth implementing. The same applies to an audit project. The 
standard of measuring audit work performance is to reduce the cost so as to 
achieve the maximum performance on the basis of enhancing audit quality 
and efficiency. The audit work performance is reflected by the proportion of the 
sum of economic and social benefits arising from the audit to its cost. Achieving 
maximum audit work performance lies in realizing cost minimization, on the 
basis of achieving maximum economic and social benefits; or on the basis of 
the same audit cost, thus realizing performance maximization. Therefore, we 
should measure the audit workload in a scientific way and fully consider the 
audit resources needed.

(3) People‐Oriented

Auditors ultimately are the ones to realize the maximization of audit work 
performance. We should stick to the principle of being people‐oriented in audit 
management, focusing on improving the comprehensive quality of auditors, 
stimulating their subjective initiative and work enthusiasm, and encouraging 
them to enhance their audit work efficiency. First, we should promote the devel-
opment of personnel by taking work characteristics into consideration. Second, 
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we should recommend and appoint people based on their abilities. Building tal-
ent teams is a fundamental guarantee for the development of the audit cause, 
and thus we need to further establish and improve the scientific audit work 
performance evaluation system, to stimulate auditors’ internal motivation, and 
to enhance their professional sense of honor. We need to recommend talents 
with broader vision, a higher perspective, and a greater breadth of spirit, and 
to cultivate and employ excellent auditors throughout the country. Third, we 
should be committed to bringing auditors’ potential into full play and paying 
attention to their integrated development. Development of the audit cause will 
be impossible without the improvement of auditors’ comprehensive quality, 
humanistic quality, and cultural level; auditors’ integrated development and 
comprehensive quality enhancement depend on audit institutions to create 
equal development opportunities and an environment conducive to developing 
people’s talents and wisdom. When carrying out audit management work, we 
should consciously bear the responsibility of creating an environment where 
people can develop in a harmonious environment, so as to promote the com-
prehensive improvement of auditors’ quality, maintain the advance of the audit 
cause in line with the times, and promote continuous development.

(4) Risk Control

Audit risk refers to auditors undertaking social and legal responsibility for their 
work. It is closely related to audit quality. The better the quality, the lower the 
risk. Internationally, audit institutions of various countries constantly explore 
and take effective measures to lower audit risks—that is, to strengthen control, 
to deepen understanding of audit danger spots, to strictly abide by the profes-
sional standards and requirements of professional ethics, to implement quality 
control, and to pay attention to the management of auditors in regard to their 
discipline and resistance to corruption. Audit risk control is systematic. It needs to 
be strengthened at all stages and links of the audit work, including but not limited 
to making the audit project plan, audit work program, and audit implementation 
plan, auditing, obtaining audit evidence, formulating the audit working paper, 
submitting audit information, issuing audit reports, and issuing audit decisions. If 
management at any level of risk is insufficient, major quality problems may occur.

(5) Emphasizing the Usage of Audit Results

Audit results are the products of audit work and act as an “immune sys-
tem” of audit by providing public products necessary for Party committees, 
governments, legislative bodies, executive authorities, audited units, society, 
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and the masses. From the perspective of audit practice, the bodies in need of 
audit results include: 

 ▪ Audit department.  As for the internal division of labor in audit institu-
tions, the audit operating department handles the audit results; the com-
prehensive department does the work such as processing and transferring 
the original audit results provided by the operating department, promotes 
the use of audit results, and oversees their transformation into programs 
for productivity and executive ability. 

 ▪     Audited objects.  As the main body using audit results, audited objects 
mainly use audit results to correct problems, strengthen management, and 
improve the overall system. 

 ▪ Party committees, governments, and other departments.  With in‐
depth development of the audit cause, Party committees, governments, 
disciplinary inspection organs, judicial organs, comprehensive manage-
ment departments, and competent departments at all levels pay increasing 
attention to the use of audit results. They make use of them to fi ght against 
corruption, strengthen the construction of a clean and honest administra-
tion, and improve mechanisms as well as the management level. 

 ▪ Public.  Publicizing audit results is an important way to fulfi ll the public’s 
right to know and the right of supervision. The public can use audit results 
mainly to monitor the duty performance of government departments and 
state‐owned enterprises as well as the safety and effectiveness of public funds.   

 Different bodies have different demands for audit results. In the process 
of audit management, we should adhere to the demand‐oriented principle 
and choose different vehicles, different expressions, and different transmis-
sion methods in order to provide useful audit results. We should adhere to the 
macrocontrol principle and provide high‐level audit results; we should adhere 
to the principle of deep analysis and provide in‐depth audit results; we should 
adhere to the stringent quality principle and provide high‐quality audit results.    

 III. AUDIT STRATEGY MANAGEMENT 

 Generally speaking, this refers to management activity to achieve strategic 
objectives and implement policies and guidelines in a certain period and audit 
scope. It is developed and organized by the supreme decision‐making body to 
be implemented in audit institutions and is an important management activity 
concerning the overall development of the audit cause. 
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The objectives of audit strategy management are to promote socioeco-
nomic scientific development, deepen reform, accelerate the construction of 
the democratic legislative system, safeguard national security, combat cor-
ruption, and uphold integrity, as well as improve national governance, based 
on the major central policies and guidelines, national economic development 
plans, and macrocontrol measures.

The audit strategy management activities should concentrate on the overall 
development of the economy and society in different regions and nationally, and 
highlight work priorities, on the basis of conforming to the development law of 
auditing, and adapting to the resources status of audit institutions. Audit strategy 
management should be based on the following factors: First, the macroeconomic 
and social development plan, such as the five‐year plan and regional development 
guidelines that were made over the same period. Audit work should contribute to 
and be subject to national and regional development plans and be consistent with 
socioeconomic scientific development. The second link is the key work of Party 
committees and governments, such as the spirit of the national and regional eco-
nomic meetings, major reform measures of economic and social development, and 
the central and major tasks of national economic and social work. Development 
of the audit cause should be synchronized with the central tasks decided by Party 
committees and governments. Thirdly, audit work should take into account hot-
spot issues and difficult problems closely related to immediate public interest and 
social management, such as social security, poverty alleviation, issues of agricul-
ture, farmers, and rural areas, and environmental protection. When developing 
audit strategic plans, we should strengthen auditing and supervision in these areas.

(1) Audit Strategy Management Is of Great Significance to 
Audit Work

Audit strategy management is based on establishing the guiding ideology, over-
all development objectives, specific objectives, and measures of key work in 
regard to the overall situation. In line with the overall development objectives 
it needs to make clear the various plans and systems as well as their interrela-
tionship under the audit management framework.

(a) Scientific Audit Strategy Management Contributes to Improving 
the Allocation Efficiency of Audit Resources

Actually, the scientific development of the economy and society is to realize the 
scientific allocation of social resources. The quality and scale of the resource 
allocation determine the development quality and speed of socioeconomic 
progress. Under the condition of limited resources available in a certain period, 



172	 ◾  Study of Audit Management 

scientific resource allocation is the key to propelling sound and fast develop-
ment of the economy and society. Likewise, under the condition of limited audit 
resources, we should allocate them by projects and give play to the leading 
role of project arrangement in resource allocation, to ensure completion of 
key tasks; we should clarify the audit objectives and specific key work in detail, 
share audit results, consider coordinated arrangement of audited units, give 
play to the coordination and leading functions of fiscal, environmental, and 
economic accountability audits, improve audit coverage, and optimize the allo-
cation pattern.

(b) Scientific Audit Strategy Management Contributes to the 
Construction of Audit Cadre Teams in a Comprehensive Way

The audit team is of utmost importance to the audit cause. To conduct scien-
tific audit strategic management, we should adhere to the principle of “putting 
people first,” pay close attention to the improvement of legal audit abilities and 
audit level of auditors, deepen the reform of the cadre and personnel system, 
strengthen the construction of auditor specialization, strengthen training for 
high‐level professional auditors to build a talented core team of high quality, 
and broaden the training channels for cadres in order to constantly improve 
the overall quality and hands‐on background of cadres.

(c) Scientific Audit Strategy Management Contributes to Improving 
Audit Plan Management

We should guide the audit project plan through audit strategy management, 
and ensure this through the annual project plan. We should arrange audit 
projects in a reasonable way, and clarify audit objectives, audit scope, allocation 
of audit resources, and the arrangement of key time nodes in detail. We need to 
lay emphasis on improving the timeliness of plan and task assignments, while 
strengthening plan guidance, improving integration of audit institutions at 
all levels, and strengthening the authorization management of audit business.

(d) Scientific Audit Strategy Management Contributes to Improving 
the Audit Quality Control System

We should further improve the Chinese audit law system, and promote auditing 
in accordance with the law. Pursuant to audit laws and regulations as well as 
national auditing standards, we should use the advanced experiences at home 
and abroad for reference and systematically develop audit guidelines and vigor-
ously carry out the examination work of audit projects, based on Chinese audit 
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practices. We should explore a postresponsibility system for audit quality con-
trol, enhance quality inspections, improve the evaluation level of outstanding 
audit projects, and improve the overall quality level.

(e) Scientific Audit Strategy Management Provides a Platform for 
the Exploration and Innovation of Audit Methods

On the basis of the in‐depth summary of practical audit experience in China, 
we should focus on building a large pattern of financial auditing and improve 
the level and standard of audit work reports and audit result reports. We should 
improve the effective combination of various audit types, establish and improve 
the system of performance audit evaluation, endeavor to create new audit orga-
nizational forms, and realize informatization of audit methods.

(2) Five‐Year Plan for Audit Strategy Management

The “plan” refers to a relatively comprehensive and longer‐term development 
plan, being a complete blueprint for considering, discussing, and designing 
activities covering holistic and fundamental issues. Later development plans 
of the same unit for different periods involve improvements based on previous 
documents. Plan management with a cycle of five years is the main method 
with Chinese characteristics for the macromanagement of economic and social 
development, and also an effective management strategy proven by audit prac-
tice. The five‐year plan for auditing is essentially the external form of audit 
strategy management, a strategic plan for considering, predicting, and analyz-
ing audit development trends in the coming period and a major guide for audit 
institutions to fulfill their responsibilities. The contents of an audit strategy 
management plan should mainly define the primary tasks, overall objectives 
of audit institutions, specific objectives of key tasks, and corresponding action 
measures.

Currently, in order to give play to the function of audit work in promoting 
scientific development and accelerating the transformation of the economic 
development mode, audit institutions at all levels should make five‐year plans 
for auditing based on their own practical audit work, pursuant to the middle and 
long‐term guidelines for national economic and social development fulfilling the 
key work requirements of the Party Central Committee and the State Council.

(a) Evolution of National Audit Work Plans

In 1991, the National Audit Office of the People’s Republic of China (herein-
after referred to as “the CNAO”) promulgated and implemented the National 
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Audit Work Outline (1991–1995) as the country’s first medium‐term audit plan 
following its founding. Since 1998, the CNAO has successively issued several 
plans, including the National Audit Work Outline (1999–2003), National Audit 
Work Plan (2003–2007), National Audit Work Plan (2006–2010), National 
Audit Work Plan (2008–2012), and the 12th Five‐Year Plan for National Audit 
Work. In the light of local social and economic situations, audit institutions at 
various levels work out their respective audit plans.

(b) Major Features of the 12th Five‐Year Plan for National  
Audit Work

The 12th Five‐Year Plan for National Audit Work contains the basic spirits of 
previous regulations. Meanwhile, in the light of the situation, it also contains 
new requirements and new experience gained in audit work over the years. It 
outlines new audit regulations based on audit work, achievements, and devel-
opment, plus new regulations with regard to economic obligations auditing 
and changes in basic audit work. Major features are as follows.

First, the plan determines more clearly the auditing guiding ideology. The 
National Audit Work Plan (2006–2010) summed up the role of state auditing in 
the new period and called for efforts towards the better role of the “immune sys-
tem” of audit work in socioeconomic operations in three aspects: to better serve 
socioeconomic development, promote the deepening of reform and democracy 
construction, and defend state security and fight corruption, thus making fresh 
progress in deepening reform and promoting more effective state administra-
tion; to achieve fresh progress in doing audit work according to law and in 
a more standardized, scientific, and informationalized way; and to improve 
China’s audit theory and system construction in accordance with the Chinese 
situation and the needs of China’s socialist market economic development.

Second, the plan highlights the need to take more initiative and be broader 
in vision and constructive in auditing. The plan stresses the need to show con-
cern for major problems confronting state economic and social operations. 
Special efforts should be made to analyze these problems so as to propose sug-
gestions for the solution of general problems, and measures that should be 
taken to prevent the occurrence of these problems and improve the system. 
These will prove to be informative for decision making. It is necessary to consci-
entiously make audit work an important part of national economic and social 
development, promote democracy and rule of law, defend national security, 
guarantee national interests, and promote coordinated sustainable develop-
ment of China’s social and economic development.
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Third, the plan works hard to innovate the auditing organization mode. 
The plan stresses the need to strengthen cooperation within the system and 
coordination of various audit resources, and promote the audit organization 
mode featuring professional integration, profound analysis, and multiple inte-
gration so as achieve overall efficiency. There is also the need to do a better job 
with the finance audit in a planned way. Efforts will therefore be made to plan 
finance audit projects, with special management exercised over audit goals, 
special fields, audit resources, and results so as to upgrade the level of audit 
work reporting and the audit result report.

Fourth, the plan strives to optimize and upgrade auditing techniques. The 
plan stresses the need to build up and improve the electronic audit system for 
increased data concentrated efforts, realize the informationized audit method, 
and actively study ways and means for the realization of data mining, intel-
ligent information processing, big data, cloud computing, and other advanced 
technology, for intelligent auditing and risk assessment.

Fifth, the plan seeks more comprehensive construction of the audit infra-
structure. The National Audit Work Plan (2006–2010) proposed to strengthen 
auditing in three basic aspects: conducting scientific audit management, audit 
control, and audit technology. It also stressed the need to strengthen infrastruc-
ture construction in five aspects: vigorous promotion of the building of the audit 
team, audit legalization, audit informatization, audit theory construction, audit 
culture construction, and consolidation of the foundations for the sustainable 
development of the audit cause.

(3) Creation and Implementation of the Audit Work Plan

(a) Creation

The audit work plan is also called the audit strategy management plan. To 
formulate a good plan, it is necessary to use the knowledge of strategic man-
agement, process related information, explore audit rules, predict future audit 
trends using scientific methods, study and judge the ideal state of auditing, com-
ply with system theory requirements, and rely on certain technical approaches. 
The essence of the audit work plan is to seek and establish optimal strategic 
development goals as a whole.

There are four stages:

	 1.	 Analyze and study various types of information to determine stra-
tegic objectives. Make clear the objectives for the period to be covered, 
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identifying dominant objectives and their relationship with subordinate 
objectives, and opportunities and threats in the process of achieving them.

	 2.	 Study alternative measures and methods for achieving strategic 
objectives. On the basis of predicting the external environment and 
internal conditions of audit work, study the ways of achieving goals and 
identify options. The external environment refers to the social, political, 
and economic situation directly influencing and restricting audit work, 
and is the basic premise of carrying out audit work and the main basis for 
determining audit focus and tasks. Internal conditions refer to the audit 
institutional environment, and quality and quantity of personnel, materi-
als, and equipment essential to accomplishing the strategic goals.

	 3.	 Predict the possibilities and results of achieving the audit strategy 
management goals determined in various plans. Whether audit strat-
egy management goals can be achieved depends on their scientific quality, 
the applicability of audit resources, and the validity of audit methods and 
ways. When setting audit strategy management goals, we should be able 
to predict the possibility and effect of various plans, and their potential 
contribution in achieving primary and secondary goals, and intermediate 
and ultimate goals. Only then can we determine specific plans.

	 4.	 Conduct assessment and reach decisions. The audit strategy man-
agement plan is validated and approved by the decision‐makers of audit 
institutions on the basis of scientific assessment.

(b) Implementation

After the development of an audit strategy management plan, the internal and 
external agencies of audit institutions should implement specific measures 
according to their own situation, create annual and rolling plans, determine 
the respective departments or personnel in charge, designate clear responsibili-
ties, strengthen process control, and try to meet all planning requirements. In 
the process of achieving strategic planning objectives, audit institution should 
arrange to inspect the implementation of plans, conduct general studies, and 
offer suggestions for work improvement, to ensure the implementation of the 
audit strategy management plan and specific requirements.

The National Audit Work Plan (2008–2012) is a guideline and strategic 
plan for the specific period. Significant results have been achieved in practicing 
the guiding ideology and achieving fundamental tasks and goals as stipulated. 
The 12th Five‐Year Plan for National Audit Work more accurately reflects the 
new audit requirements proposed in the Outline of the National 12th Five‐
Year Plan, new achievements of the tracking and performance audits, and 
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new  provisions regarding the accountability audit, and also sums up the new 
experience of audit work, practical achievements in the coordinated approach 
to the public fi nance audit, and changes of basic audit work, thus becoming a 
more scientifi c and operational guide for overall audit work. Since the imple-
mentation of the plan, the audit project organization mode featuring varied 
professional fi elds and profound analysis has become the norm. In particular, 
audit institution has organized unifi ed auditing of the local government debt, 
the national social security fund, the national government debt, stock funds, 
the national land transfer payments, and cultivated land transfer payment and 
expenditure, with great results.     

 IV. AUDIT PLAN MANAGEMENT 

 As the sum of the activities related to the audit plan, audit plan management 
is the central thread integrating audit resources. Audit plan management sets 
performance targets for an audit institution during the plan period and deter-
mines the audit tasks and the needed audit resources. Making an audit busi-
ness rolling plan is essential for the management of audit plans, which should 
make clear the steps for achieving the overall objectives set in the audit work 
plan, and also the measures for decomposing and achieving performance goals. 
Making an annual audit plan is a process of determining each project plan, and 
also allocating audit resources. 

 Procedures of audit plan management in chronological order are as fol-
lows: investigate and collect audit demands, conduct feasibility studies, identify 
alternative audit projects and priorities, assess and allocate audit resources, 
prepare, issue, and adjust the audit plan, manage the audit work plan, and 
check and evaluate the implementation of the audit project. 

 In recent years, audit plan management has undergone changes in fi ve 
aspects: (1) improving the effi ciency of planning by adjusting the planning 
year and planning period; (2) putting forward and implementing a coordi-
nated approach to public fi nance audit by strengthening integration of audit 
resources, and meeting the requirements of audit work reports and audit result 
reports; (3) doing a good job of resource integration, making effective explora-
tion in building a resource integration platform, and making scientifi c explo-
ration in audit resources allocation; (4) unifying the national audit work, and 
organizing the implementation of a number of large national audit projects; and 
(5) enhancing the level of information management of audit planning, and, by 
exploiting available software installed in various audit institutions’ statistical 
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software in national audit institutions at all levels, collecting and analyzing 
audit results of audit institutions at various levels with regard to audit project 
arrangement, execution, resource input, and audit results.

(1) Management Objectives

Audit plan management is an integral part of audit management, so objectives 
of plan management should be included. Audit management aims to make 
audit better play its “immune system” role of safeguarding the healthy develop-
ment of the economy and society. Audit plan management also aims to ensure 
limited audit resources are allocated to the most urgent projects on the basis 
of available audit resources, and in accordance with the principles of working 
within one’s capabilities, overall planning, and being reasonable and balanced. 
It also aims to bring into full play the overall effect of audit resources by leav-
ing room, avoiding repetition, and reducing overlap. Audit plan management 
should focus on preparation, implementation, summary, and assessment of 
project plans. The specific objectives for management are as follows:

▪▪ Objectives of planning management: All audit plan contents should 
be true, scientific, and reliable, and the audit focus should be determined 
according to the major work plans of the Party and governments, and 
reflect the principle of comprehensively auditing and highlighting the 
main focus; audit plan procedures should be compliant and reasonable; 
audit plan tasks should be assigned to and implemented by related depart-
ments and personnel; and clear targets and requirements should be set for 
each plan task, and targets and requirements should be consistent and 
balanced.

▪▪ Objectives of plan implementation management: In view of the com-
plexity of audit work and the unpredictability of economic activities of the 
audited unit, the objectives are to master progress, understand informa-
tion, study and seek to expose the defects and shortcomings in plan imple-
mentation, undertake measures in a timely way, and adjust plan contents 
to ensure the smooth implementation of the audit plan.

▪▪ Objectives of plan results management: The objectives are to inspect 
and assess the rationality of audit projects, and audit the implementation 
of quality control measures, project implementation quality, the progress of 
achieving audit objectives, and cost control; undertake measures to further 
improve plan management through inspection and assessment, and sum 
up lessons and experience.
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According to the requirements for management objectives, the following 
shortcomings should be overcome: insufficient connection with audit strategy 
management; contradiction between audit work and available audit resources; 
and business‐oriented sectors of audit institutions failing to meet the need of 
the new organization mode.

(2) Management Contents

Management controls mainly include audit plan management and audit work 
program management.

(a) Audit Plan Management

An audit plan refers to the arrangement made by audit institutions in accor-
dance with the statutory audit responsibilities and the audit jurisdictional 
scope, and covering projects that need to be audited in a certain period. By 
project type, audit plans can be divided into unified audit plans, authorized 
audit plans, and customized audit plans. The unified audit plan is made by an 
audit institution to better perform its audit responsibilities, conduct unified 
planning and arrangements for the audit tasks within the audit jurisdiction, 
and organize audit groups or audit institutions to jointly implement an auditing 
project or implement similar programs. The authorized audit plan is one under 
which the superior audit institution delegates projects under its jurisdiction to 
a subordinate audit institution, and is a necessary supplement to the unified 
audit plan and an effective way of expanding audit coverage. The customized 
audit plan is the arrangement made by an audit institution upon entrustment 
of relevant departments, according to the actual conditions of local economic 
and social development and the resource situation, to meet the requirements 
of Party committees and governments.

An audit plan mainly includes the following contents: audit project name; 
audit objectives—namely, expected tasks and results; audit scope—namely, 
the unit, the various matters, and the period involved in the audit project; 
audit focus—namely, the contents and activities needing attention in the 
audit process; the unit organizing and implementing the audit project; and 
audit resources, including human resources, funds, equipment, and other 
elements. Audit institution can prepare the annual audit plan in the form of 
a text, a table, or in combination. A true, scientific, and accurate basis and 
reasonable procedures are necessary for making the audit plan, and clear 
objectives and requirements, and audit resources, should be available for 
various tasks.
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Audit institutions conduct extensive research, collect audit demands, 
and initially select projects by understanding, mastering, and studying the 
trends of macroeconomic information and policies, visiting relevant depart-
ments, including the people’s Congress, the people’s Political Consultative 
Conference, Organizational Department, Discipline Inspection Commis-
sion, Development and Reform Commission, and the Finance Department, 
convening a consultation meeting of experts and scholars, seeking the 
opinions of internal and subordinate audit agencies, and so forth. In the 
process of collecting audit demands, preliminary selection of audit projects 
mainly involves: national and regional financial revenue and expenditure, 
related economic activities, major government work, audit requirements of 
administrative heads and related leading organs of the local government 
at the same level, matters a superior audit institution arranges or autho-
rizes, matters that a related department requests audit institutions to check 
and audit, matters reported by the public, and matters needing audit after 
analysis of related data.

Audit institutions should conduct the feasibility study of audit projects 
preliminarily selected to determine audit objectives, audit scope, audit priori-
ties, and other matters. The feasibility study of audit projects should focus 
on relevant laws, regulations, and policies, the management system related 
to the audited unit and its organizational structure, main businesses and 
operating situation, financial revenue and expenditure, relevant information 
systems and electronic data, previous annual audits, relevant management 
and supervision bodies, and the situation and the results of supervision and 
inspection.

On the basis of the feasibility studies, audit institutions should carry out 
grading on alternative audit projects according to their importance to national 
economic and social development, the extent of the concern expressed by 
administrative heads, related leading organs, and the public, the scale of funds 
and assets, and other factors. It also needs to assess the risks of projects accord-
ing to factors such as project scale, management, and control status, objectively 
judging the expected effect of an audit, and comprehensively determine the 
audit project priorities by referring to previous audit frequency and coverage, 
and audit resource requirements. Audit institution should draft its audit plan 
according to priorities and available resources. If necessary, it can organize 
experts to check the draft plan. After seeking the opinions of various parties and 
obtaining approval in accordance with working procedures, audit institutions 
should submit the draft plan to the administrative head of the local government 
at the same level for the purpose of approval, report it to the superior audit 
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institution, create a formal plan, and finally distribute this to the unit assigned 
to implement the audit project.

Upon issuance of the project plan, the implementing unit should strictly 
follow instructions, ensure completion, and make no changes without permis-
sion. Due to the complexity of audit work and the unpredictability of economic 
activities of the audited unit, the plan inevitably will have to be adjusted dur-
ing implementation. This should be subject to the principle of “he who issues, 
adjusts” (i.e., the audit institution issuing the audit plan will make adjustments 
in accordance with working procedures).

In order to ensure implementation, audit institutions should conduct 
the all‐dimensional and whole‐process management of any audit plan, and 
strengthen planning and implementation control. The audit institution imple-
ments the system of reporting the audit plan—that is, the implementing unit 
should report the project implementation situation to the audit institution issu-
ing the audit plan. The latter should regularly check the situation of implement-
ing the annual audit plan, and assess performance. Apart from the regular 
progress checks, audit institutions should also strengthen the inspection and 
assessment of the entity being audited and the eventual audit results.

(b) Audit Work Program Management

The audit work program refers to the planning and arrangements made by 
audit institutions to smoothly complete the audit tasks and achieve the expected 
audit objectives. It is a written instruction for guiding an orderly and effective 
audit. For a unified audit project, the audit work program as the refined audit 
plan is the intermediate link between plan and actual audit. It is prepared by the 
business department of audit institutions and is implemented by the relevant 
audit institution or audit team. It is often issued as a formal document and 
generally consists of two parts: text and form. After preparing the audit work 
program, the business department will submit it for approval by the respon-
sible leader of audit institution, and then distribute it to the audit team or sub-
ordinate audit institution undertaking the actual tasks. The program for an 
important audit project should be audited by an audit business meeting or the 
responsible person of audit institution.

When preparing the audit work program, the business department should 
conduct further investigation according to the audit needs of annual audit 
plans to determine audit objectives, scope, focus, and project implementation, 
as well as other elements. In the process of preparing the work program, the 
business department responsible for organizing and implementing the audit 
project should conduct extensive investigation and research according to the 
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annual audit plan, select representative projects for trial audit if necessary, and 
then prepare the final audit work program. In drafting, the business depart-
ment should solicit opinions of relevant departments to ensure the plan is sci-
entific, rational, and highly operational.

The audit work program includes: audit objectives, audit scope, audit 
contents and focus, audit organization and arrangements, and audit 
requirements. It must be approved pursuant to prescribed procedures. 
Before approving the audit work program, audit institution may, as needed, 
organize experts to run a test. Prior to the starting time of the audit as 
stipulated in the annual audit plan, audit institutions should distribute the 
program to the unit undertaking the audit tasks. The latter may apply to 
adjust the program according to changes in the related audit situation, but 
must obtain approval.

(c) New Situation of Audit Plan Management

Audit plan management is closely related to the external environment. To con-
sciously incorporate auditing into overall economic and social development, 
it is necessary to pay attention to changes in the external environment on 
the premise of maintaining audit independence. This is an essential feature of 
auditing, but one‐sided emphasis on it will affect and possibly harm the rela-
tionship between the audit and the external environment. Audit practices in 
recent years show that the audit work cannot be separated from the external 
environment. To make an audit more effective, it is necessary to pay close atten-
tion to changes in the external environment.

For the purpose of achieving a better audit, it is necessary to strengthen 
audit plan management, effectively integrate audit resources, improve audit 
modes, and continuously expand the depth and breadth of the audit process. 
Judging by the practice of the two government debt audits, if work is done in 
accordance with the role played by original audit institutions, it is difficult to 
fully understand the government debt scale structure, and objectively evalu-
ate the risks. This fails to serve decision making. In the practice of central 
budget implementation auditing and local government fiscal revenue and 
expenditure auditing, an audit institutions break the traditional division of 
work by working together and, at the same time, pay attention to the central 
and local government departments in their allocation, management, and 
use of funds for environmental protection, agriculture, forestry, and water 
conservancy. This gives full play to the role of audit institutions in a construc-
tive way.
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 V. AUDIT QUALITY MANAGEMENT  

 (1) Connotation of Audit Quality Management 

 Audit quality management refers to the organization, control, and supervision 
activities carried out by an audit institution and individual auditors to achieve 
audit objectives and ensure audit quality according to prescribed standards. 
This defi nition involves the three connotative levels: 

   1.   All those involved are the subjects of audit quality management.
Although people’s congresses, governments, and other organizations 
may raise audit quality requirements, relevant departments, the audited 
units themselves, and even the public can also evaluate and monitor audit 
quality. Fundamentally, however, it is the auditing profession that should 
undertake the necessary active measures. 

   2.   Audit quality management mainly focuses on complying with 
prescribed standards and achieving required audit objectives.
Audit quality is mainly reflected in two aspects: (1) Whether the audi-
tors comply with national laws, regulations, and standards in regard 
to auditing responsibilities, authorities, procedures, and business pro-
cesses, and whether the auditing work is normalized; essentially, this 
is a procedural requirement. (2) Whether the audit work and results 
meet expected objectives, and reflect the basic national requirements 
and the basic strategy of audit institutions; this focuses on the audit 
end result. These two aspects are interrelated and inseparable. Legal 
and standardized audit activities are conductive to safeguarding audit 
results, and good audit results can’t be separated from normalization 
of audit behavior. 

   3.   It refl ects the requirements for comprehensive quality manage-
ment.  To achieve this, it is necessary to have the participation of all audi-
tors and the comprehensive and whole‐process quality management of 
audit operation activities. Before auditing, a lot of careful preparation is 
needed. In the process of implementing the audit project and reporting 
audit results, it is necessary to mainly control the quality of relevant activi-
ties, including audit plan preparation, acquiring and recording evidence, 
and audit reporting. After project auditing, it is necessary to inspect and 
supervise the overall quality, analyze any emerging problems, and ensure 
they don’t recur.     
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(2) Objectives of Audit Quality Management

According to Chinese laws and regulations, and the requirements and expecta-
tions of all governments, leading institutions, and the public, the main objec-
tives of audit quality management are as follows:

▪▪ Complying with national laws, regulations, and auditing stan-
dards. Participating auditors should implement relevant provisions and 
requirements of the audit procedures, work flow, and various links already 
laid down, perform duties, authorities, and objectives granted in accor-
dance with laws, regulations, and auditing standards, and continuously 
meet the audit requirements and expectations of the state and the people.

▪▪ Issuing qualified audit reports. The audit report is the main product of 
audit work, reflecting the results in a concentrated way. Firstly, a qualified 
audit report should affirm that audit objectives have been fully achieved. 
It should reveal the problems that violate laws and regulations and affect 
performance, to maintain national economic security and strengthen 
construction of clean government. The audit report should also focus on 
revealing relevant system defects and problems of policy implementation 
and management, proposing improvement suggestions about systems, 
mechanisms, and institutions, and fully playing the constructive role and 
the “immune system” function of auditing. Secondly, it should also include 
necessary elements, meet basic requirements, have complete contents, 
clear facts, and correct conclusions, and be submitted promptly.

▪▪ Disposal and punishment according to law. Chinese audit institutions 
have the right to dispose and punish audited units violating provisions 
related to financial revenue. In doing so, they should comply with proce-
dures and requirements for audit authorities and relevant financial regula-
tions on the conditions, nature, and scope of disposal and punishment as 
prescribed. On the other hand, audit institutions should analyze the nature 
of any problems and amounts involved, consider subjective and objective 
causes and the historical background and environment, and analyze and 
study the impact of problems on the audited unit and social economic 
development, so as to conduct fair disposal and punishment.

(3) Main Contents and Ways of Audit Quality Management

To reflect the concept of and requirements for comprehensive quality man-
agement, global audit organizations and those of western countries including 
the United States have put forward six essential requirements for audit quality 
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management: (1) They stress the leadership responsibility for audit quality. The 
leadership of an audit institution should rationally divide internal management 
responsibilities, develop a quality management system, and build a quality‐
oriented audit culture through demonstration and information transmission. 
(2) There is the aspect of audit ethics. Audit institutions should establish appro-
priate policies and systems and maintain independence and abide by audit eth-
ics, thus forming the audit value guarantee for audit quality management. (3) 
There is a focus on audit arrangements. Audit institutions should fully under-
stand the audited objects, and take audit resources and time into full account 
in determining audit tasks, so as to achieve high‐quality audits. (4) There is the 
vital aspect of human resources. Auditors should have appropriate professional 
competence and service quality. (5) There is the actual audit implementation. 
Auditing should be conducted in accordance with laws, regulations, and audit-
ing standards, and a qualified audit report should be issued. (6) There is the 
aspect of quality control. Through regular supervision, inspection, and external 
peer review, quality management policies and systems should be implemented 
appropriately and effectively. These six elements are the main contents of audit 
quality management. Audit institutions should establish specific quality man-
agement systems and conduct quality control based on the actual situation.

The means of achieving audit quality management are: The leadership 
responsibility for audit quality can be performed mainly through establishment 
and improvement of relevant rules and regulations, and leadership behavior; 
audit ethics can be cultivated mainly by establishing and improving the profes-
sional codes and rules, strengthening auditors’ self‐accomplishment, conduct-
ing typical demonstrations, establishing an ethics evaluation and education 
system, and so on; better audit task arrangement can be achieved mainly 
through strengthening audit plan management; better use of human resources 
can be achieved mainly through hiring auditors and external experts, conduct-
ing continuous education, strengthening training and practices, and estab-
lishing a quality‐oriented performance evaluation, assessment, and incentive 
system; operations can be conducted smoothly mainly through controlling 
the audit process, audit behavior, and audit results; quality monitoring can be 
achieved mainly through various supervisory, inspection, and quality respon-
sibility investigations.

Audit plan management has been elaborated in Section IV of this chap-
ter; the leadership responsibility for audit quality and the audit ethics will be 
described in, respectively, Chapter 7 and Chapter 9, and human resources will 
be discussed in Section VIII of this chapter. This part focuses on the main con-
tent and specific approaches in regard to operations and audit quality control.
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(4) Audit Quality Management

Audit services mainly include auditing and forming audit results. This part 
will mainly describe the key work and management measures for controlling 
the quality of preparing the audit plan, collecting audit evidence, and forming 
audit results.

(a) Audit Plan Quality Management

To achieve audit objectives, the audit plan should include the contents, ways, 
and persons of audit, and key work of quality control.

Step 1: Accurately determine the audit items and objectives. A 
guiding and operational audit plan should make clear specific audit 
items. The more concrete and refined the audit items, the clearer the 
audit contents. These audit items may cover certain business activities 
of the audited unit, one or several funding incomes and expenses, and 
certain problems. Meanwhile, we should point out audit directions by 
item, make clear any questions and possible results, and determine audit 
objectives.

Step 2: Select the appropriate audit steps and methods. After audit 
items are determined, it is necessary to select the audit paths and break-
through methods. An audit item might require identifying multiple 
paths and methods for implementation; we should select the most effi-
cient, easiest, and most economical paths. For some other audit items, 
regular audit methods may not be applicable, and specific breakthrough 
methods will then be brought into play.

Step 3: Rationally allocate the audit team’s resources. The team 
should rationally divide the work according to the characteristics of the 
audit items, as well as auditors’ knowledge, ability, and experience, and 
fully consider the audit progress so as to allocate sufficient funds and 
time.

The key work of quality control mentioned earlier should be carried out 
mainly through the following management measures:

	 1.	 Fully understanding the relevant situation of the audited unit. 
Based on the audited unit’s organization structure, business activities, 
industry status, financial and fiscal management system, balance of 
payments, the situation of implementing relevant laws, regulations, and 
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policies, and of previously receiving audits and supervisions, audit insti-
tutions should analyze possible problems and then develop a clear under-
standing of the conditions of the control environment, risk assessment, 
control activities, information sharing and communication, control super-
vision, internal control and implementation, and information system and 
electronic data construction. On this basis, audit institutions should ana-
lyze whether the internal control conditions of the audited unit are enough 
to prevent possible problems from appearing, and to lay a firm foundation 
for determining audit items and objectives. Further investigation of the 
audited unit will contribute to more accurate audit items being determined 
and more instructive audit plans emerging.

	 2.	 Assessing possible important problems. If problems emerge in the 
audited unit found after investigation and analysis, the audit team needs to 
hold group discussions, and possibly recruit experts to assess their impor-
tance from the perspectives of nature, amount, and specific environment 
so as to make clear the specific audit scope, items, and objectives.

	 3.	 Determining audit response measures. After audit items and objec-
tives are determined, it is necessary to consider the actual situation of the 
audit team and the audited unit according to the audit objectives, and 
determine audit steps and methods item‐by‐item. As to important audit 
items, experienced auditors and adequate audit time should be allocated, 
and experts can be hired if necessary. For the audited unit subject to infor-
mation system auditing and electronic data analysis, audit institutions 
should allocate competent staff or experts, and determine specific meth-
ods for inspection and analysis. For problems that may constitute major 
violations of the law or suspected economic crimes, special arrangements 
should be made in terms of inspection scope, method, personnel allocation, 
and audit time.

	 4.	 Adjusting the audit plan in a timely way. The quality of the audit plan 
depends on the degree of understanding of the audited unit’s situation. 
In the short term, it is difficult to deeply understand a large audited unit 
with complex businesses or the business areas with which auditors are not 
familiar, and the process of “practice/cognition/repractice/recognition” 
will then be necessary. Therefore, the investigation, understanding, and 
cognition of an audited unit usually run through the whole process. Audit 
institutions may then need to update, revise, and refine the original audit 
ideas and adjust the audit plan. The audit team head can handle this in a 
timely way according to the investigation situation, except in the case of 
major adjustments of audit plans or programs for major projects. The audit 



188	 ◾  Study of Audit Management 

team head should record the plan adjustment situation in a convenient and 
efficient way.

(b) Audit Evidence Quality Management

Collecting evidence is one of the main tasks of audit work. Auditors implement 
an audit plan, collect audit evidence, draw audit conclusions, and finally draw 
up audit reports. The highlights of audit evidence quality control are as follows:

▪▪ The sufficiency of audit evidence is a quantity measurement indi-
cator. Every audit conclusion must be supported by audit evidence, with-
out subjective assumption; audit evidence collected must be sufficient to 
prove all elements of the audit item and draw correct audit conclusions.

▪▪ The appropriateness of audit evidence is a quality measurement 
indicator. Audit evidence should be relevant—that is, be substantively 
linked with audit items and objectives; and it should be reliable, true, and 
credible.

The highlights of audit evidence quality control are mainly subject to the 
following management measures:

▪▪ Selecting the appropriate mode and method of collecting evidence. 
The auditor must select a method that can obtain effective evidence for 
each audit item. Meanwhile, the auditor, according to the needs of audit 
conclusions, may investigate and collect evidences for all audit items or 
some specific items, or obtain sufficient audit evidences through the audit 
sampling mode.

▪▪ Collecting audit evidence for elements of the audit conclusions. 
Generally speaking, four elements should be present to draw an audit con-
clusion: criteria—namely, what it should be; and fact—namely, the actu-
ality (the difference between the displayed fact and the required standard 
will constitute an audit problem); influence—namely, consequences; and 
causes—namely, why the problem has occurred. The auditor should col-
lect audit evidence linked to these elements and ensure it is closely related 
to the audit conclusion.

▪▪ Taking further measures to deal with conflicting evidence. This 
should be consistent and mutually provable. If evidence of different sources 
and different types conflict, at least some of it may not be true. In this 
case, the auditor must remain on high alert, and take further measures to 
ensure reliability of audit evidences.
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▪▪ Guiding, reviewing, and supervising evidence collection and audit 
recording. During auditing, the auditor should continuously evaluate the 
sufficiency and appropriateness of evidence. The audit team head should 
guide members to obtain evidence and then review it, organize research 
and discussion, or consult external experts. The audit team head should 
guide members to draft the complete audit plan in a timely manner, and 
then check audit processes, evidence, and audit, and review the audit draft.

(c) Audit Results Quality Management

Audit results are conclusions reflected in an audit report or other form. The 
highlights of the audit result quality control are as follows:

▪▪ Accuracy of audit facts. Audit conclusions should be based on facts. The 
facts and data must be accurate and consistent with the objective facts. Sec-
ondly, audit facts must be clear and complete, making clear the major parts 
of important items, and reflecting the relevant facts completely based on 
the four elements previously listed—criteria, facts, influences, and causes.

▪▪ The focus must be on the correctness of audit conclusions. These 
include comments on audit items, opinions or suggestions on disposal and 
punishment regarding violations of the laws and regulations, and sug-
gestions for improving the system and performance and strengthening 
management. Audit institutions should put forward proper audit opinions 
based on facts, relevant laws, regulations, and standards, and according 
to the actual situation.

▪▪ These must involve normalization of audit document formats. Audit 
documents reflect the audit results and conclusions, and are binding upon 
the audited unit, affecting its interests. Standard audit documents are con-
ducive to the proper understanding and implementation of the audited 
unit.

The highlights of audit result quality control are mainly due to the follow-
ing management measures:

	 1.	 The audit team brainstorming system. After the end of an on‐site audit, 
the team will discuss the audit situation and give opinions, which are the 
basis of forming audit results and an important guarantee for improving 
their quality. The audit team should evaluate the situation of achieving 
audit objectives, the sufficiency and appropriateness of audit evidence, 
and the importance of any problems uncovered, put forward opinions on 
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disposal and punishment, as well as the overall evaluation opinions and 
audit suggestions, and finally form audit reports and other documents.

	 2.	 Business department review system. The business department estab-
lishing the audit team, or to which it belongs, guides and supervises the 
field audit, and controls the audit results quality from an overall perspec-
tive and higher level. The review by the business department should be 
comprehensive, and cover all audit documents, as well as audit evidence, 
audit draft, and audited unit feedback.

	 3.	 The audit project review system. According to the requirements of 
“establishing and improving the power structure and operation mecha-
nism featured by the interaction and coordination between decision‐mak-
ing, executive, and supervisory power” raised in the Report at the 17th 
Party Congress, the National Audit Work Plan (2008–2012) proposed to 
make the audit plans and implement and review the system for manag-
ing audit items that separate and constrain each other. On the basis of 
past experience, the audit project review system was established in 2010. 
The Regulations for the Implementation of the Audit Law of the People’s 
Republic of China and the National Auditing Standards of the People’s 
Republic of China treat this system as an important audit quality man-
agement system. Under it, the specialized review agency independent 
from the audit, based on the audit plan, focuses on the audit processes 
and results, comprehensively reviews audit information, and listens to 
the opinions of audit institution, to make an independent judgment and 
put forward opinions or suggestions on disposal and punishment. Audit 
review is audit process supervision, and is essential to form audit results. 
The review agency should review the audit procedure execution situa-
tion, the audit plan and its implementation situation, the sufficiency and 
appropriateness of evidence, integrity of audit records, factual accuracy of 
audit documents, and the correctness of applicable laws and regulations. 
In addition, it should propose review opinions, directly propose or modify 
the disposal and punishment opinions of audit institution, directly modify 
and form audit documents, and report to the responsible person of audit 
institution for approval.

	 4.	 The system of examining and approving audit results by the 
responsible person of audit institution. This person, on behalf of 
an audit institution, examines and approves audit results, and signs and 
issues audit documents. According to the importance of the audit results, 
he or she can examine and approve audit results by directly examining and 
approving or deciding to convene a conference.



	 V. Audit Quality Management  ◾� 191

(5) Audit Quality Supervision and Inspection and 
Accountability

In addition to the quality management of audit processes and results, ex‐post 
external supervision and inspection should be strengthened, and major audit 
quality problems exposed.

(a) Internal Quality Inspection System of audit institution

Many foreign audit institutions have established a peer review system, under 
which an audit institution invites other audit institutions or audit agencies 
to regularly supervise and inspect its audit quality management situation. 
According to audit management system requirements and actual conditions, 
China’s audit institutions implement an internal quality inspection system, 
under which the audit quality management department not involved in audit-
ing independently checks the audit quality of those involved in the actual audit, 
puts forward inspection opinions and suggestions for the audited unit to cor-
rect and rectify problems, and promotes strengthening and improving audit 
quality management.

The main contents of audit quality inspection are: Inspect the situation of 
establishing and improving the audit quality management system, and expose 
major shortcomings and obvious disadvantages of the quality management 
system. Inspect the implementation of the audit quality management system, 
expose major problems of failing to strictly comply with laws, regulations, 
auditing standards, and internal rules of audit institution on audit quality 
management, and analyze the causes and impacts. Check the completed audit 
items, expose major problems of failure to implement the audit plan, obtain suf-
ficient and appropriate audit evidence, reveal the outstanding problems of the 
audited unit or dispose and punish according to law, and finally put forward 
measures for correction and disposal.

(b) Internal Hierarchical Audit Supervision System

China’s audit institutions are responsible for leading subordinate agencies in 
audit work. In accordance with the Audit Law of the People’s Republic of China 
and its implementation regulations, audit institution supervises the operations 
of subordinate audit agencies, requiring them to modify or cancel audit deci-
sions violating relevant state provisions, or directly change or revoke the deci-
sions. The Outline for Promoting Law‐Based Administration in an all-around 
way promulgated by the State Council in March 2004 also provides for the 
superior audit institution to innovate a hierarchical supervision system, and 
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establish and improve the system of regular supervision, especially the specific 
administrative acts of subordinate audit agencies. Through quality inspection, 
the application of the audited unit for reconsideration, or appeals, media cov-
erage and public reporting, or any other channel, the superior audit institu-
tion can find major quality problems of subordinate audit agencies in regard to 
disposal and punishment, correct them according to the law, and strengthen 
supervision.

(c) External Audit Supervision System

External supervision of audit quality is achieved mainly in four aspects: Firstly, 
supervision by the NPC and government through instruction and requirements 
for strengthening audit quality management, and handling administrative 
reconsideration or judgmental matters. Secondly, there is supervision by rel-
evant functional departments, such as judicial offices through the hearing of 
administrative litigation cases, and supervision through investigating and 
handling audit transfer matters. Thirdly, supervision can be performed by the 
audited unit by raising objections to the draft audit report, taking relief mea-
sures, or lodging complaints if disagreeing with the audit decision. Fourthly, 
there is public supervision, the media’s critical reporting, and so on.

(d) Audit Quality Accountability System

In case any auditor causes a major quality accident due to willful misconduct 
or gross negligence, violation of laws, regulations, auditing standards, and 
other regulations, he/she shall be investigated for criminal responsibility, 
which is an important guarantee for implementing an audit quality manage-
ment system, and also a necessity for administration by law. Many auditors 
usually jointly implement an audit plan and form audit results. The following 
work should be done for implementation of the audit quality accountability 
system: making clear the management duties of the audit team head and its 
members, personnel from the business department to which the audit team 
belongs, the personnel from the review agency, and the responsible person 
of the audit institution; according to the division of auditing duties, provid-
ing definitions of direct responsibility, review responsibility, and leadership 
responsibility, and determining procedures for the disposal of responsible 
personnel; and when a major quality accident is discovered through audit 
quality inspection, administrative audit reconsideration, administrative liti-
gation, government arbitration, public reporting, and so on, dealing with the 
responsible auditors according to the law.
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 VI. AUDIT RESULTS MANAGEMENT 

 Audit results management is an extension of the audit and an important part of 
the whole audit management. Strengthening the management of audit results 
is an important method and way to enhance the audit effi ciency and audit 
results, and is of great signifi cance to prevent the loss of audit results, improve 
the audit level, and enhance the effect of audit supervision.  

 (1) Connotation of Audit Results 

 Audit results refl ect the effects or benefi ts of audit—that is, fi nding out the real 
situation and existing problems, putting forward suggestions for improving 
the work and system, promoting problem solving, and eventually converting 
into administrative power and productivity. Basically speaking, auditing is 
an “immune system” to safeguard the healthy development of the national 
economy and society, and the audit results refl ect the “immune system” func-
tions in three aspects: handling and correcting problems in violation of laws 
and regulations, promoting income increases and cost savings, improving 
fund usage effi ciency, and directly refl ecting the economic benefi ts of audit; 
improving the systems and strengthening management to create a good 
system for economic development, and indirectly refl ecting the economic 
benefi ts of auditing; and providing real and reliable information to govern-
ments and the public, standardizing management, urging all walks of life 
to pay attention to, participate in, and supervise national fi nancial revenue 
and expenditure activities, promoting administration according to the law 
and making government affairs public, and improving the credibility and 
executive force of government departments, thus refl ecting the social benefi ts 
of auditing. 

 From the perspective of management, audit results usually are divided into 
two categories. Firstly, audit results can be further divided into two categories 
by content: (1) Major problems found during auditing that need to be solved 
by relevant parties, including the problems concerning the audited unit, and 
problems affecting normal audit, such as audit resistance, lack of audit forces, 
mismatching of audit laws and regulations, and large audit risks. This is one 
of the most important audit results, and embodies audit operational results in 
a centralized way. For such problem results, audit institutions should analyze 
the causes and propose a solution. (2) Experience results—namely, various 
experience and practices generated or revealed during auditing, including the 
advanced experience and best practices of an audit institution and the audited 
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unit. Secondly, audit results can be further divided into four categories by 
carrier: (1) decision results, such as audit decisions; (2) report results, such 
as audit reports, audit investigation reports, audit results reports, audit work 
reports, special audit reports, and audit results announcements; (3) suggestion 
results, such as audit proposals and audit transfer disposal documents; and 
(4) information results, such as key audit information, important information 
catalogues, audit briefing, information transfer letters, audit work correspon-
dences, and audit dynamics.

(2) Objective of Managing Audit Results

Managing audit results must fully reflect the overall audit objective, and play 
a positive role in promoting and facilitating its implementation. Meanwhile, 
according to the principle of maximizing management benefits, the audit 
results should also be maximized.

▪▪ To achieve the overall audit objective, audit results management should 
meet three requirements: (1) allowing the superior audit agencies and 
related audit parties to understand the realities of the audited unit, 
including the overall situation of financial management, achievements, 
outstanding problems, and the degree of seriousness, causes, and means 
for solution; (2) urging the audited unit to rectify audit problems; and (3) 
ensuring the public understands the audited unit’s financial management 
status in order to form powerful social opinion supervision, and urge the 
unit to enhance its responsibility for its performance and strengthening 
its management.

▪▪ To improve audit performance, audit results management should maximize 
the audit results (i.e., achieve greater results with fewer audit resources). 
Specifically speaking, audit institutions should combine audit results man-
agement with audit organization: focusing on the problems involving the 
large amount, hazard, and impact on the basis of analyzing and studying 
the audited unit; and playing a constructive and proactive role—audit 
institutions should have both micro‐ and macroviews, and focus on putting 
forward specific opinions and suggestions to improve systems and policies, 
so as to fundamentally solve problems. Audit institutions should improve 
efficiency, integrate and use internal and external resources through sci-
entific management methods and advanced technologies, highlight rectifi-
cation and reform, and promote openness, so as to maximize the utilization 
of audit resources and results.
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(3) Usage of Audit Results

At present, usage of audit results is as follows:

	 1.	 Audit reporting system. For projects organized by theCNAO, the com-
prehensive audit report should be submitted to government after the audit 
results are summarized. For problems concerning the major special proj-
ects found in the audit, the special audit report should be submitted to 
government.

	 2.	 System of annual audit results report and work report. The CNAO 
conducts audit supervision on central budget performance and other finan-
cial revenue and expenditure situations and makes an audit result report to 
the Premier. Local audit institutions at various levels conduct audit super-
vision on corresponding level’s budget performance and other financial 
revenue and expenditure situations and report results to the local people’s 
government and audit institution at the upper level. At the same time, 
audit institutions at all levels annually produce an audit work report of the 
corresponding level’s budget performance and other financial revenue and 
expenditure to the corresponding Standing Committee of the local people’s 
congress, upon the entrustment of local governments.

	 3.	 Audit results announcement system. Audit institutions make public 
the audit results while ensuring the safety of state secrets and the business 
secrets of audited units according to law, and abide by the relevant regula-
tions of the State Council.

	 4.	 System of disposing matters in violation of rules. For financial rev-
enue and expenditure as well as related behavior in violation uncovered by 
an audit, audit institutions should take care to stay within their legitimate 
authority and the laws in making decisions on disposal and punishment. 
For matters needing to be transferred to the competent authorities or units 
to correct, dispose, and punish, or needing investigation of the responsi-
bility of relevant personnel, audit institution must issue a letter of audit 
transfer and handling.

	 5.	 Audit information reporting system. For the clues to major cases con-
cerning violation of laws and rules, and universal and emerging problems 
found in the audit, audit institutions need to submit relevant information 
to governments individually.

	 6.	 System of correcting problems found in the audit. According to the 
Audit Law, governments at various levels should report the rectification 
and disposal results of problems detailed in the audit work report to the 



196	 ◾  Study of Audit Management 

Standing Committee of the local people’s congress. If the stipulations con-
cerning financial revenues of higher authorities performed by the audited 
units violate laws and rules, audit institutions should suggest correction by 
the competent authorities. If the relevant authorities do not handle them 
properly, the audit institutions can refer the matter to the institutions hav-
ing the right to handle them according to law.

	 7.	 System of transferring clues to cases and disciplinary violations. 
During the investigation and treatment of illegal acts, if they seem to con-
stitute a crime requiring investigation of relevant personnel for criminal 
liability, the audit institutions transfer the matter to the public security or 
procuratorial organs in a timely way according to relevant regulations. 
If involved personnel have to be investigated for administrative responsi-
bility for illegal acts, the case should be passed to the supervisory organ 
in a timely way according to relevant regulations. Problems concerning 
surpassing the limits of authority of audit disposal and punishment should 
be transferred for investigation by the relevant administrative departments 
in charge according to regulations.

(4) Contents of Audit Results Management

Audit results management is important to enhance the audit effect. To process 
audit results deeply through audit results management, and provide more qual-
ity products with high technology contents and high‐end products meeting 
various needs, audit institutions must determine the highlights of the expected 
audit results around the economic and social development priorities, constantly 
improve the quality and effectiveness of audit results, strengthen macro‐analysis 
and integrated analysis, and improve the global and forward‐looking nature of 
audit results. Specifically, audit results management involves four aspects.

(a) Standardizing Audit Results Carriers

In modern society, information is an important part of management activities, 
and indeed their ultimate purpose. That is to say, managers’ ultimate goal is 
to obtain all sorts of valuable social, political, economic, scientific, technologi-
cal, and cultural information. Audit institutions should try to build an audit 
results platform, with “two reports” as the core, and audit reports and audit 
information as the basis. Audit institution should strengthen unified manage-
ment of audit projects, and comprehensively understand the situation of the 
audited unit, which helps master the situation systematically, reflect universal 
problems, improve the pertinence of the audit report, and provide extensive, 
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comprehensive, and systematic materials for government decision making. In 
this way, even without an increase of audit resources and forces, audit insti-
tutions can better play their role of audit supervision. To this end, the follow-
ing two aspects are important: firstly, striving to improve the quality and level 
of audit reports. Audit reports include the report issued by audit institutions 
after auditing, and the report issued after the special audit investigation.2 Audit 
institutions should pay close attention to the standardization of audit reports, 
prepare and review them in strict accordance with the Audit Law of the PRC 
and implementation regulations, national auditing standards, and related provi-
sions, and create a report characterized by complete contents, clear facts, correct 
conclusion, appropriate words, and standardized formats. Special audit investi-
gation reports should focus on the problems regarding macro‐aspects, univer-
sality, policies, institutions, or mechanisms according to specific objectives, and 
encourage suggestions for improvement. In addition, the audit report should 
also present comments on authenticity, legitimacy, and efficiency according to 
different audit objectives and the audit facts affirmed, on the premise of prevent-
ing audit risks, and in accordance with the principle of importance. Secondly, 
there is a need to improve the audit information work. Audit institutions should 
further improve and standardize the audit information management, make bet-
ter overall planning of audit information, strengthen information transfer and 
feedback between superior and subordinate agencies, and enhance systematiza-
tion and the initiative and timeliness of information work; seriously implement 
information accountability, better control quality, and ensure a report has clear 
facts, accurate nature determination, refined contents, specified format, and 
timely reflection. It is also vital to strengthen integrated analysis, improve the 
macro‐ and comprehensive level of information, and increase information of 
importance, high quality, large impact, and good effect.

(b) Improving Utilization of Audit Results

Audit results management must be strengthened: firstly, enhancing macro‐
awareness, with comprehensive, systematic, and dialectical thought, and 
conducting integrated use of audit results through summary, analysis, and 
integrated refinement. Secondly, it is vital to summarize common and regular 
problems according to concrete and microeconomic phenomena, grasp ten-
dentious and sensitive issues, and offer valuable proposals in a timely man-
ner for strengthening management, remedying system defects, and resolving 
social conflicts. Thirdly, it is necessary to broaden and deepen the use of audit 
results horizontally and vertically, and achieve multiple results for one audit 
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and multiple uses of one result; standardize and educate a number of audited 
units through one audit; and improve the level of serving overall economic and 
social development by deeply mining the audit results.

(c) Expanding Channels for Use of Audit Results

At present, the audit results are reflected mainly in the form of an audit docu-
ment and information briefing. The audit results are shared only by superior 
government departments and audited units, and liquidity is weak; thus their 
role cannot be fully displayed. Audit institutions can expand the channels 
for utilization of audit results in three aspects: firstly, expanding the scope of 
information disclosure, and forming joint forces supervising and managing an 
audited unit. On the premise of keeping national secrets and the commercial 
secrets of relevant units, audit institutions should send copies of audit opinions 
and audit decisions to the competent department of the audited unit, and report 
the related audit situation to the departments of Party committees, and dis-
cipline inspection and supervision, so they will understand in a timely way 
the related situation and will strengthen the management and supervision of 
audited units and other relevant departments accordingly. Secondly, there is a 
need to resolutely implement the system of announcing auditing results, and 
gradually standardize the forms, contents, and procedures of such announce-
ments. The system of announcing auditing results is implemented to promote 
the rule of law, administration according to law, and development of the audit 
cause. It is necessary to announce the results of all audits and audit items except 
those involving national secrets, commercial secrets, and other information 
that cannot be disclosed to the public; release audit results information by tak-
ing full advantage of TV, newspaper, network, and various news media; guide 
the public to conduct indirect supervision of the audited units; urge audited 
units to exercise audit decisions through strong social opinion powers; and 
maximize the sharing and use of audit information (results). Thirdly, it is 
now necessary to accelerate the electronic dissemination of audit results and 
resources, and establish an audit information resource database; this needs the 
establishment of an information‐sharing platform based on the government 
information network to share audit resources, promote in‐depth application 
of audit results in the fields of administrative supervision, law enforcement 
supervision, cadre management, and macromanagement through more levels 
and channels, explore the approach of recording audit results in anticorrup-
tion databases and the personnel files of leading cadres from the audited unit, 
and regard them as the basis for assessment, promotion, communication, job 
transfer, and demotion.



 VII. Audit Cost Management ◾ 199

 (d) Enhancing the Effect of Utilizing Audit Results 

 The effect of utilizing audit results can be enhanced mainly through three 
measures: (1) strengthening quality control of audit results. Quality of audit 
results is the basis and prerequisite of determining their effect. Audit institu-
tions should strictly regulate audit conduct, strengthen audit quality control, 
constantly improve the ability of auditing according to law, and ensure audit 
results are characterized by clear facts, accuracy, proper disposal, easy imple-
mentation, and operation. (2) It is necessary to establish an audit results track 
and inspection system and promote their transformation. Auditing aims to 
reveal problems and resolve them, which is more important. Whether the audit-
ing decisions are effectively implemented determines whether the desired effect 
of audit supervision can be achieved, and whether the solemnity and authority 
of the audit supervision can be maintained. Therefore, audit institutions should 
strengthen the conversion of audit results, promote their application, supervise 
and inspect the situation of implementing and adopting any audit decision, 
audit opinion (audit report), or audit suggestion, track, analyze, and evaluate 
the situation of utilizing audit results and rectifi cation, conduct follow‐up audit-
ing if necessary, and assist in correcting related problems found after auditing. 
(3) It is important to strengthen organizational leadership, improve systems, 
and make responsibilities clear. It is necessary to strengthen the cooperation 
with relevant departments during the application of audit results, and establish 
a sound reporting system, a system of supervision and inspection, an account-
ability system, and an information disclosure system for effective utilization of 
audit results. In addition, audit institutions should explore the establishment 
of a mechanism for coordinated utilization of audit results and the long‐acting 
mechanism for rectifi cation, improve the effi ciency and effect of utilizing audit 
results, and further promote the role of audit supervision.     

 VII. AUDIT COST MANAGEMENT 

 The ultimate requirement for scientifi c auditing is to reduce audit costs, save 
audit resources, and maximize audit benefi ts, all to be achieved through sci-
entifi c management.  

 (1) Connotation of Audit Costs 

 In a broad sense, cost is an economic concept, referring to the resources occu-
pied or used by people for specifi c purposes in economic activity. In a narrow 
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sense, cost is a value concept, referring to the entire fiscal expenditure for a cer-
tain activity. Audit cost also can be explained through use of both perspectives. 
In a broad sense, audit cost refers to the resources occupied or used by an audit 
institution in exercising its auditing duties, including all external and internal 
costs controllable and also uncontrollable by an audit institution within a cer-
tain period. In a narrow sense, audit cost refers to all fiscal expenditure an audit 
institution can control or influence. The following audit costs involve this latter 
sense: labor costs, such as basic staff costs and various expenses involved in staff 
training; daily public expenditures, including office expenses and other costs 
incurred by an audit institution; project expenditures, such as the expenditure 
for implementing an audit project; and other costs for resource occupation and 
consumption in exceptional circumstances, under the force majeure concept, 
such as accidents and natural disasters.

(2) Objectives of Audit Cost Management

Audit cost management refers to a series of approaches and measures taken 
by an audit institution to reduce audit costs and better perform auditing duties 
and functions by law. The ultimate goal is to reduce audit costs on the premise 
of improving audit quality and efficiency, so as to maximize the effect. Audit 
efficiency is the comparison between audit costs and the sum of economic and 
social benefits produced by the auditing results. So‐called audit efficiency maxi-
mization means minimization of audit costs while maximizing economic and 
social benefits, or the maximization of audit efficiency under the condition of 
matching audit costs.

To better achieve the specific objectives of audit cost management, atten-
tion should be paid to the following two aspects: (1) It should not only focus on 
minimizing the costs; audit cost refers to the resources occupied and consumed 
to achieve an expected audit result. If minimizing the audit cost is the only 
goal, it may have an adverse impact on audit work and reduce quality. For 
example, some audit institutions and individual auditors may lower the audit 
objectives, thus increasing audit risks; some auditors may simplify the audit 
evidence‐collection procedures, which lowers the pertinence and sufficiency 
of audit evidences; some auditors may use inappropriate audit methods, thus 
causing an erroneous audit judgment. (2) It should be combined with utili-
zation of audit resources, innovation of audit technologies and methods, and 
integrated use of audit results. It is necessary to promote integration of audit 
resources, and maximize their utility through optimization of different auditors 
and audit departments; audit institutions should use more advanced, scientific, 
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and economical audit ways and methods to improve audit efficiency; and they 
should promote integrated utilization of audit institutions and auditors, and 
in‐depth development of audit results.

(3) Content of Audit Cost Management

This will be decided by factors of affecting overall audit cost. Audit work by 
nature can be divided into two categories—namely, audit administration and 
audit operation. The former refers to a series of activities for planning, organiza-
tion, control, and distribution of labor, finance, and materials to guarantee a 
smooth audit operation. Audit operation refers to specific professional work as 
an important component of state power. Audit administration is a guarantee 
for an audit operation, and its level is directly related to the degree and effect 
of the latter; audit operation is the fundamental way of bringing into play the 
full audit function and role. Therefore, audit cost management mainly covers 
the cost and efficient management of audit administration and audit operation, 
aiming to improve the efficiency and effect of an audit institution in performing 
its supervisory duties.

(a) Cost and Efficiency Management of Audit Administration

This mainly aims to ensure an audit institution functions in an efficient and 
orderly way through administrative management, and seeks to reduce audit 
costs and enhance audit supervisory efficiency. As mentioned earlier, audit 
administration involves decision making, management, and implementation. 
Because different levels have different characteristics, duty ranges, and man-
agement objectives, the contents and methods for management of cost and 
efficiency should also differ.

(A) Cost and Efficiency Management of High‐Level Organizations  The 
efficiency of a high‐level organization is mainly embodied in its organiza-
tional efficiency (i.e., improving the overall effect and saving audit resources 
through overall organization and coordination). Cost and efficiency manage-
ment involves the following: improving the high‐level leadership and decision 
mechanisms, ensuring the correctness, rationality, and feasibility of high‐level 
decisions, and ensuring the plans and arrangements reflect clear objectives and 
proper coordination; establishing a system for efficient and smooth informa-
tion transfer, and ensuring smooth channels, shortest paths, simple ways, and 
scientific and reasonable methods; and establishing a mechanism to ensure 
subordinates can understand and implement high‐level decisions.
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(B) Cost and Efficiency Management of a Middle‐Level Organization  This 
mainly embodies organizational efficiency. Cost and efficiency management 
involves: guaranteeing the completeness and scientific efficiency of work 
plans; ensuring implementation measures are connected to high‐level deci-
sions; providing useful information and data for high‐level decision making in 
a timely and accurate way, including feedback on the implementation of earlier 
high‐level plans and policies; providing executive‐level staff with guidance or 
coordination services in a timely and accurate way; strengthening integration 
of audit resources; and reducing audit costs through optimized allocation of 
resources.

(C) Cost and Efficiency Management at the Executive Level  This is mainly 
embodied as mechanical efficiency, and involves the following: establish and 
improve relevant operating norms and guidelines; strictly and efficiently imple-
ment relevant norms and guidelines; provide useful information and data for 
high‐level decision making in a timely and accurate way; report or provide 
feedback on problems uncovered in accordance with stipulated procedures; and 
strive to achieve the purpose and requirements of the senior level.

(b) Cost and Efficiency Management of Audit Operation

Audit institutions meet social need through specific economic supervision. 
After the establishment of audit organizations, continuous operations are 
carried out. Any audit result is achieved by the input of certain audit costs. 
Audit results reflect the economic supervision functions of audit institutions in 
a concentrated way, and also comprehensively reflect the audit management 
effect. Audit operation benefits mainly consist of economic and social benefits. 
Therefore, the cost and efficiency management of audit operations is mainly 
embodied in the management of economic and social benefits.

(A) Management of Economic Benefits of Auditing  This refers to the pro-
portion between an audit institution’s input in time, labor, and funds, and the 
role of auditing in making up for economic losses and maintaining healthy 
economic development. Economic benefits of audit cannot be simply quanti-
fied; both quantitative and qualitative measurement must be adopted. By cal-
culating and assessing the workload per unit of time, audit institutions can 
achieve a basic evaluation of audit efficiency, and then analyze the inputs and 
outputs for each audit item, so as to achieve the best audit effect and audit ben-
efits with minimum input of labor, material, and financial resources and time. 
Currently, audit work focuses on central economic tasks, and economic benefit 
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management mainly involves the following aspects: concentrating resources 
and forces on important audit projects; optimizing work arrangements effi-
ciently to save time and handle various audit problems quickly and accurately; 
paying attention to the integration of audit technologies and methods; and 
forming standardized operational procedures and technological methods.

(B) Management of Social Benefits of Auditing  This refers to the social 
contributions of the audit in promoting scientific and technological progress, 
protecting natural resources and the ecological environment, safeguarding 
national and social security, and improving national defense capabilities, peo-
ple’s material and cultural life and health conditions, and national governance. 
Social benefits are more difficult to quantify. The main audit function is super-
visory, so as to promote democratic and political reform and socioeconomic 
development and safeguard stability. Therefore, it is necessary to maximize the 
social benefits of audit supervision, and effectively bring into full play the role 
of audit supervision in promoting political, economic, and social development. 
This mainly involves: first, focusing on strengthened detection of major viola-
tions of laws and regulations, an important means of utilizing the deterrent 
role of audit supervision—over the years, through detection of major violations 
of laws and regulations, especially detection of major cases, social influences 
of audit supervision have been significantly enlarged with better results; sec-
ond, revealing the problems and improving systems and mechanisms simul-
taneously. Revealing problems is only a temporary solution, the fundamental 
approach being to identify defects and weaknesses in the control links and 
systems, and promote the establishment and improvement of systems, so as 
to fundamentally improve the social benefits of audit work. The third item is 
ensuring the objectivity and fairness of audit. Audit institutions need to pro-
mote a sound ethical approach, demonstrating overall professional ethics. By 
revealing problems and handling them objectively and fairly, audit institutions 
can help an audited unit to carry forward adherence to laws, and being honest, 
trustworthy, and upright for greater social benefit.

(4) Measures for Strengthening Audit Cost Management

(a) Strengthen Innovation of Auditing Technologies and Methods

Science and technology are the primary productive forces, and innovation is 
the driving force. Currently, audit institutions at all levels should constantly 
improve the technical contents, level of audit, and the innovation of audit meth-
ods and techniques, reduce consumption of audit resources, and improve audit 
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efficiency through science and technology. The main measures are: to promote 
digitization of audit management, apply digital technologies to all aspects of 
administration and audit quality control, gradually establish and improve the 
national audit information fast channels and sharing platforms, and improve 
the overall digitization level of audit management; to vigorously promote com-
puter audit technologies, explore the establishment of a networking track audit 
system characterized by online audit and real‐time auditing, and strengthen 
the unified management of major projects, and real‐time monitoring of field 
audit; and to improve the construction and application of a professional audit 
database according to the principle of “building and auditing simultaneously,” 
and study and explore the exchange and sharing of professional audit data.

(b) Strengthen System Construction and Implementation,  
and Control Audit Costs at the Source

In a broad sense, “systems” refer to the political, economic, and cultural sys-
tems and mechanisms established under certain conditions. In a narrow sense, 
the term refers to work procedures or action guidelines formulated by a system 
or unit that all members should abide by. Systems are the standards for main-
taining collective behavior, and work procedures or action norms. Good man-
agement systems and implementations can better promote the realization of 
audit objectives. The establishment and implementation of audit systems can be 
strengthened mainly through the following three measures: firstly, strengthen-
ing system construction and establishing long‐term mechanisms; promoting 
the abolition, modification, and establishment of audit cost management sys-
tems; establishing sound operational management systems focusing on audit 
decision making, financial management, and business specification; achieving 
the goal of “having laws to abide by, having rules to follow, and having evidence 
for review”; paying close attention to the implementation of systems; strength-
ening supervision and inspection; and handling affairs in strict accordance 
with rules. Secondly, it is necessary to actively promote scientific decision mak-
ing and democratic decision making. For major financial matters and project 
expenses, audit institutions at all levels should adhere to the principle of “col-
lective leadership, democratic centralism, case‐specific consultation, decision 
making by meeting,” and strictly follow procedural rules and decision‐making 
procedures; for capital construction projects subject to tender, proper tendering 
activities should be carried out; and materials and equipment subject to gov-
ernment procurement provisions should demonstrate clear, procedural trans-
parency. The third aspect is to strengthen financial management and budget 
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binding, strictly conducting budget management, striving to achieve scientific 
preparation of the budget plan, strengthening project planning and manage-
ment according to the budget and avoiding idle budget funds, strengthening 
basic accounting work, striving to strictly handle expenditure examination 
and approval procedures, standardizing accounting and asset management, 
exploring the establishment of a saving incentive system, and improving audi-
tors’ enthusiasm for participating in cost control.

(c) Strengthen Audit Organization and Promote Integration of Audit 
Resources

Audit cost control is a means to achieve the audit objective through the ratio-
nal allocation of resources and the smallest audit costs.3 Integrated manage-
ment aims to control costs and improve efficiency. The quality of utilizing 
audit resources directly determines the audit costs. Therefore, an important 
means of cost control is to adhere to comprehensive auditing, stress key 
points, strengthen audit organization and management, and promote the 
best allocation of audit forces and audit objects. Currently, the optimization of 
audit organization and the integration of audit resources are achieved mainly 
through the following five aspects: firstly, enhancing project plan integration, 
achieving coordination and linkage between annual project plans and long‐
term development plans, establishing a dynamic project library, preparing a 
rolling project plan, and strengthening integration of various annual proj-
ects to avoid overlapping and fragmentation. The second aspect is strength-
ening integration of auditing contents. According to the requirements for 
establishing an integrated audit mode with Chinese characteristics, audit 
institutions should first study the financial revenue and expenditure situa-
tion of the audited unit, focus on responsibility performance, integrate the 
compliance and performance audit, and comprehensively consider the audit 
benefits, efficiency, and effect from the perspectives of policy implementation, 
funds usage, resource utilization, and administrative efficacy. Third, there is 
a need for strengthened integration of auditing methods. Audit institutions 
should scientifically select the best way to carry out the audit investigation 
and follow‐up audit according to project characteristics, actively exploring 
and promoting management modes, including multiprofession integration, 
multiperspective analysis, and a combination of multiple methods. Fourth, 
we have to strengthen the integration of human resources. Audit institu-
tions should focus on audit projects, strengthen the unified allocation and 
integrated use of various professionals, pay attention to the use of external 
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 auditing forces, optimize the allocation of human resources, and strengthen 
the coordination and cooperation between the CNAO and local audit insti-
tutions, bringing into full play the overall advantages of audit supervision. 
Fifth, it is necessary to strengthen integration of audit procedures. The more 
complex the audit procedures, the higher the audit costs tend to be, so the for-
mer must be strictly controlled to cut costs. It is necessary to study and design 
audit procedures according to the overall audit requirements, avoid overlap-
ping, ensure the planned nature of audit procedures, promote the effective 
operation of procedures, determine costs, and simplify audit procedures.   

 (d) Strengthen Auditor Style and Ability 

 To reduce audit costs, establish economical audit institutions, and improve 
audit efficiency and effect, we should cultivate auditors’ cost control aware-
ness and a frugal style, and improve their ability to perform their audit 
duties. This can be done mainly through three measures: firstly, vigorously 
promote and carry forward the style of hard work and thrift. At present, the 
problem of shortage of audit funds is still prominent in some places. Audit 
institutions at all levels should try to save funds and other audit resources 
and resolutely combat extravagance and waste according to central govern-
ment requirements for building a conservation‐minded society. Secondly, 
promote a style of being realistic and pragmatic, precise, and meticulous. 
Audit institutions should be realistic and pragmatic, precise, and meticu-
lous. Thirdly, audit institutions should improve the expertise and perfor-
mance capabilities of individual auditors to achieve better audit quality 
and efficiency.     

 VIII. AUDIT HUMAN RESOURCE MANAGEMENT 

 Human resource management (HRM) and organizational structure are insepa-
rable. To improve organizational performance, rational positions should be 
set for the design and optimization of the organizational structure; the right 
personnel should be appointed to each post, and human resource management 
is needed to ensure this. The organizational structure is the “hard environ-
ment,” while human resource management is the “soft.” The two depend on 
each other, forming the operational system of an organization. Organizational 
structure and human resource management are infl uenced by the external 
environment and internal organization development strategies at the same 
time; thus, audit institutions need to adjust in accordance with the  changing 
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environment and organizational development. As the carrier for human 
resource management, the organizational structure exerts direct influence, 
so it makes no sense to study human resource management without studying 
the organizational structure.

(1) HRM Framework in Audit Institutions

Human resource management involves the integration of management pro-
cedures, including employment, allocation, development, examination and 
evaluation, incentive, and guarantee in accordance with relevant laws, regula-
tions, and provisions conducted by an audit institution’s personnel department, 
to ensure smooth development of the audit cause and effective performance of 
supervision responsibility, and to bring the “immune system” function of audit 
into full play. It can be seen from the foregoing definition that HRM involves 
six interacting parts—employment, allocation, development, examination and 
evaluation, incentive, and guarantee. Newly hired public servants provide a 
guarantee for human resource allocation; examination and evaluation cre-
ate the criteria for measuring personnel for allocation; the incentive mecha-
nism serves as a driving force for personnel allocation; development provides 
the optimization method for personnel allocation; and guarantee (including 
salaries, insurance, and health security) provides stable dependency for the 
personnel allocation.

The framework of audit institutions’ human resource management is 
shown in Figure 6.2.

On the whole, it is systematic, combining dynamic and static manage-
ment, in which the internal and external environment blend and interact; it is 
an organic combination whereby internal management procedures influence 
and interact with each other.

(a) Dynamic Nature of HRM in Audit Institutions

In Figure 6.1, the time axis presents dynamic changes. That is to say, changes 
will occur in both the internal and external environment that audit institu-
tions face as time passes, and the internal environment should be adjusted 
in accordance with the changing external environment. Therefore, the HRM 
practices of audit institutions should be dynamic, focusing on the long‐term 
development of the audit cause and the sustainable development of individual 
auditors, continuously helping to revise, adjust, and even change the organiza-
tional structure and concrete management behavior based on changing audit 
demand and the external environment.
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 (b) Static Nature of HRM in Audit Institutions 

 Since the dynamic state is composed of multiple single‐stage, static states, the 
audit environment is relatively stable within a given period. As a subsystem of 
the nation, the audit system inevitably will be infl uenced by the internal and 
external environments. As a component of audit work in audit institutions, 
HRM should be based on the internal situation and in consideration of external 
environment as well. The political, economic, cultural, technological, human 
resources, and legal factors in external environment will relatively affect the 
operation of HRM. 

 As for the internal environment, organizational structure serves as the 
foundation and platform for HRM. It determines the number of departments, 
hierarchical structure, and departmental division of work within an organi-
zation, and also determines the number of personnel, personnel structure, 
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ranks, and management mode. That is to say, achieving the ideal state of 
human resource management initially lies in establishing a scientific organi-
zation structure. This should be one in which the powers and responsibilities 
for functional departments are well defined. This will ensure that orders can 
be smoothly sent to the lower level from the upper level and information can 
be successfully released to each other. Functional departments can cooperate 
and communicate with each other effectively and share their information in 
a timely manner, and personnel transfers can be conducted smoothly among 
departments. Second, audit institutions should allocate existing auditors and 
newly employed public servants in a scientific way in accordance with the 
demand of the organizational structure. When scientific allocation of human 
resources fails to work with existing personnel, new personnel should be hired 
in accordance with the demands of scientific human resource allocation. That 
is to say, the scientific allocation of human resources will affect the number of 
newly hired personnel and the qualities they should have. If auditors are allo-
cated scientifically, management processes including development, examina-
tion and evaluation, incentive, and guarantee will decide their performance. 
Audit work will be conducted in an orderly and efficient way only when a rela-
tive balance is maintained between a scientific organizational structure and 
the scientific allocation of human resources. However, this balance is not static, 
and a new balance will have to be established by continuously improving the 
organizational structure and human resource allocation. Accordingly, due 
changes should be made in the management process of employment, develop-
ment, examination and evaluation, incentive, and guarantee.

(2) Human Resource Management Strategy of Audit 
Institutions

This involves seven aspects:

	 1.	 Establishing a scientific human resource concept. This involves 
being people‐oriented, just and equitable, with dynamic allocation, good 
system management, optimization of labor organization, and a virtuous 
cycle. Scientific human resource concepts should be firmly established 
before implementing human resource management, and should be used 
to guide the work.

	 2.	 Two tasks for optimizing the organizational structure. In accor-
dance with the principles of optimizing the organizational structure 
defined by theory, human resource quality evaluation and supporting 
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technologies and methods should be further strengthened. Specifically, an 
audit institution should first clarify the responsibility of human resource 
quality evaluation and set quantitative evaluation criteria. Clear responsi-
bility contributes to defining rights and liabilities, so that everyone has due 
responsibility and the shirking of responsibility can be avoided. Quantita-
tive evaluation criteria contribute to forming objective and just results that 
are comparable. Therefore, the personnel departments of audit institutions 
should make sure that the internal organizations concerned undertake 
responsibility for human resource quality evaluation based on the prin-
ciples and requirements set down and can refine criteria where necessary. 
Secondly, audit institutions should establish and improve their joint expert 
consultation organizations to offer suggestions on technical methods. 
These are of obvious importance to audit work as advanced methods can 
enhance the pertinence, effectiveness, and quality of audit work. Audit 
institutions should provide technical method support and guarantees for 
auditors, and expert guidance should be given if necessary.

	 3.	 Optimize the allocation of human resource step by step. Scien-
tific organization structure is the foundation for the scientific allocation 
of human resources. The organizational structure tends to be relatively 
stable in a given period after optimization. However, human resource 
allocation should be adjusted by stages using scientific procedures in 
accordance with clear audit objectives. In the process of adjustment, audit 
institutions should creatively use various allocation methods, including 
rationally combining leading personnel with backbone personnel; combin-
ing personnel with different professional backgrounds; exploring ways to 
establish and implement the auditor profession access system; making full 
use of external audit forces prudently; and so on. In line with the require-
ments of human resource allocation theory, the following goals should be 
achieved: audit human resources and audit tasks should be well matched; 
auditors should have due abilities for their positions; teams and groups 
should ensure that their respective advantages complement each other; 
and a rational hierarchical age structure of the same rank should be main-
tained to ensure the balanced promotion and stability of cadre teams and 
to stimulate auditors’ working enthusiasm.

	 4.	 Establishing a human resource evaluation mechanism. Human 
resource evaluation is the premise and basis for conducting HRM. Audit 
institutions need to understand their own current human resource situ-
ation through evaluation, so as to determine the focus and direction of 
its management. Before conducting evaluation, audit institutions must 
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establish a multilevel evaluation index system, consisting of the individual 
personnel evaluation index system and the evaluation index system for 
human resources of different levels. Step‐by‐step evaluation should be 
conducted based on which audit institutions should be able to analyze the 
common and individual problems of staff, so as to determine any weak-
nesses in the overall human resource allocation and to make rational deci-
sions about employment, allocation, and development of human resources.

	 5.	 Improving approaches for human resource development. Audit 
institutions should tap the potential of the existing and the newly employed 
auditors through innovative approaches, enhance their abilities in audit-
ing by law, and focus on cultivating integrated and high‐level auditors who 
are experts in one area but also good in many others. Such approaches 
include career planning for auditors, devoting greater efforts to cultivating 
auditors in practice, encouraging internal and external communication 
within the audit cadre system, conducting training in accordance with 
the demands of audit work and auditors’ development, setting up an audit 
experience learning and sharing mechanism, establishing an effective 
integrated personnel training mode, and so on.

	 6.	 Establishing a good personnel selection and employment mecha-
nism. This is the key link in human resource allocation to select and 
employ the right leading cadres. Audit institutions should further deepen 
the reform of cadre and personnel system, eliminate old concepts of giv-
ing top priority only to seniority in selection or seeking to be perfect, and 
adhere to and innovate the mechanism of selecting and employing the 
personnel who have abilities and integrity and are recognized by the 
masses. Audit institutions should improve the system of taking up a job 
through competition so that excellent personnel will tend to stand out; 
improve the evaluation system, and make better use of evaluation results; 
organically combine the application of evaluation results, feedback, selec-
tion of cadres, training, education, management, supervision, incentives, 
and constraints so that excellent personnel can be placed in important 
positions, personnel with potential can be cultivated, and those who are 
lagging behind can be encouraged to try harder. Audit institutions should 
improve cadre promotion policies, select both the right leading personnel 
and the nonleading personnel, and create broader space for the career 
development of audit cadres.

	 7.	 Create a good cultural and working environment. Organizational 
management theory studies suggest that within an organization, mem-
bers’ satisfaction and loyalty to the organization is in direct proportion to 
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its cultural and working environment, which, in turn, is closely related to the 
improvement of members’ working effi ciency. Therefore, audit institutions 
should endeavor to create a good internal cultural and working environ-
ment with profound cultural connotations, a good climate for learning, and 
harmonious interpersonal relations, where cadres enjoy good physical and 
psychological health, cherish their posts, and devote themselves wholeheart-
edly to their work. In this way, auditors’ creative thinking can be developed, 
their professional qualities and cultural accomplishments can be continu-
ously improved rapidly, and audit institutions will be able to retain talent.      
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7                                                        CHAPTER      SEVEN               

 Research on Audit 
Standardization                           

 AUDIT S TANDARDIZ ATION THEORY REFLEC TS  the rules that 
audit activities shall follow. According to differing content, audit stan-
dardization can be divided into two categories: (1) the rules on the 

relationship between audit offi ces and auditors and the outside world in regard 
to audit activities; such rules are achieved mainly through legislation and other 
means of external regulation; (2) the business operating rules within audit 
offi ces, including auditor qualifi cations, job requirements, auditing rules, audit 
quality control rules, and so on. They are achieved mainly through formulation 
of internal regulations, such as auditing standards.   

 I. MEANING AND SIGNIFICANCE OF 
AUDIT STANDARDIZATION  

 (1) Basic Concepts: Audit Standardization 

Audit standardization.  Audit standardization refers to rules of conduct by 
which audit activities should abide, including audit laws, regulations, stan-
dards, guidelines, manuals, and so forth, which regulate the activities of audit 
and provide a code of conduct to be followed by audit offi ces and auditors. 
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The government audit standardization system includes: the government 
audit law system, government audit regulations, government audit rules, audit-
ing standards, and the ethics of auditing. According to different features, con-
tent, and binding forces, audit standardization can be divided into audit legal 
norms and a code of ethics. Audit legal norms are prescribed or approved by 
authorities, have legally binding forces, and are guaranteed by coercive force. 
The code of ethics is gradually formed by auditors in the long‐term audit prac-
tice, and maintained by people’s inner beliefs, social opinions, and other means 
to promote compliance. The code of ethics usually presents certain ethical 
ideals, opinions, customs, criteria, and so on. From the practice of establishing 
Government Audit Standards, the requirements for the code of ethics have been 
integrated into auditing standards and issued in the form of departmental regu-
lations, being one integral part of the legal norms.

Basic concepts: Auditing standards. Auditing standards refer to the 
qualifications and professional requirements about how audit offices and audi-
tors perform their statutory duties. They are basic requirements for performing 
audit business and the codes of conduct when creating implementation plans, 
collecting and using evidence, preparing working documents, evaluating and 
reviewing issues, drafting and approving reports, making decisions, and pub-
licizing results. Auditing standards are an important part of audit standard-
ization. They are formulated or revised and published by the audit office in 
accordance with prescribed procedures.

Basic concepts: Audit guidelines. This is the guidance document based 
on the audit regulations and standards, suitable for certain aspects of the gov-
ernment audit services to guide and regulate their operation. It is the best audit-
ing work scheme and auditing requirements proposed for specialized audit 
areas, and is a guideline for good auditing practice with strong guidance and 
operability, yet not legally enforceable, serving only as reference to the work.

Basic concepts: Audit standardization. This mainly refers to formulat-
ing unified operational norms for the internal audit scheme, quality standards, 
technical methods, work management, and other aspects. Conducting auditing 
strictly in accordance with established rules can avoid subjective arbitrariness, 
and the audit work could be conducted normatively. Establishing the auditing 
standard system and improving the legal system of audit supervision and auditing 
standards can address the problems of legal basis and behavioral codes in auditing. 
Therefore the audit offices and auditors have laws and rules to follow. To fully and 
correctly implement the audit laws, regulations, and auditing standards, audit 
offices should continue to regulate audit operations and management work to 
strengthen audit law enforcement and audit quality supervision and inspection.
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(2) Significance of Audit Standardization

This is embodied in the following five aspects:

	 1.	 Standardization is an important prerequisite for auditing by law. 
Executing audit power and regulating audit behavior by law are an important 
guarantee of high audit quality. Achieving standardization of audit business 
means to refine work processes and unify procedures and standards. Then 
every audit project has a unified model to implement, such as an audit objec-
tive, content and scope, work process and operating mode, embodiment of the 
audit result, formation mechanism and presentation of the audit report, release 
of the audit conclusion, and handling and punishment of problems. It prevents 
the randomness of auditing activities. With unified standards, auditors know 
what they should audit, how to audit, what criteria the audit should meet, and 
what responsibility they should bear. In this way, the audit can follow proce-
dures, with evidence and records, and be reviewable, and auditors can receive 
rewards and punishments, thus achieving auditing according to the law.

	 2.	 Audit standardization is an important way to promote administra-
tion by law. To implement administration by law and build a government of 
law, audit offices as government departments should first follow the Constitu-
tion, the Audit Law, and its implementation regulations to conscientiously 
perform their supervision responsibilities. Audit standardization defines the 
specific ways in which audit offices perform their duties according to law. The 
Constitution establishes the government audit system; the Audit Law speci-
fies the constitutional provisions for audit supervision, and makes more com-
prehensive provisions for the basic content of the government audit system; 
and the Regulations on the Implementation of the Audit Law provide more 
specific guidance. The focus of audit legislation work is to specify the respon-
sibilities, authorities, and audit procedures of audit offices and to regulate 
the audited entity’s responsibility to avoid impeding the audit and violating 
financial regulations. As for the development of professional norms, such as 
government audit standards, the Audit Law and its implementing regulations 
are further implemented into various audit categories. Using professional 
norms to plan, implement, and report every audit project, the audit offices 
and auditors can effectively perform their duties in accordance with the law.

	 3.	 Audit standardization is a necessary requirement to improve audit 
quality. Audit quality is the lifeline of the audit. Continuing to regulate audit 
conduct and improve audit quality in accordance with the law is an inherent 
requirement and an objective need for long‐term development of the audit 
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cause. Government auditing is an administrative supervision behavior, and 
also a kind of professional public service. Audit quality evaluation is mainly 
the evaluation of auditors and their professional conduct. Audit standardiza-
tion, especially audit standards, provides a scale for audit quality assessment. 
An objective assessment of audit quality can be made by developing profes-
sional standards and following them to supervise and confi rm whether audit 
offi ces and individual auditors are effectively complying with the professional 
standards, so as to promote the continuous improvement of audit quality. 

   4.   Audit standardization is an important factor of the leadership sys-
tem of audit offi ces.  The leadership system of audit offi ces is an impor-
tant part of audit management. Achieving audit objectives and maximizing 
the audit role are the starting point and destination of leadership activities. 
The leadership structure system mainly includes core values, management 
philosophy, independence, strategic planning, risk management, and other 
factors. Auditing standards cover the corresponding provisions of the fore-
going factors. Therefore, the development and implementation of auditing 
standards can improve the leadership system, and enhance the role of the 
leadership system, especially the leading role of the National Audit Offi ce for 
national government audit work. As audit offi ces belong to governments, 
local audit offi ces are in a dual leadership system. They are under the leader-
ship of administrative heads of governments at the corresponding level and 
audit offi ces at higher levels. With the National Audit Offi ce formulating 
auditing standards, and the local audit offi ces following, the leadership of 
the National Audit Offi ce for local audit offi ces can be achieved. 

   5.   Audit standardization is the foundation of improving audit offi ces’ 
business management.  To improve internal management, assure audit 
quality, and improve audit effi ciency, audit offi ces must base themselves 
on scientifi c, rational, and clear audit standardization. Developing and 
conducting audit standardization is necessary to provide guidelines for 
the behavior of auditors and evaluate their performance. Standardization 
and rationality of audit activities can be guaranteed by formulating audit 
offi ces’ various audit management systems on the basis of audit standard-
ization, thereby enhancing their internal management level.      

 II. AUDIT STANDARDIZATION PROCESS 

 After the reform and opening up of China, the audit standard system has been 
gradually established and developed in accordance with the requirements for 
audit supervision for building the socialist market economy. Thirty years of 
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development has basically formed an audit standards system with Chinese 
characteristics and basically achieved audit standardization. Government audit 
standardization mainly includes the construction of audit laws and regulations 
and the audit standard system.  

 (1) Process of Audit Laws and Regulations Building 

 The formulation of China’s audit laws and regulations mainly passed through 
three stages.  

 (a) Foundation Stage of Audit Legal System Building (1982–1988) 

 In December 1982, the Constitution was adopted at the Fifth Session of the Fifth 
National People’s Congress. It specifi ed the government audit system in China, 
established the legal status of audit supervision, specifi ed the principles of the 
audit system and supervision, the basic powers of audit offi ces, and the legal 
status of the auditor‐general. It laid the foundation of audit legal system build-
ing. The Central Government issued the Provisional Regulations of the State 
Council on Government Audit Work in August 1985, and the Audit Regula-
tions of the PRC in November 1988. They specifi ed audit supervision principles 
outlined in the Constitution, and the audit work was gradually integrated into 
legal system building.      

    CASE 7.1: CONSTITUTION ADOPTED IN 
1982 ESTABLISHED THE LEGAL STATUS 
OF AUDIT SUPERVISION  

 A total of seven articles in the Constitution directly relate to govern-
ment auditing. Article 91 stipulates that “the State Council estab-

lishes an auditing body to supervise through auditing the revenue and 
expenditure of all departments under the State Council and of the local 
governments at various levels, and the revenue and expenditure of all 
fi nancial and monetary organizations, enterprises and institutions of the 
state, . . . under the direction of the Premier of the State Council, the 
auditing body independently exercises its power of supervision through 
auditing in accordance with the law, subject to no interference by any 
other administrative organ or any public organization or individual.” 
Article 109 stipulates that “Auditing bodies are established by local 
people’s governments at and above the county level. Local auditing 
bodies at various levels independently exercise their power of supervision 

(continued)
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 (b) Initial Stage of Audit Legal System Building (1989–1994) 

 In January 1989, the Audit Regulations of the PRC were offi cially implemented. 
To coordinate and ensure its implementation, the National Audit Offi ce succes-
sively formulated the Rules for the Implementation of Audit Regulations of the 
PRC, the Provisions of the National Audit Offi ce of the PRC on Internal Audit 
Work, the Provisions of the National Audit Offi ce on Social Audit Work, the Pro-
visions of the National Audit Offi ce on the Implementation of the Audit Work 
Procedures, and other regulations. On August 31, 1994, the Ninth Meeting of the 
Eighth National People’s Congress Standing Committee adopted the Audit Law, 
which took effect on January 1, 1995. On the basis of summarizing more than 10 
years of auditing experience and learning from the benefi cial content of foreign 
audit legislation, it provided comprehensive regulations of the basic system for 
government auditing, including the basic principles of Chinese audit supervision, 
audit offi ces, and auditors, responsibilities and authorities of the audit offi ces, 
audit procedures, and legal liabilities, and established the high‐level legal status 
of audit offi ces. The adoption and implementation of the Audit Law symbolized 
that the government audit stepped onto the track of legal system building.      

through auditing in accordance with the law and are responsible to the 
people’s government at the corresponding level and to the auditing body 
at the next higher level.” Articles 62, 63, 67, 80, and 86 stipulate that “the 
Auditor‐General shall be a member of the State Council, be nominated 
by the Premier of the State Council, be decided by the National People’s 
Congress or its Standing Committee, and be appointed and removed by 
the President.” The audit supervision system stipulated in the Constitu-
tion laid the cornerstone of the development of China’s auditing cause. 

    CASE 7.2: ISSUANCE OF THE FIRST AUDIT 
LAW  

 In 1990, the National Audit Offi ce was entrusted by the State Council 
to draft the Audit Law. In 1991, the Audit Law was offi cially listed in the 

Eighth Five‐Year Plan for Legislation. 

(continued)
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 (c) Development and Improvement of Audit Legal System Building 
(1995 onwards) 

 After the Audit Law was implemented, the State Council successively issued 
the Interim Measures for Audit Supervision on the Central Budget Imple-
mentation, the Regulations on Implementation of the Audit Law, the Interim 
Provisions on Accountability Audit of Leading Cadres below the County Level 
in Their Terms of Offi ce, the Interim Provisions on Accountability Audit of 
State‐Owned Enterprises and State Holding Enterprises’ Leaders in their 
Terms of Offi ce, the Regulations on Punishment for Illegal Fiscal Acts, and 
so forth. Formulation and implementation of these audit laws and regulations 
further improved the legal system of audit norms and ensured that auditing 
had laws to abide by. 

 With the gradual establishment and improvement of the socialist market 
economy, society has undergone profound economic changes, creating a num-
ber of new tasks and requirements for government auditing. On February 28, 
2006, the Twentieth Meeting of the Standing Committee of the Tenth National 
People’s Congress adopted the Decisions on Modifying the Audit Law of the 
PRC. Later, the Regulations on the Implementation of Audit Law of the PRC 
were also revised. On December 8, 2010, the General Offi ce of the CPC Central 
Committee and General Offi ce of the State Council issued the Regulations on 
Accountability Audit of the Main Leading Cadres of Party and Government 
and Leaders of State‐Owned Enterprises, which provided new assurance for 
regulating accountability audit work.       

 In October 1992, the 14th CPC National Congress was held. The 
Congress put forward the strategic target of establishing the socialist 
market economic system. The Congress pointed out that strengthen-
ing the legal system building, especially speeding the formulation and 
improvement of the laws and regulations guaranteeing reform and 
opening up, strengthening macroeconomic management and standard-
izing microeconomic behavior was vital in building the socialist market 
economy system. 

 On August 31, 1994, the Audit Law was approved at the Ninth 
Session of the Eighth Standing Committee of the National Peo-
ple’s  Congress. 
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 (2) Process of the Auditing Standards System Building 

 Construction of government audit standards also went through the process of 
start‐up, deepening, and basic establishment.  

 (a) Coexistence of Auditing Standards and Administrative Provisions 

 In the early days, constrained by the level of development of government auditing, 
many aspects were diffi cult to fully regulate according to scientifi c criteria, and 
were made only administrative requirements. Some of these normative documents 
related to auditing standards, while others were rules, methods, and regulations. 
In 1995, the National Audit Offi ce proceeded to develop auditing standards. By 

    CASE 7.3: PROMULGATING REGULATIONS 
ON ACCOUNTABILITY AUDIT OF MAIN 
LEADING CADRES OF PARTY AND 
GOVERNMENT AND LEADERS OF STATE‐
OWNED ENTERPRISES  

 The accountability audit is an audit type with Chinese characteristics. In 
May 1999, the General Offi ce of the CPC Central Committee and Gen-

eral Offi ce of the State Council issued the Interim Provisions on Account-
ability Audit of Leading Cadres below the County Level during the Term of 
Offi ce and the Interim Provisions on Accountability Audit of State‐Owned 
Enterprises and State Holding Enterprises’ Leaders during the Term of 
Offi ce (hereinafter referred to as the “two Interim Provisions”), marking the 
implementation of the accountability audit as a supervisory system. 

 In December 2010, the General Offi ce of the CPC Central Committee 
and the General Offi ce of the State Council distributed the Regulations 
on Accountability Audit of Main Leading Cadres of Party and Government 
and State‐Owned Enterprise Leaders. The Regulations, consisting of six 
chapters and 44 articles, explicitly stipulates that local party committees, 
governments, judicial and procuratorial organs at all levels, major per-
sons‐in‐charge of central and local party and government departments, 
institutions, and people’s organizations, and other units at all levels, and 
the legal representatives of state‐owned and state holding enterprises are 
accountability audit objects. The Regulations defi ned the direct respon-
sibility, supervision responsibility, and leadership responsibility of leading 
cadres, and formulated procedures, contents, evaluation, reporting, appli-
cation of results, and other aspects of accountability auditing. This is an 
important achievement of the accountability audit legal system building. 
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the end of 1996, it had issued 38 audit regulatory documents (referred to as the 38 
Regulations). They played a positive role in promoting audit infrastructure, regulat-
ing audit behavior, ensuring audit quality, and improving efficiency.

(b) Parallel Phase of Hierarchical Auditing Standards and Quality 
Control Method

From 1999, on the basis of the aforementioned 38 regulations, the National 
Audit Office began to establish the system of auditing standards. From 2000, 
it successively issued 20 auditing standards, including the Basic Principles 
of Government Audit with four audit orders. The standards system consisted 
of three levels: The first level was the basic criteria of government auditing, 
mainly stipulating the basic principles of audit offices and auditors performing 
the audit, and proposed the principal demands for the key links and elements 
of audit activities. It undertook promotion of the Audit Law and other relevant 
regulations, and unified the specific audit guidelines. The second level was 
the specific auditing standards and professional auditing standards. Specific 
auditing standards regulated the main elements and actions of audit activities, 
including audit scheme guidelines, audit evidence standards, guidelines for 
auditing working documents, audit report standards, and audit review guide-
lines. Professional auditing standards regulated the activities of professional 
auditing, such as the auditing standards of national construction projects. The 
third level was the audit guidance. It is the guidance document on the specific 
operations of the government audit business, such as the Guidance of World 
Bank Loan Project Audit, Guidance of Commercial Bank Audit, Guidance of 
Central Department Budget Implementation Audit, and so on.

To further improve audit quality, the National Audit Office issued the Mea-
sures for the Quality Control of Audit Projects of Audit Offices (Trial) (Audit Office 
No. 6 Order) in February 2004, which made provisions for the whole process 
of quality control, including the preparation of the audit scheme, collection of 
audit evidence, compilation of the audit diary and auditing paper, issuing of the 
audit report, arrangement of audit files, and so forth. Thus, the Chinese audit-
ing standards formed a situation wherein the hierarchical auditing standards 
coexisted with quality control measures. In the course of the subsequent actual 
implementation, quality control measures replaced the auditing standards.

(c) Stage of Single National Auditing Standards

As China’s economic and social situation has undergone profound changes, 
audit work has seen more thorough development, which makes the task of 
revising auditing standards more urgent. First, after the Audit Law of the PRC 



224 ◾ Research on Audit Standardization 

and its Implementing Regulations were amended, the original auditing stan-
dards needed to be revised accordingly, in order to make them consistent with 
the Law and Regulations. Secondly, audit offi ces at all levels established the 
concept of scientifi c auditing, increased audit supervision, innovated audit 
supervision ways, and accumulated a lot of experience, which needed to be 
summarized and fi xed through the development of standards. Thirdly, some 
provisions of the original standards could no longer fully meet the development 
requirements for audit practice. The complexity of the original standards sys-
tem also produced some overlap, needing revision. 

 On July 15, 2008, the National Audit Offi ce issued the Notice on the Estab-
lishment of the Government Audit Standards Advisory Panel and Revision 
Working Group, offi cially launching the start of the revision process. After 
two years of work, the Government Audit Standards of the PRC were adopted 
at the auditor general meeting on July 8, 2010, issued with the 8th order and 
implemented from January 1, 2011. 

 At present, China has basically built up the audit standardization system 
composed of different‐level regulations, including the Constitution, the Audit 
Law and its Implementation Regulations, the Government Audit Standards of 
the PRC, and various audit guidance.        

    CASE 7.4: IMPLEMENTATION OF 
GOVERNMENT AUDIT STANDARDS  

 On July 8, 2010, the Government Audit Standards of the PRC were pro-
mulgated by the National Audit Offi ce (Order No. 8), with implemen-

tation from January 1, 2011. The Standards, consisting of seven chapters 
and 200 articles, provide detailed and specifi c provisions in such aspects 
as audit institutions and auditors, audit plans, audit implementation, audit 
reports, and audit quality control and responsibility, providing an impor-
tant safeguard for strengthening audit quality control and improving 
standardization. 

 III. SYSTEM STRUCTURE AND MAIN CONTENT OF 
AUDIT STANDARDIZATION 

 Audit standardization is an integrated whole with different‐level regulations. 
The whole is the audit standards system.  
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(1) System Structure of Audit Standardization

It has two classification methods: (1) It can be classified according to different 
standardizing matters, which could be called the internal structure system 
of audit standardization; (2) it can be divided according to the different mani-
festations of audit standardization. The system consisting of different levels of 
regulations according to this method is called the external structure system of 
audit standardization. The internal structure system of audit standardization 
is mainly embodied in the content of all types of audit standardization, which 
will be discussed separately later. The following is the external structure system 
of audit standardization.

The external structure system of audit standardization is formulated in 
accordance with certain procedures by the state legislature and other agencies 
with power to formulate laws and regulations, and composed of standardiza-
tions with different legal effects.

Chinese audit laws and regulations include the code of ethics. Professional 
audit ethics is a basic professional requirement for auditors performing their 
government audit supervisory duties. Therefore, the Audit Law of the PRC and 
its Implementing Regulations as well as the Government Audit Standards of 
the PRC clearly delineated the professional audit ethics of audit offices and indi-
vidual auditors.

In accordance with different formulating bodies and legal effects, the gov-
ernment audit laws and regulations can be divided into government audit laws, 
regulations, and rules (including auditing standards). Audit laws refer to the 
government audit provisions involved in the Constitution formulated by the 
NPC and its Standing Committee and in the various laws. Audit regulations 
refer to the government audit provisions involved in the administrative regu-
lations formulated by the State Council and the local laws and regulations by 
local people’s congresses and standing committees. Audit rules mean audit reg-
ulations and government audit standards issued by the National Audit Office, 
and also include the government audit provisions of administrative regulations 
promulgated by other departments of the State Council and local governments.

Adapting to the characteristics of Chinese legislative system and audit 
norms, the external structure system of audit standardization is composed 
mainly of the following categories:

	 1.	 Constitution. The 1982 Constitution specified that China implemented 
the government audit system, and set out the basic principles of audit-
ing and supervision, setting and leadership system of audit offices, basic 
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duties of audit supervision, the auditor general’s position, appointment, 
and removal, and so on, which are the basis of the Chinese audit standard-
ization system.

	 2.	 Audit law and other laws related to government audit. The Audit 
Law of the PRC, promulgated on August 31, 1994, and amended on Feb-
ruary 8, 2006, is the special law regulating government auditing and 
the core of the audit standardization system. It provided comprehensive 
regulations for the basic principles covering audit supervision, audit 
offices, and individual auditors, the audit offices’ authorities, auditing 
procedures, and legal responsibilities. In addition to the Audit Law, a 
number of other laws have provisions for government audit work. For 
example, the Budget Law of the PRC, the Accounting Law of the PRC, 
the Law of the PRC on the People’s Bank of China, the Securities Law 
of the PRC, and the Commercial Bank Law of the PRC all have audit 
provisions in their respective areas. In addition, some laws about the 
national administrative supervision, such as the Administrative Proce-
dure Law of the PRC, the Administrative Punishment Law of the PRC, 
and the State Compensation Law of the PRC, also apply to government 
auditing. Therefore, these laws are also an important part of the audit 
standardization system.

	 3.	 Administrative regulations on government auditing. There are 
two types of administrative regulations. One is the special government 
audit administrative regulations promulgated by the State Council, 
such as the new Regulations on the Implementation of Audit Law of 
the PRC adopted in 2010, and the Interim Measures for the Central 
Budget Implementation Audit Supervision in 1995. The other involves 
administrative regulations with government audit content or related 
to government auditing promulgated by the State Council, such as 
the Regulations on Punishment for Illegal Fiscal Activities issued on 
November 30, 2004.

	 4.	 Departmental regulations on government auditing. Departmental 
regulations on government auditing are mainly the government audit 
regulations lawfully issued by National Audit Office and the ministries 
and commissions under the State Council, such as the Government Audit 
Standards of the PRC, the Regulations on Safekeeping Material and Assets 
by Audit Offices published by the National Audit Office, and so forth. The 
Government Audit Standards of the PRC are special administrative regula-
tions promulgated by the audit offices with binding forces on audit offices 
and auditors, and normalizing audit business.
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(2) Main Content of the Audit Standardization System

(a) Main Content of China’s Audit Legal Norms

Chinese audit‐related laws and regulations stipulate the organization, work, 
and reporting systems of government auditing. They comprise audit organiza-
tional norms, entity norms, and procedures. Their core content is most directly 
related to implementation of the audit business, including responsibilities, 
authorities, and procedure requirements for audit offices.

First, they stipulate the main responsibilities of audit offices. The basic 
principle in determining the responsibilities of audit offices is that any units 
and individuals involved in the use of state financial capital, possession and 
use of state‐owned assets, and the management of public funds and other pub-
lic resources are subject to audit supervision. According to the provisions of 
the Constitution and the Audit Law, the State Council sets up audit offices to 
supervise the financial revenue and expenditure of its various departments and 
local people’s governments at various levels, as well as the country’s fiscal and 
financial institutions and enterprises. This determines the wide responsibilities 
of audit offices.

Second, they stipulate the main authorities of government auditing. Rel-
evant laws stipulate the audit offices’ authorities to fulfill their duties and per-
form audit supervision. They have such powers as access to information, to 
check and investigate (including the power to check public funds for personal 
money), to require assistance, to punish, to recommend (including the power 
to transfer), to notify and publicize audit results, and to take administrative 
enforcement measures. And administrative enforcement measures include 
the authority to stop, to sequestrate, to notify concerning the suspension of 
disbursements, to require deductions and payments, and so on.

Third, they stipulate the statutory procedures of government auditing. 
Government auditing is a kind of administrative activity. In accordance with 
the requirements for administration according to law, the relevant laws and 
regulations made strict rules for audit schemes.

(b) Main Content of Auditing Standards

Auditing standards prescribe mainly audit offices’ and auditors’ qualifications 
and job requirements. They are the codes of conduct for developing annual 
project plans, preparing audit schemes, obtaining audit evidence, making audit 
conclusions, and managing audit business. They cover the following:

Qualifications of audit offices and auditors. These mainly cover audit 
offices and auditors’ basic conditions and requirements for performing audits, 
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the basic ethical principles of auditing, independence, professional competence, 
the professional relationship with the audited entity, and so on.

Audit types and work objectives. This means to scientifically classify 
audit activities within the statutory duties of China’s audit offices. Government 
auditing can be classified as auditing, special audit investigation, and account-
ability auditing. And the objectives of these types are clearly stipulated.

Audit plan. This mainly covers the main content and formulation proce-
dures of the annual audit plan, the main content and preparation requirements 
for audit schemes, tracking, inspection, and statistics of the annual audit plan 
implementation and results.

Audit process execution. This means to regulate the audit project 
implementation process. The main content includes: (1) standards of the audit 
implementation scheme, which stipulate the main content and formulation 
procedures; (2) standards of the audit evidence, which mainly stipulate the 
meaning of audit evidence, quality requirements for audit evidence appropri-
ateness and adequacy, models, methods and requirements for obtaining audit 
evidence, and requirements for the use of expert advice and work results of 
other agencies; (3) standards of audit records, which mainly stipulate the scope, 
objectives, and quality requirements for producing audit records, classification 
and content, review of auditing papers, and so on; and (4) standards of the 
inspection activities of major violations, which mainly stipulate the charac-
teristics of major violations and the special procedures and countermeasures 
for their inspection.

Audit findings. These mainly include five aspects: (1) standards of the 
form and content of the audit report, which stipulate the basic elements and 
main content of the audit report and special audit investigation report, spe-
cial features and contents of the accountability audit report, audit decisions, 
and the main content of the audit transfer and handling; (2) standards of the 
audit report editing, which stipulate the requirements for drafting, comments, 
review, hearing, approval, issuance, and handling of major violations found 
in a special audit investigation; (3) standards of the special report and com-
prehensive report, which stipulate the requirements for compiling the special 
audit report, newsletters, comprehensive reports, economic responsibility audit 
reports, and the report on budget implementation and other financial income 
and expenditure; (4) standards of the release of the audit results, which stipu-
late the information type, content scope, quality requirements, and approval 
procedures of published audit results; and (5) standards of the audit result 
follow‐up examination, which stipulate the examination items, time, manner, 
test result reporting, and treatment measures.
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Audit quality control and responsibility. This mainly includes estab-
lishing the goal of the audit quality control system, elements of audit quality 
control, all levels of quality control duties and responsibilities based on “quality 
responsibility,” quality control responsibility of the audit file and filing content, 
audit quality checks based on “quality control,” annual business assessment, 
and the system of outstanding audit project selection.

Auditing under an IT environment. Auditing under an IT environment 
should also comply with the relevant norms. The IT environment has special 
requirements for auditing. It mainly includes overall competence of the audit 
team; requirements for using data to analyze the results in the process of pre-
paring the annual audit plan and using technical equipment; requirements 
for investigating and gaining knowledge of the information system and the 
electronic data of the audited entity when preparing the audit implementa-
tion scheme and for checking the validity of the information system; special 
requirements for audit evidence in electronic form, auditing papers, and audit 
files; the requirements for auditors focusing on the fraud potential in informa-
tion systems, system vulnerabilities, and measures to deal with such problems; 
special requirements for the networking audit for audit scheme preparation and 
audit reporting; confidentiality requirements for publicizing the audit findings 
with regard to the technical details of information systems security control, 
system vulnerabilities, and so on.

Audit management. This means to standardize the system struc-
ture and main elements of audit management. Audit management practice 
includes four main aspects: (1) standards of the allocation and integration of 
audit resources, which mainly stipulate the way to develop the project plan, 
coordination, and connection between the annual project plan and long‐term 
development plan, establishment of a dynamic project library, preparation 
of a rolling scheme plan, integration between the various annual projects, 
and so on; (2) standards of the audit model, which stipulate that each project 
shall explore starting from the audit of financial revenue and expenditure, 
focusing on responsibility performance and accountability, and integrating 
compliance and performance audits. The audit shall comprehensively con-
sider the efficiency and effect of policy implementation, use of funds, resource 
utilization, and administrative efficiency, so as to meet the various needs of 
economic and social development through auditing; (3) standards of the audit 
methods, which stipulate that the selection basis and methods shall be con-
sidered with the project characteristics to scientifically select the audit, audit 
investigation, or real‐time audit, and to actively explore and promote the 
management mode of the multidisciplinary integration, multi‐angle analysis, 
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and multiway combination; and (4) standards of handling the relationship 
between audit task, audit force, and audit risk, which specify the principles of 
the stressing the key point, acting based on capacity, specifying responsibility, 
and preventing risk.

(c) Main Content of the Audit Profession Ethics

This involves professional virtue, competence, liability, and so on. Its core prin-
ciples include acting in strict accordance with the law, integrity and honesty, 
objectivity and fairness, diligence, and confidentiality.

Compliance with the law means auditors must conduct audit supervision 
and standardize their audit behavior in strict accordance with their statutory 
audit duties, powers, and procedures.

Integrity and honesty mean that auditors uphold basic principles and not 
yield to external pressure; neither distort the facts nor hide audit problems; 
practice self‐discipline and do not use their powers for personal profit; and safe-
guard national and public interests.

Objectivity and fairness mean that auditors shall support the audit con-
clusions with appropriate and adequate audit evidence; realistically assess 
and address audit problems; and maintain an impartial stance and attitude, 
to avoid bias.

Diligence means that auditors conscientiously fulfill the duties of an audit; 
are meticulous and ensure audit quality; are efficient, completing audit busi-
ness in a timely way; and maintain self‐discipline and do not use their powers 
for personal gain.

Confidentiality means that auditors shall keep state, commercial, 
and work secrets while engaged in an audit; shall neither provide nor dis-
close information obtained from the implementation of audit assignments, 
audit records, and the relevant circumstances to the outside world without 
approval; and shall not use any information for purposes unrelated to the 
audit.

The roles of audit professional ethics are mainly reflected in three aspects. 
First, they are an important part of audit standardization, and a necessary con-
dition for strengthening audit professional management and giving full play to 
the role of the audit as well as the important guarantee of the smooth comple-
tion of the audit task. Second, they are an important measure to establish a 
good audit image and maintain credibility, playing a positive role in fostering 
the formation of a good audit culture and industry morality. Third, they are 
a driving force to improve auditor quality through formation of morality and 
shaping the audit spirit.
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 IV. PROBLEMS AND AFFECTING FACTORS IN CHINESE 
AUDIT STANDARDIZATION 

 Although government audit standardization has made great achievements, 
there are still some problems due to the impact of various internal and external 
factors. From the perspective of the objective requirements for audit develop-
ment, some aspects need strengthening and gradual improvement.  

 (1) Problems of Audit Standardization 

 Problems of audit standardization are mainly manifested in the following 
aspects: 

Relevant standardization has not been completed, and the audit 
guidance system is not sound.  An audit standardization system should con-
sist of laws, regulations, auditing standards, audit guidelines, professional eth-
ics, and so on. China’s current auditing standardization system has completed 
the construction of audit laws, regulations, and guidelines, but the progress of 
audit guidance construction is still lagging behind. Although several guidelines 
have been formulated before the introduction of the new auditing standards, 
most professional auditing has no relevant audit guidelines. Some content of 
the existing guidelines is inconsistent with the new guidelines and needs to be 
revised. Therefore, the next key task of building the auditing standardization 
system is to strengthen the research and formulation of audit guidelines, and 
develop them for audit guidelines by major types of audits. 

The standardization and scientifi c level of audit plans need improv-
ing.  The audit plan provides the necessary foundation for audit projects, audit 
objectives, planned working time, resource investment, and so on. If the audit 
plan is not scientifi c or clear, or audit objectives are not clear, it will affect the 
unity and regulatory contribution of the actual implementation process. Cur-
rently, the main problems of audit plans include that the individual auditors’ 
participation in plan formulation is inadequate, the evaluation of the plan for 
the required effort is not accurate enough, and audit objectives are too abstract. 

The audit implementation plan is not specifi c, with inadequate 
operability.  An audit implementation plan is used for guiding audit fi eldwork, 
and includes the audit objectives, scope, focus, and content of the audit, audit 
measures and methods for all content, and so on. It is also the basis for on‐site 
work, audit recording, and review. Audit recording includes the implementa-
tion process, the information obtained, and conclusions. At present, the audit 
implementation plans of the majority of the audit offi ces still cannot meet the 
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required standards. Especially the relevant measures and audit evidence collec-
tion methods are not specific enough. This will largely influence the standard of 
fieldwork, and cause difficulties in audit recording and audit standardization. 
The problem of audit implementation plans not being specific and inadequate 
operability are key areas that need to be solved in Chinese audit standardiza-
tion in the next period.

The reviewing system of audit projects is not fully implemented, 
and the audit quality assurance system is imperfect. The main purpose of 
establishing the reviewing system is to encourage the auditing business depart-
ments to exercise their authorities of audit supervision in accordance with the 
law and ensure audit quality. The main relevant contents stipulated in govern-
ment audit standards include: whether audit matters determined in the audit 
implementation plan have been completed, whether the important problems 
found in the audit are reflected in the audit report, whether the main facts are 
clear, whether the evidence is appropriate and adequate, whether applicable 
laws, regulations, and standards are appropriate, whether evaluation, determi-
nation, handling, and punishment are appropriate, and whether audit proce-
dures meet the regulations. Currently, the review system has not been generally 
adopted throughout the country, and it’s hard to determine whether the audit 
implementation plan has been completed in field auditing.

(2) Factors Affecting China Audit Standardization

Internal and external factors affect China’s audit standardization.
Contradiction between huge auditing demands and limited audit 

resources. The Chinese economic system with public ownership as the main-
stay means many units are covered by government audit supervision. The 
social demand for audit supervision is also increasing. However, there are less 
than 80,000 government auditors in the whole country. The disparity between 
huge auditing demands and limited audit resources will exist for a long time. 
Therefore, audit offices need to focus on the priority areas, review the key prob-
lems, and reach conclusions. But they cannot comment on the financial condi-
tion and operation results of the audited entity like foreign government audit 
offices. The target and system design of China’s audit standardization should 
differ from that of foreign countries.

Diversity of audit types and diversification of the audit goal. The 
Audit Law specifies that the audit types of the audit offices include: budget 
implementation auditing, auditing of financial revenue and expenditure, 
auditing of assets, liabilities, profit, and loss, auditing of construction project 
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budget implementation and accounts, accountability auditing, and special 
audit investigations. Regarding the overall objectives of the audit, the Audit 
Law stipulates supervision over the truthfulness, compliance, and perfor-
mance of financial revenue and expenditure. Each specific audit may focus on 
one or a few audit objectives. Among the different audit projects of the same 
type, objectives may differ. These audits reflect the diversity of audit project 
types and objectives of China’s audit offices. For example, as for the budget 
implementation audit, it may target truthfulness, the budget implementation 
effect, or budget implementation compliance. And it may even be the com-
prehensive audit of budget implementation truthfulness, compliance, and 
performance. Because of this, China’s audit system is not as easy to regulate 
as some foreign audit authorities or Chinese CPAs’ audit involving giving 
opinions about financial statements. It is difficult to standardize all audit proj-
ects. Only some principled requirements can be raised, which increases the 
standardization difficulty.

The rapid development of the government audit creates new 
requirements for standardization. China’s current audit is witnessing 
rapid development. Government auditing has developed from aiming at 
checking errors and preventing drawbacks to an “immune system” protect-
ing economic and social soundness, and plays a role in national governance. 
As the essence of the audit, the immune system function is required to focus 
on the problems of systems and mechanisms found in the audit, and actively 
plays a constructive role. In practice, the organizational way has some new 
changes, such as real‐time auditing, an extensive pattern of financial audit-
ing, and a large project management platform. The audit standardization 
method for these new ways differs from that of risk orientation and inter-
nal control orientation. This means we shall design a new audit business 
operational system and organizational models, and build auditing business 
practices and management practices on the design. This puts forward new 
requirements for audit standardization.

The professionalization level of the auditors does not adapt to the 
requirements for standardization. The standardization level depends on 
the professionalization level of the auditors. Although China has implemented 
an audit professional qualification system, obtaining the qualification has not 
yet become the necessary condition for entering audit offices. The overall pro-
fessionalization level of the audit team cannot fully meet the requirements for 
audit standardization. This can be truly achieved only by improving the spe-
cialization level and competence of auditors.
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 V. PRINCIPLE AND WAY OF CHINESE 
AUDIT STANDARDIZATION 

 Audit standardization is an eternal theme of audit development. Standardiza-
tion has different requirements in different stages of development. At the begin-
ning, the main task was to establish a standardized system, which has basically 
been done. Now, the level of audit standardization and audit quality needs to be 
improved by conscientiously implementing the relevant legal system and audit-
ing standards, while combining with changes in the external environment of 
the audit and raising the quality level.  

 (1) Principles of Chinese Audit Standardization 

 China’s audit standardization follows fi ve principles in its construction and 
development. 

   1.   Combine socialist political, economic, and social features with 
Chinese characteristics.  Auditing is an important part of the national 
politics, economy, and society. To bring into full play the immune system 
function in ensuring economic and social soundness and effectively serv-
ing national governance, we must build a standardization system adapted 
to the political, economic, and social environment. The socialist system 
with Chinese characteristics determines that the leadership system of 
China’s audit is the administrative system under the leadership of the 
State Council. The centralized system of the central and local relationship 
determines the dual leadership system of local audit offi ces. The economic 
system where public ownership plays the dominant role determines that 
government auditing has a wide range of responsibilities. An administra-
tive type of system gives audit offi ces administrative supervision powers, 
including the power to deal with and punish in performing their duties. 
The people’s congress system determines the form of refl ecting the audit 
results when the audit offi ces report them to the government and are 
entrusted by the government to report the audit to the People’s Congress. 
Therefore, the implementation of audit standardization must proceed from 
the actual condition of Chinese auditing. The immune system function can 
be brought into play by implementing the standardization system adapted 
to the socialist system with Chinese characteristics. 

   2.   Combine with audit practice to refl ect Chinese characteristics and 
to enhance operability of standardization.  Standardization must take 
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full account of China’s audit system features and administrative punish-
ment power, and the emphasis on investigation and handling of major 
violations, as well as the unbalanced development status of audit offices 
at all levels in terms of personnel, organization, and the law enforcement 
environment. The standardization of operability can be enhanced by the 
combination of provisions and rules, and form requirements and substan-
tive requirements, encouraging the development of supporting policies and 
measures, and so forth.

	 3.	 Combine with the construction of auditors and audit culture. 
Long‐term audit work and the specific environment create a specific audit 
culture, which to some extent will influence the behavior of auditors. The 
cultural characteristics of the audit, such as advocating independence, 
focusing on evidence, professional care, professional skepticism, and car-
ing about liability, must be reflected in the audit professional standards. 
Different audit cultures have different requirements for audit ways and 
quality. Western audit culture focuses on an audit opinion on the basis of 
professional judgment. Chinese audit culture focuses on the determination 
and handling of violations on the basis of audit evidence. Western auditing 
focuses on using overall inference on the basis of sampling. Chinese audit-
ing focuses on collecting specific evidence. This cultural difference makes 
Chinese auditing significantly different from Western auditing in methods 
of obtaining evidence and judgment. China’s audit standardizations are 
required to reflect the difference.

	 4.	 Insist on combining with the level of audit technology develop-
ment. Audit standardization defines the way of auditing and the method 
of gathering audit evidence and making audit judgments and findings, 
which are dependent on certain audit techniques. Therefore, we must con-
sider the technical level at a particular phase, and the development stage of 
audit techniques from the overall perspective and the development trend 
to decide how to regulate audit activities. If the standardization requires a 
higher level of audit technology, it may be difficult to achieve these require-
ments in the implementation process, creating a challenge to the serious-
ness of standardization. On the contrary, if the standardization requires a 
lower level of audit technology, it cannot lead to advanced audit technology 
promotion and application, thus hindering the progress of audit techniques 
and improving the efficiency of the audit.

	 5.	 Adhere to the science and openness of audit standardization. Audit 
standardization must comply with the rules of audit development and audit 
activities. Only by respecting science and standardizing audits according 
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to scientific requirements can we effectively raise the level of auditing and 
maximize its role. While meeting the current needs, we also need to take 
into account the changes in the audit environment and long‐term develop-
ment. For example, the development of audit practice requires increasing 
the standards of performance auditing, audit rectification, information 
technology environment auditing, and so on. This requires auditing stan-
dards to be forward‐looking and open. By learning from mature and effec-
tive experience in foreign audit work and other types of auditing, we can 
meet the development needs of the audit, and constantly improve the level 
of standardization.

(2) Ways and Measures of Audit Standardization

There are three main ways to build audit standardization. The first is start-
ing from constructing the system and following the audit process to build 
a system with a clear, standard, reasonable structure and complete func-
tions. Then, based on the Audit Law and its implementing regulations, work 
is needed to improve the relevant provisions of the Government Audit Stan-
dards and the accountability audit, to fully carry out the construction of 
guidelines and to enhance a series of related regulations. In accordance with 
these regulations and guidelines as well as the reality, audit offices at all lev-
els need to make efforts to establish a more specific system in line with their 
own characteristics. The second way is to strictly implement the system and 
strengthen supervision and restraint. To fully implement the audit review 
system, establish and improve the accountability systems of audit objectives 
and significant quality issues, and gradually institutionalize and regularize 
the audit quality inspection work. The third way is to uphold auditing by 
law and manners, pay attention to strengthening communication with the 
audited entity and relevant departments, and seriously handle opinions from 
all sides, conduct in‐depth analysis to ensure that the audit results are true, 
reliable, impartial, and objective.

Standardization is an important prerequisite and foundation for audit 
offices to perform their duties effectively. To strengthen it, we must first improve 
audit regulations. Secondly, we must build an auditing standards system. On 
the basis of summarizing experience, we must improve existing auditing stan-
dards in accordance with audit career development and changes in the external 
environment, and thus build a government audit system in line with our actual 
audit and international practice. Through the development of audit guide-
lines, we should provide guidance for auditors to implement audit standards 
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and carry out the specific audit business to comprehensively improve service 
standardization.

Strengthening standardization mainly includes the following:

	 1.	 Constantly sum up experience and refine the effective practices to 
ensure that the audit norms will adapt to Chinese audit practice. 
Since their establishment more than 30 years ago, Chinese audit offices 
have accumulated rich experience in the implementation of audit com-
mitment, audit quality accountability, audit review, the audit business 
conference system for determining audit conclusions, the audit result 
announcement system, and so on. These experiences and practices can 
effectively improve work efficiency and achieve audit objectives, and can 
be accepted by the audited entity and society. Hence, we should summarize 
these experiences and practices, obtain common and rational principles, 
and standardize them in the forms of laws, systems, or guidelines as an 
integral part of audit professional standards. Professional standards gener-
ated from audit practice are in line with the actual situation, can really play 
a guiding role in audit practice, and reflect the characteristics of coming 
from practice and applying to practice.

	 2.	 Strengthening theoretical study of the relevant standards, and 
learning from advanced experiences to build a high‐level audit 
standardization system. Building an auditing standards system needs 
to be supported by theory. Only by having a clear cognition of audit theory 
can we develop scientific auditing standards. The auditors who understand 
and master the audit standardization can effectively implement them in 
practice. Audit standardization should be based on the complete system of 
audit theory from the following aspects:
1.	 The concept of audit, the auditor’s core values and the establishment of 

audit ethics need to be guided by systematic theory. The general prin-
ciples of the audit standard need to build on the theoretical foundations 
of the immune system.

2.	 Regulating the audit conduct of audit offices and individual auditors 
needs to be theoretically guided.

3.	 Standardized audit plans and implementation processes require theo-
retical support based on auditing technology.

4.	 The standardized formation and submission of audit results require 
compliance with the relevant requirements for the audit report.

5.	 The standardization of audit management activities should be guided by 
management theory, especially public management theory. In addition, 
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to build a scientific audit standardization system, we must learn from 
advanced experience at home and abroad. Foreign audit offices and 
social audit organizations have nearly a century of history in develop-
ing standardization. Chinese CPA standardization has also made prog-
ress. These experiences have significance for Chinese government audit 
standardization.

	 3.	 Comprehensively improve the professional competence of auditors 
and enhance the level of standardization of audit work. To achieve 
standardization of auditing, we must first build a scientific standard sys-
tem, but more importantly, we must implement them through the practice 
of auditors. Auditors’ professionalization determines their ability to per-
form audit services and behavior. For example, application of some audit-
ing technology, maintaining due professional care, the use of professional 
judgment, cognition of the audited matters, internal control and audit risk 
assessment, and communication with the audited entity requires auditors 
to have professional competence. If the overall professional competence 
of the auditors is not strong and some important professional regulation 
requirements cannot be achieved in practice, it is difficult to achieve audit 
standardization. Currently, we should pay particular attention to the pro-
fessional construction of auditors. Only by establishing a team that has 
high professional standards and can continue to maintain professional 
competence can we truly achieve standardization of auditing.

	 4.	 Build a sound quality management system and strengthen super-
vision and inspection to ensure that audit standardization is effec-
tively implemented. Audit standardization serves as the criteria and 
benchmark of audit quality, and they are complementary. Audit quality 
problems are mostly due to violation of audit professional standards. The 
problems not only damage the interests of the audited entity and other par-
ties, but also have a negative impact on audit work. Therefore, to achieve 
standardization of auditing, we must build a sound quality management 
system to ensure effective implementation of professional standards. Audit 
offices must establish and enhance the consciousness that audit quality 
is the lifeline, take a variety of measures to achieve the transformation of 
the audit quality management system, and strive to improve the level of 
standardization. The measures include establishing correct audit values, 
innovating audit quality concepts, management means and methods, and 
management elements and systems, combining the quality management 
mode and audit offices’ performance management to change, innovating 
audit business processes and management means, and so on.
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   5.   Reform the audit management system, and enhance the audit 
standardization.  The audit management system covers audit plan man-
agement, performance management of audit offi ces, audit project cost 
management, administration affairs, and external relationship manage-
ment. The management system is the basis and assurance for achieving 
audit standardization. For example, we need to ensure the implementa-
tion of auditors’ qualifi cations through personnel management and the 
compliance with audit standards through quality management, to guide 
and regulate the behavior of auditors through performance management, 
to improve auditors’ work effi ciency through cost management, to stan-
dardize their audit evidence collection and working papers through record 
management, and so on. By building an effective management system, 
we can continuously improve the management level and the operation 
effi ciency and level of audit offi ces in order to ensure the realization of audit 
standardization. 

   6.   Continuously improve the level of audit standardization through 
innovation.  Along with the continuous development of the situation, 
audit offi ces should seek to improve and enhance their work level to effec-
tively fulfi ll their audit responsibilities. This requires constant innovation 
in working methods and means for improvement and change in auditing 
standards. The focus of the current audit standardization innovation must 
be: an audit reporting system, including the object to report, content, ways, 
and methods; audit techniques; and audit management way and content.      
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8                                                        CHAPTER      EIGHT               

 Research on Audit Informatization                        

 INFORMATIZ ATION REFERS TO THE TR ANSITION  process of applying 
information technology methods, such as sensing, communication, com-
puterization, and control, to a certain fi eld to comprehensively reengineer 

the business process, establish and improve the new production pattern, and 
enhance the capacity and level of management. It also refers to a state whereby 
information technology is greatly utilized, information resources are widely 
shared, and the traditional economy and social structure are moderately trans-
formed and reasonably reshaped by information technology. Audit informati-
zation means ensuring that audit practice embodies and applies information 
technology to the greatest extent through the transition process. As informa-
tion technology develops at full speed, we must strengthen the audit informa-
tization approach, and actively explore methods to apply big data technology 
to the entire auditing process to further comprehensively utilize data, so as to 
improve our ability to detect problems, evaluate judgments, and analyze in a 
macroscopic way, to effectively give play to the role of auditing.   
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 I. DEVELOPMENT COURSE OF STATE 
AUDIT INFORMATIZATION 

 In the late 1990s, with the rapid development of information technology, com-
puter technology was more and more widely applied in all walks of life, which 
brought unprecedented challenges to the audit profession, which also needed 
to upgrade its skill in examining account books and relevant economic activity 
materials. Without computer knowledge, the auditors were not able to open an 
accounting book, and thus failed to conduct audit work. In 1998, the National 
Audit Offi ce began to plan for audit informatization and offi cially applied to the 
State Council for approval of its proposed system at the end of 1999. 

 In 1999, the National Audit Offi ce, in the  Application for Approval of Audit 
Informatization System Construction Plan  submitted to the State Council, estab-
lished the overall goal of an audit informatization system (hereinafter referred 
to as the Golden Auditing Project), which was to meet the demands of national 
economic management informatization and the electronic development of 
accounting information, drastically improving traditional audit methods 
through modern information technology, such as computers, databases, and 
networks, constantly expanding audit coverage, standardizing audit behavior, 
promoting audit effi ciency and quality, and lowering audit risk, so as to better 
perform audit supervisory duties. The written reply from the State Council fur-
ther clarifi es the construction idea of “overall planning, unifi ed design, overall 
promotion, implementation by step, popularization and application, strength-
ening guidance, being diligent and thrifty, and being rigorous and meticulous.” 
Based on this consolidated goal and idea, the fi rst phase of the “Golden Auditing 
Project” was started in April 2002, focused on “planning, infrastructure, and 
basic applications.” After over three years, it passed the acceptance inspection 
of the National Development and Reform Commission in November 2005. The 
second phase began in July 2008, highlighting “initial establishment of the 
State Audit Information System” and improving “the capacity of audit supervi-
sion”; it was completed in June 2012. It initially achieved business collabora-
tion, interconnection, and interworking and resource sharing in the central 
and local audit offi ces at all levels, raised audit effi ciency, quality, and level and 
provided national e‐government and national macroregulation decision mak-
ing with audit information support. Currently, its third phase is under approval. 

 After more than a decade of construction and application practice, the over-
all framework of the national audit informatization was basically established, 
which consists of an application system meeting the needs of audit services and 
audit management, providing a number of data resources  supporting audit 
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 services and audit management, a network system achieving interconnection 
and information sharing, a safeguard system maintaining information secu-
rity and system operation, a service system safeguarding system maintenance 
and application promotion, and an audit team satisfying real‐time informa-
tional needs. The completion of the fi rst and second phases plays a decisive role 
in improving the internal and external environments of audit informatization.  

 (1) Research and Development and Promotion of Three 
Major Auditing Application Systems 

 The promotion and application of three major audit systems developed by 
the National Audit Offi ce—namely, the audit management system (OA  1  ), the 
on‐site audit system (AO  2  ), and the online audit system—contributed to audit 
informatization and digitization. It is used by all audit offi ces above provincial 
level—86 percent of municipality‐level audit offi ces and 75 percent of county‐
level audit offi ces. The AO system was actively utilized in almost all the audit 
projects, restoring the ability of auditors to open accounting books. The appli-
cability of the online audit system is being constantly enhanced, and many 
online audit systems of the initial version have been established by combining 
computer audit methods for budget execution, taxation, investment, and social 
security.      

    CASE 8.1: CONSTRUCTION OF THE OA 
SYSTEM AND AO SYSTEM  

 The fi rst phase of the Golden Auditing Project focuses on the planning 
and construction of the OA system and the AO system, the wide‐area 

interconnection of the National Audit Offi ce and local audit institutions 
at various levels, training in computer audit skills, operation, and mainte-
nance, and so on. 

 In September 2003, the OA system, with the function of auditing docu-
ments, plans, statistics, archives, personnel affairs, and application, had 
been deployed at the headquarters of the CNAO and 25 dispatched audit 
offi ces. At present, the OA system has been implemented at the National 
Audit Offi ce, 37 provincial audit offi ces (including the municipalities with 
independent planning status, and Xinjiang Production and Construction 
Corps), 331 municipal audit offi ces (including 14 division‐level audit bureaus 
subordinate to Xinjiang Production and Construction Corps), and 2,560 

(continued)
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 (2) Establishment of a Nationwide Audit 
Information Network 

 The local area network for audit management and daily offi ce work by audit 
offi ces was established in the late 1990s. Currently, the nonclassifi ed four‐level 
audit network established for the National Audit Offi ce and provincial, munici-
pal, and prefectural audit offi ces has become the main channel of collaborative 
management and data sharing. A case in point is the classifi ed audit intranet, 
which links the Audit Offi ce with special offi ces and bureaus and 37  provincial‐
level audit offi ces. In terms of transmission, the higher audit offi ces can send 
administrative documents to prefectural audit offi ces within a working day; 
lower audit offi ces can transmit the administrative documents to report a situ-
ation and apply for instructions to higher ones speedily. The security client 
system used in the National Audit Offi ce and its special offi ces allows auditors to 
log into the local area network in different places. The classifi ed network estab-
lished by audit offi ces above provincial level effectively maintains state infor-
mation secrecy. The Internet access network established by audit offi ces at all 
levels ensures that auditors can make full use of Internet resources; audit offi ces 
can announce audit results to the public in time, and accept public complaints 
and tip‐offs through their portals. The wide application of the Internet and 
communication technology in audit offi ces has helped raise audit effi ciency.   

 (3) For Audit Informatization, Application Is the Key and 
Talent Reserve a Guarantee 

 Audit offi ces fi rmly establish the concept of total staff participation, attach 
great importance to cultivating computer audit talents and information 

county audit offi ces. Metro‐region and wide‐area interconnections among 
the headquarters of the CNAO, dispatched audit offi ces, resident audit 
offi ces, and provincial audit offi ces have been achieved. 

 In July 2004, the AO system, with functions of audit project manage-
ment, audit data collection and conversion, audit sampling and analysis, pre-
paring audit working papers and audit reports, audit statistics, and electronic 
data archiving, was introduced to audit offi ces nationwide after pilot use. 
Currently, more than 100,000 copies of the AO software have been distrib-
uted to audit offi ces at various levels. Since 2004, the CNAO has organized 
the activity of collecting and selecting the best AO system application cases 
and IT audit methods. By the end of 2012, 15,661 AO system application 
cases and 4,726 IT audit methods had been included in the IT audit library. 

(continued)
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management talents, and have achieved good results after inputting a lot 
of human, material, and financial resources. The information technology 
training adhered to the combination of introductory training and advanced 
training, of professional computer training and audit practice training, 
and of universal training and specific training, thus building a multilevel 
and priority‐based training system. A system featuring the combination of 
computer audit talents and information management talent, and of high‐end 
research and development personnel and middle‐ and low‐end application 
personnel, has been preliminarily established.

Audit institutions enhance their work through science and technology, 
advance the audit cause through talent cultivation, and significantly improve 
the capability of audit supervision, process control, and decision‐making sup-
port as well as office affairs management. Mainly through computer audit 
software application, auditors accumulate experience, innovate, and improve 
their capabilities in problem checking, comprehensive analysis, evaluation, 
and judgment.

(4) Accumulating Rich Resources of Audit Data

The database application of audit institutions started with the retrieval of 
finance audit regulations, and the documents database was gradually accu-
mulated in the process of the implementation of Office Automation software. In 
1997, the National Audit Office started to train auditors to use Excel and Access. 
With the application of audit software and development of network‐based audit-
ing, the utilization of the auditees’ database had entered a new phase. To achieve 
data standardization, the CNAO prepared national standards for accounting 
software data interfaces, standardizing the format of accounting software data 
output, opening an efficient data exchange channel, and eliminating audit data 
access “bottlenecks.” The CNAO also formulated professional audit data rules 
according to basic data needs and by industry category, and developed the rules 
for data collection, analysis, and storage, achieving interactivity and compa-
rability of audit data. It also developed basic data center rules, and standards 
for database building. It built the national audit data center and started pilot 
construction of provincial subcenters. With the establishment of 13 categories 
of databases—namely, audit management, audit practice, governmental bud-
get implementation audit, tax auditing, customs auditing, financial auditing, 
enterprise auditing, investment project auditing, social insurance auditing, for-
eign capital auditing, agricultural auditing, accountability auditing of leaders 
and cadres, and special auditing—the data that audit offices can control and 
share internally has become increasingly abundant.
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(5) Exploring Audit Methods and Ways  
in an Informatization Environment

Large‐scale databases such as SQL Server, data storage technology, and disk 
array technology laid a strong foundation for data analysis and data mining, 
which provide technical support for auditing. In terms of data analysis tech-
nology alone, it has broadly passed through the following three development 
stages.

	 1.	 Transitional stage from a manual to semi-informationalized state. 
Auditors were more concerned about acquiring relevant knowledge 
regarding software, hardware, network, databases, operating systems, and 
so forth. The audit way evolved from reviewing account books manually to 
the combination of electronic and manual review. Auditors could export 
financial data of the auditees, and AO audit software connected effectively 
to financial data, representing an analytical mode in which financial data 
was placed first, followed by business data.

	 2.	 “Independent” stage of data analysis. With the construction of China’s 
Golden Auditing Project, taking the auditing of various industries as the 
leading priority of informatization, auditing was carried out independently 
according to features of different industries. The principle was that those 
responsible for the auditing should be in charge of the storage and custody 
of data. This stage can also be referred to as the “data audit” stage. As 
to methods, auditing departments and affiliated agencies analyzed data 
and reviewed the results. For example, the financial and business data of 
the auditees, such as custom and taxation administrative agencies, were 
downloaded for public finance audit, while those of banks and insurance 
were downloaded for auditing of financial institutions. A batch of fre-
quently used data analysis methods and audit cases formed references for 
the auditing of each profession. A batch of auditing software, such as data 
collection and analysis, generalized auditing, central government budget 
execution auditing, and customs business auditing software, was put into 
use in succession.

	 3.	 “Integration” stage of data analysis. Various types of audit data and 
systems were integrated, and a new model of informationalized auditing of 
“overall analysis, recognition of questionable points, verification dispersion 
and system research” was formed. New thinking in audit circles is to find 
an appropriate path and method for overall data analysis by summarizing 
audit experience, so as to precisely guide auditors in the field, eventually 
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summarize audit fi ndings, systematically analyze causes, and make rec-
ommendations. In the integration process, audit offi ces worked to estab-
lish an audit data plan. For instance, auditing of fi nancial institutions led 
the way in establishing a data storage platform for commercial banking, 
leading to the creation of a data analysis platform. It ensured the share of 
underlying data among commercial banks through the development of 
data standards. In the integration process, a model for data analysis was 
created through the establishment of a data analysis team. The follow‐up 
audit of key commercial banks’ new loans since 2010, the audit of local 
government debts in 2011, and the audit of national social security funds 
in 2012 were all supported by the data analysis team.   

 The comprehensive analysis of internal and external data as well as fi nan-
cial and business data frees the auditors from merely relying on account books 
and greatly enhances their ability to reveal problems and offer solutions. The 
audit profession plays a signifi cant role in standardizing the management of 
public fi nance, improving performance, and safeguarding national economic 
security.    

 II. MAIN FORMS OF AUDIT INFORMATIZATION 

 This refers to a state in the audit process to which IT is fully applied; auditors 
are able to audit informationalized auditees and IT management is carried out 
when the audit project is implemented. The work is divided into fi ve types, and 
the audit fi eldwork digital management mode is also introduced.  

 (1) Electronic Account Book Auditing 

 Auditing of account books is the traditional work of the audit profession. Elec-
tronic account book auditing still treats accounts as the entry point for obtain-
ing audit evidence, which represent “bookkeeping auditing” in conditions of 
informatization. Just like traditional account book auditing, the electronic type 
also needs to carry out the audit and examination of external forms. For exam-
ple, it needs to examine whether the setting and application of the account-
ing ledger (a term of computerized accounting) follow the provisions and meet 
management and accounting requirements; it also needs to audit and examine 
the authenticity and legitimacy of accounting information, which is to examine 
whether the economic activities refl ected by the accounting information can 
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be considered authentic and legitimate, whether the relevant accounting items 
are recorded authentically, the account balance is calculated reasonably, the 
property and debts reflected by the account balance indeed exist, and so on; it 
also needs to audit and examine the rationality and effectiveness of economic 
activities—namely, to examine abstracts of the accounts to judge whether 
they reasonably and effectively reflect the relevant economic activities. In the 
three kinds of audits and examinations just mentioned, minute and repetitive 
research and checking can be completed entirely by the computer, along with 
the audit ways of thinking. Therefore, the efficiency of electronic account book 
auditing is much higher than traditional ways.

(2) Data Auditing

Data auditing is a new audit mode arising with informatization. Based on the 
internal control and evaluation of the information system, audit objectives are 
fulfilled through collecting, transforming, arranging, analyzing, and verify-
ing electronic data. Compared with accounts‐based auditing, which regards 
paper accounts as the entry point in obtaining audit evidence, systems‐based 
auditing regards the internal control system used to control the economic 
business and its records as the entry point in obtaining audit evidence. This 
also applies to risks‐based auditing, in which the whole course of risk analy-
sis incorporates the internal control system and risk factors within the audit 
scope. Thus, data auditing regards not only the electronic accounts as the 
audit object but also the computer information system as the direct factor in 
evaluating internal controls. It aims at accounting data as well as business 
data, management data, and other nonfinancial data and also introduces 
external data to the audit process for comparison and analysis instead of 
relying only on internal data.3 “Selection, comparison, and query”4 in data 
auditing reproduces the methods of traditional manual auditing. However, its 
efficiency can be improved significantly. Provided with a standard, the com-
puter can carry out auditing on a large scale. Moreover, “selection, compari-
son, and query” can be used together and carried out at the same time. The 
audit software adopts three techniques to carry out “selection, comparison, 
and query”: first, an SQL query to access the data and inquire, update, and 
manage the related data system; secondly, multidimensional data analysis 
(also called OLAP) based on massive data input; and thirdly, data mining, 
which means that implicit, previously unclear but potentially useful informa-
tion and knowledge are extracted from the massive, incomplete, noisy, blurry, 
and random data of practical application.
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 In recent years, according to the idea of “overall analysis, discovery of 
doubtful points, dispersed inspection, and systematic study,” big data analy-
sis was widely implemented in major projects related to social security funds, 
special fi nancial funds, and land transfer funds organized by the CNAO, with 
outstanding results. Generally speaking, “big data” refers to massive and com-
plex data that cannot be extracted, saved, searched, shared, analyzed, and 
processed with existing software. Typical features are: large volume, reach-
ing terabyte (TB) magnitude; secondly, complex data sources, including the 
fi nancial and business data of auditees and their internal data, as well as asso-
ciated data of external units; and thirdly, rich data types, including structural 
data, and unstructured data, such as pictures, video, and location information. 
The utilization of big data by multidimensional data analysis is a new starting 
point for auditors, which greatly expands the breadth and depth of auditing. 
For example, for audits of social security funds, the CNAO, besides obtaining 
the business and fi nancial data of various social security institutions, also col-
lects massive external data from the departments of industry and commerce, 
public security, taxation, housing provident funds, and electricity suppliers; 
conducts associated analysis through the integrated data analysis platform; 
and analyzes doubtful areas from the perspectives of deposit, distribution, and 
receipt of social security funds. This not only expands audit coverage but also 
improves audit effi ciency and precision.      

    CASE 8.2: CHINA’S INFORMATIONALIZED 
AUDITING  

    1.  By associative analysis of bank fi nancing system data, deposit system 
data, and stock trading system data, auditors discovered the senior 
executive of a certain company was involved in insider dealing, 
and this company was suspected of transferring equity income 
rights through trust products and bribing others, such as the senior 
executives of another listed company during preparations for a major 
asset reorganization. This discovery came about through deeply 
tracking and analyzing cash fl ows. 

  2.  Auditors got relevant data about the withdrawal of enterprise 
employees’ pension insurance from a social insurance agency and 
information on the registration of dead employees from the police 
household registration department and the civil administration 

(continued)
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 (3) Analytical Auditing 

 Based on shared data, analytical auditing is an audit mode in the third stage of 
China’s Golden Auditing Project on the premise that the audit data plan of the 
second stage has basically been completed and data has been accumulated to 
some extent. It’s mainly applied in two aspects. 

   1.  The audit supervision of national public management by virtue of analyti-
cal auditing means the key evaluation indicators of management perfor-
mance and fi scal and fi nancial performance in regard to public fi nance, 
products, and services and the computer system of its related audit models 
of methods, standards, norms, and evaluations are established on the basis 
of the suffi cient data. Audits were carried out based on these key evaluation 
indicators so as to reveal the potential problems existing in national public 
management and improve overall public fi nancial management standards 
and performance. 

   2.  The audit supervision of national economic security by virtue of ana-
lytical auditing means to establish various indicators in the important 
fi elds related to the national economic security. The goal is to establish 
audit models by combining national policies, external shared data, inter-
nal accumulated data of the audit system, and information on national 

bureau’s funeral and interment department, or the population and 
family planning department. By establishing an analytical model, 
auditors were able to uncover the fact that pensions were still being 
paid to dead employees properly listed by the aforementioned 
organizations. Therefore, the auditors disclosed the illegal behaviors 
of pension insurance staff in a certain department who made use of 
the late workers’ pension cards to transfer a large amount of funds for 
their own use. 

  3.  Auditors did associative analysis of the date of fi nance, taxation, 
banking, social security, land leasing, water and electricity charges, and 
more in a national key monitoring enterprise in a certain province to 
see whether the central government’s policy of eliminating backward 
production capacity was being properly implemented. The auditors 
found out that the consumption of power and water of these enterprises 
that should be eliminated was rising instead of dropping. The 
conclusion could be drawn that these enterprises were still in operation.   

(continued)
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economic operation and macroregulation, study and analyze national eco-
nomic security generally, reveal potential risks, and make macropolicy 
recommendations.

An important step in carrying out analytical auditing is the establish-
ment of the audit simulation laboratory. Simulation is a way of converting the 
uncertainties specific to a certain particular level into determination of their 
influence on the target. The audit simulation laboratory was put into use in 
the second stage to provide technical support for audit prediction, allowing 
auditing to enter the digital application stage. To take advantage of the audit 
simulation system software, firstly the simulation model should be established 
and the methods to implement the simulation experiment should be developed, 
and then the computer can calculate the relevant data and come to a simula-
tion conclusion. The simulation technology is a new method to improve audit 
work capacity, reduce audit risks, and enhance the credibility and availability 
of audit recommendations and opinions.

(4) Network‐Based Auditing

In contrast with on‐site auditing, network‐based auditing has the same con-
cept as a foreign audit mode, literally translated as online auditing. Compared 
with on‐site auditing, the most important function of network‐based auditing 
is to access databases, dynamic early warnings, and real‐time verification of 
the auditees in real time or subreal time remotely. Auditors and audit infor-
mation are separated in space, but auditors can access the data via network 
technology, and their audit offices can audit several auditees at the same time. 
If the auditee adopted the centralized accounting system, auditors can audit 
the subordinates in various regions without travel, thus enlarging audit cov-
erage. At the same time, compared with past and relatively static data in a 
certain stage, the data from network‐based auditing is relatively fresh and 
dynamic, and is drawn from the information system being used in the eco-
nomic management, production, and operation of the auditees. The ability to 
store and reuse the electronic data helps audit institutions accumulate data 
from auditees more easily and conveniently. Although network‐based audit-
ing merely changes the way of accessing the audit data instead of the audit 
content, such a change can transform the audit from single on‐site auditing 
into one combined with remote auditing, single static auditing being combined 
with dynamic auditing and single concurrent auditing into the one combined 
with ex-post auditing.
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(5) Information System Auditing

Information system auditing is the process of collecting and evaluating the 
audit evidence to judge whether the information system can protect the secu-
rity of assets, maintain the completeness of data, effectively fulfill the goals of 
the operation, management, and other auditees, and utilize their resources 
efficiently. It should focus on three key points—namely security, effectiveness 
(reliability), and economic efficiency. In light of the duty and task of audit offices 
and the actual situation of informatization and application of auditees, infor-
mation system auditing should be carried out focused on the “security” of the 
network, equipment, operating system, database, environment, and other 
elements of the system, the “effectiveness” of standardizing management, 
improving efficiency, sharing information, keeping accurate data and other 
functional elements, and the “economic efficiency” of achieving organizational 
goals, investment income, cost performance, utilization coverage rate, and 
other elements of the project. Besides fiscal and financial revenues auditing 
and economic benefits auditing, audit institutions should audit the information 
system of auditees to reveal the information and economic security risks aris-
ing from defects in the information system, help auditees strengthen internal 
management and control, improve the benefits of informatization construction, 
guarantee the reliability and availability of the data needed in an audit, avoid 
“auditing the fake accounts,” and reduce audit risk.

(6) Audit Fieldwork Digital Management

The implementation of audit fieldwork digital management is what on‐site 
auditing should seek to attain when the computer application develops to a 
certain stage. In this state, all the data acquired and formed during the process 
of the audit operation and fieldwork management are transmitted, exchanged, 
stored, processed, and utilized in a digitized form in order to maximize the 
advantages of the computer technology. At the beginning of the IT audit, the 
lack of requirements for digitalized management led to a managerial form of 
the “manual workshop,” ill‐adapted to the informatization audit mode in audit 
fieldwork. Collection of audit data wasn’t planned collectively, leading to repeti-
tion and omission of needed data and the scattered and poorly shared data that 
couldn’t achieve the required data resource platform after being collected. This 
also caused auditors to work separately and to fail to promote their good ideas 
in time and mutually employ the working results, and caused leaders and chief 
auditors of audit teams to have only weak control over the audit process and to 
fail to transmit their requirements to individual auditors in time. Digitization 
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of audit fi eldwork is absolutely necessary to avoid these drawbacks. Therefore, 
leaders and chief auditors should be able to handle the IT audit and manage 
the audit teams effectively under the condition of informatization. The audi-
tors should be able to handle the IT audit and to audit by virtue of the Auditor 
Offi ce (AO) consciously and skillfully to meet the managerial requirements of 
the audit project. Meanwhile, audit institutions should arrange and adopt Offi ce 
Automation (OA) and be able to interact with the data in the audit fi eldwork; 
standard content and format of digital information should be enforced strictly; 
audit documents, especially evidence and other unstructured data, and audit 
archives of the project should be digitalized; leaders’ instructions should be 
related to the audit project, TV, radio, and newspaper reports; and the derived 
results after the audit results are employed, feedback of cyber‐citizens, and 
other information also should be digitized promptly.    

 III. FUTURE DEVELOPMENT IDEAS ABOUT 
AUDIT INFORMATIZATION  

 (1) Development Environment of Future Informatization 

 The development environment of future informatization involves: 
Data centralization.  With the rapid development of informatization, 

fi nancial, communication, and national taxation departments as well as cus-
toms, public security, electricity departments, and others have accelerated the 
establishment of their respective national centralized informatization systems 
with a unifi ed framework and overall linkage. At present, the data is generally 
concentrated in the headquarters and under the strategy of “Two Sites and 
Three Centers”—namely, a data center, backup center, and disaster recovery 
center. The high concentration, correlation, and calculation of the data have laid 
a foundation for centralized management and control, classifi cation authority, 
comprehensive management, and real‐time analysis. For instance, the Indus-
trial and Commercial Bank of China (ICBC) has been developing a national uni-
fi ed information system independently since 2000. Every day, billions of records 
are gathered at the head offi ce data center through tangible outlets and virtual 
online banks in different parts of the country in real time, realizing full‐caliber 
management, full‐range calculation, and full‐process management and control 
within the ICBC, which greatly enhance its core competitiveness. 

High concentration.  Current “big data” consists not only of traditional 
structured information but also of nonstructured information. In the face of a 
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vast amount of various data types, dazzling data tables, all kinds of complicated 
information, and bewildering processing technologies, a data centralized mode 
is adopted to realize the unification and sharing of national data. The explosive 
growth in a geometrical progression can be demonstrated by the daily number 
of transactional data of individual savings in the ICBC reaching over X hundred 
million, the daily volume of transactions in the online, electronic, and mobile 
power banks reaching over Y hundred million, the number of single individual 
transaction data tables reaching hundreds of billions, and the amount of the 
stored data reaching Z thousand TB; this is replicated in other industries. The 
data, information, and processing amounts are increasing greatly. The data in 
many industries will be calculated with PB as the unit. The storage amount of 
the integrated data of several industries is unimaginably huge.

Massive sharing. As the data is centralized, national data sharing is 
realized, destroying the idea that sharing is hard because of different systems 
and structures, as in the past. The high centralization of data overcomes the 
obstacle of restricting information sharing within departments and forms a 
unified interface standard, code rule, code meaning, and business process 
within the system, laying a foundation for realizing the integration of various 
data. For example, China Construction Bank is developing a new generation 
of core systems, which is able to realize not only the sharing and interaction 
of all information in the banking sector but also real‐time docking of the 
data and information transmission with the police and the administration 
for industry and commerce, achieving extensive sharing and expansion in 
a preliminary way.

Integration of sharing. Since many auditees have achieved data concen-
tration, each department has its own “data rivers.” In the information era, it is 
rather important to reconstruct waterways connecting various “data rivers” 
to form a “data sea” in which information can be seamlessly connected. The 
existence of the “data sea,” the most remarkable feature of informatization, 
means information can be not only shared and gathered but also mined and 
integrated. For example, the credit investigation system built by the People’s 
Bank of China sorts and integrates the data from industry, commerce, trans-
portation, public security, finance, and other fields to form organizational and 
individual credit investigation information, thus integrating and utilizing data 
on a shared basis.

Detailed integration. Currently, attention is paid not only to data cen-
tralization but also to the search for detailed data. A variety of data analysis 
tools are applied to explore and analyze. Modern high‐tech analytical tools are 
applied to find the treasure hidden below the surface of the data. For example, 
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after national auditing integrates data from finance, banking, enterprise, 
administrative affairs, social security, and other industries, the data sea of 
auditing will be formed. This is likely to become the information hub of all audi-
tees. In this hub, high‐tech methods can be used to carry out real‐time, com-
prehensive, accurate, and true analysis of the economy and finance, banking, 
national security, and other industries, giving early warning of various types 
of risks so policy recommendations can be made, thus improving efficiency 
and promoting the audit institutions’ ability to serve the national governance.

(2) Opportunities Created by the Information Environment 
for Audit Informatization

The information era of sweeping changes, opportunities, and big data is also an 
era of sharing. For national audit institutions, this is an opportunity for further 
development in the command system, data reconstruction, mode transforma-
tion, business reconstruction, protection system, and other aspects. Only by 
seizing the opportunity can national auditing make a difference.

(a) Opportunities for the Command System

Big data is not only the sea of data but also the basis for sound decision making. 
It is both the starting point and the end point of information. It embodies the 
tracking of information and retains its displacement distance. Therefore, the 
key point in any audit can be decided in the shortest possible time, and audit 
clues can be recognized in the most accurate way by analyzing massive data. 
Multidimensional analysis, multi‐angled integration, multifield evaluation, 
and multilevel screening can be achieved by integrating and analyzing data, 
which undoubtedly creates conditions for remote command, remote analysis, 
and remote verification. More importantly, it can ensure that scientific, system-
atic, and standardized decisions are available to form a new command system 
with the information analysis platform as the base, remote verification as the 
approach, high‐tech analysis as the core, and high‐quality achievements as 
the objective.

(b) Opportunities for Data Reconstruction

In the information era, complete and accurate data are the basis for good audit-
ing. To properly integrate information in the data sea, the existing data rivers 
and pools in various departments must be dredged and connected to each other 
to form the data seas and oceans; the existing fragmented river distribution pat-
tern must be changed into a continuous ocean distribution pattern; the existing 
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spotted distribution pattern must be changed into a single entity; and the exist-
ing stationary sources of information must be converted to mobile data sources. 
These approaches can effectively integrate the data of different industries based 
on reconstruction. Only in this way can complete informational analysis create 
conditions for the five transition periods of auditing.

(c) Opportunities for Mode Transformation

The information era has created favorable conditions for the mode transfor-
mation of audit, thus easing monetary conditions. This transformation is 
the requirement and the natural result of data sharing in the information 
era. Under the unified organizational project structure, business is central-
ized collectively, data is analyzed collectively, and the mode is transformed 
collectively. To realize the transformation of the audit mode, various orga-
nizational modes must be explored to form corresponding systems, fixed 
operational processes, corresponding management practices, an advanced 
approach to obtain evidence, and a complete team management mode based 
on exploration.

(d) Opportunities for Business Construction

With a unified hub for information analysis, full‐coverage of a business has 
been achieved, which provides an endogenous dynamic impetus for its recon-
struction. In the information era, scientific planning of audit objectives pro-
vides a rare opportunity to implement business construction. In particular, 
reengineering achieves mutual interchange and promotion, and inheritance 
and abandonment, under the condition of informatization.

(e) Opportunities for the Protection System

Informatization involves the collection and integration of data, equipment, 
personnel, operations, processes, and systems. Technological development, 
however, imposes higher requirements on system construction, especially an 
efficient protection system. System construction plays an important role in 
scientific management of auditing and creates conditions for promoting overall 
audit construction.

(3) Future Development Objectives of Audit 
Informatization

In the future, relying on big data, the national audit institutions should estab-
lish a new audit mode based on integration of the audit command, audit data, 
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audit business, audit mode, audit system, and audit logistics to protect the coun-
try, serve national macroregulation, and prevent economic risk.

(a) Integration of the Audit Command

Integration of the audit command means applying an advanced decision‐making 
and analysis system to command remotely, and make decisions and analyze 
based on big data. Specifically, the principle of integration of the audit command 
is “relying on the platform, connecting the National Audit Office with local audit 
offices and the analyzing mode.” Relying on the platform means to analyze data 
in depth based on the big data platform. Connecting the National Audit Office 
with local audit institutions means to form a multicommand system for inter
action between them. The analyzing mode means to apply analytical platforms to 
calculate the corresponding analytical results of different projects and compare 
results with the established indicators and draw objective analytical conclusions. 
The objective of integration of the audit command is “remote implementation, 
efficient unification, and scientific decision‐making.” Remote implementation 
means linking audit tasks around the country in various ways to achieve a 
national command system. Efficient unification means to effectively allocate, 
utilize, and combine national resources through a unified national command 
system. Scientific decision making means that the system makes quantitative 
and qualitative calculations to provide quality evidence for scientific decision 
making. Integration of the audit command includes big data analysis platforms 
and the construction of the command system. Big data analysis platforms can 
analyze information from finance, banking, enterprises, and other industries 
for real‐time analysis. Based on the results, the command system makes judg-
ments by virtue of scientific optimum computing methods, so as to provide an 
informational platform for overall decision making. The structural design of 
integration of the audit command includes metadata at the bottom, a standards 
layer in the middle, and an application layer at the top. Raw data from various 
industries are stored at the bottom; unified and standard data sources for shar-
ing are formed in the middle; the audit mode is applied and used at the top; and 
integration of the audit command applies concurrent auditing techniques and 
interface connections. Information connection and function can be achieved by 
establishing interfaces between big data analysis platforms and the command 
system. Centralized management and multi‐authorization are the management 
modes reflecting integration of the audit command. While centralizing the data, 
multi‐authorization is provided by assigning data management authority, so as 
to ensure security and prevent leaks. By the aforementioned methods, full cov-
erage of the audit command can undoubtedly be achieved in the big data era.
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(b) Integration of Audit Data

Integration of the audit data, which is based on the existing audit mode with 
business as its main line, reflects the integration of business and financial data 
from the financial sector (also including the tax and customs sectors, etc.), 
state‐owned banking institutions (including commercial banks, trust, insur-
ance, securities, funds, finance companies, etc.), large state‐owned enterprises, 
and other sectors. Specifically, the principle of data integration of the audit is 
summed up by “unified planning, separate implementation, key advance, and 
interconnection.” Unified planning refers to the fact that audit data reflects 
the properties of the relevant industries; “separate implementation” means to 
implement the audit by industry audit departments in different stages accord-
ing to the development of each sector; “key advance” means to promote the 
healthy development of key industries; and “interconnection” means to break 
the current closed status so as to share and integrate data. The objective of 
integration of audit data is to achieve “virtual centralization and decentralized 
sharing.” It means that, after the audit data of industries has undergone deep‐
processing, virtual centralization is achieved by accessing the auditee’s own 
database; “decentralized sharing” means to share and analyze data through 
authorization based on the audit objectives and tasks. Integration of audit 
data means the integration of fiscal, banking, and enterprise data and that of 
other industries. In the integration process, each industry’s business proper-
ties, including business categories and the corresponding business contents, 
should be closely determined. The structural design of audit data integration, 
based on the data structure of each industry, involves planning the overall data 
structure and sharing standards and implementation strategies of data. Inte-
gration of the audit data can be achieved by identifying the path and technical 
methods required according to the specific circumstances of each industry. It is 
implemented step by step according to priority. The management mode of inte-
gration of the audit data includes two aspects. First, it is necessary to establish 
a comprehensively unified data management standard on how to keep secret, 
process, and withdraw data and to ensure authenticity and integrity of data. 
Second, it is necessary to set the management standards, working content, and 
the implementation process for the data maintenance team of the auditees to 
achieve full audit coverage through integration of the audit data.

(c) Integration of the Audit Practice

Integration of the audit practice is based on the existing business lines. To sci-
entifically assess the implementation results of macropolicies, audit contents 
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of multiple business fields need to be effectively integrated. With one or more 
important audit objectives, it will then be possible to complete the audit under 
the overall plan. It is necessary to fully share and absorb the audit results of 
each business line in order to achieve the combination of point, group, and the 
entirety. We have to scientifically assess the difficulties and challenges encoun-
tered in the implementation of a certain policy to provide precise support for 
macro-decision making. Specifically, the principle of integration of the audit 
business involves “subject planning, integrating various industries, studying 
questions in depth, and focusing on practical effectiveness.” “Subject planning” 
means to establish and carry out significant audit work related to the national 
economy and people’s livelihoods to safeguard national economic security and 
serve national governance. “Integrating various industries” means to integrate 
the audit contents of finance, banking, enterprises in general, and various other 
sectors as required by the tasks set in order to analyze cross‐industrial and 
cross‐sector data and carry out extended verification on such a basis. “Study-
ing questions in depth” means to study the questions raised by an audit from 
both the micro‐ and macro‐aspects. While summarizing and abstracting ques-
tions, an audit institution needs to submit high‐quality analysis reports to the 
authorities to serve the major national policies. “Focusing on practical effective-
ness” means that the refined audit results must be effective, forward‐looking, 
and with overall coverage, so they can play an important role in improving 
national institutional mechanisms, evaluate the implementation effect of major 
national economic policies, and serve the national governance. Integration of 
audit business involves key sectors such as finance, banking, and enterprises 
in general. Each sector should be studied for its business type in order to cre-
ate a hierarchy of audit importance in order to provide the main method of 
business integration. The structure of integrating audit business is the overall 
business structure of integrating finance, banking, and enterprises. Links are 
forged when each key business has undergone the key audit based on the com-
prehensive plan. The management mode of audit business integration, with 
establishing uniform business integration standards as the main aim, puts 
forward clear audit objectives, key points, tasks, and implementation plans.

(d) Integration of the Audit Mode

This means to integrate the audit power of finance, banking, enterprises, 
and other sectors to realize great integration, organization, and penetra-
tion with one common objective in the information era, seeking to efficiently 
allocate audit organizations and personnel to the main tasks, integrate the 
audit power of each business line, give full play to their strengths, improve 
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audit efficiency, and achieve scientific and efficient audit evaluation under 
the existing organizational structure and conditions of human resources. 
Specifically, the principle of integration of the audit mode is “overall analy-
sis, recognition of questionable points, verification dispersion, and system 
research.” “Overall analysis” refers to the fact that, after comprehensively 
analyzing all the data, auditors find obvious problems affecting the devel-
opment of the national economy, thus determining the key audit subjects 
to more closely examine. “Recognition of questionable points” then focuses 
on the key subjects. With scientific and rational division of labor, the audit 
team determines the people directly dealing with the subjects under review 
and compiles an implementation plan. The team carries out data analysis 
to look for clues according to the implementation plans. “Verification dis-
persion” refers to the fact that, having identified various clues, the auditors 
then seek an extended audit, compiling a verification assignment book for 
the “extended verification” teams. Each team carries out the work by issu-
ing requisition forms to the auditee, confiscating materials, analyzing data, 
conducting on‐site inspection, and so forth. “System research” refers to the 
fact that verification teams deliver the extended results to the lead group for 
further analysis and then develop the specific framework and contents for 
reporting information. The objective of integration of the audit mode is “estab-
lish a special operations team to achieve maximum efficiency and high‐end 
results.” The “special operations team” refers to the personnel who will be 
equipped with whatever is needed when carrying out special audit tasks. That 
is, the audit office organizes backbone staff from different fields according to 
the required tasks so as to achieve the highest efficiency. This is reflected in 
the phrase “maximum efficiency,” which means to get the best examination 
results with the lowest human cost to achieve an optimal cost‐effectiveness 
ratio. “High‐end results” refer to the fact that during the determination of the 
audit tasks, the highest standards, the most stringent requirements, and the 
best achievements form the ultimate objectives, and the organizational mode 
should well serve the audit objectives. Integration of the audit mode includes 
standard modes, principles of team division, and ways of implementation 
involving the processes of finance, banking, enterprises, and key industries. 
The structural design of audit organizational integration is to put forward 
the organizational framework, connecting mode, organizational processes, 
and operational mechanism of finance, banking, enterprises, and other key 
industries to achieve efficient operation through comprehensive planning. 
Management of the integration of the audit mode calls for establishment of a 
regular audit mode with strong scientific underpinnings.
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(e) Integration of the Audit Logistics

Integration of the audit logistics refers to the relevant supporting measures 
used to ensure the integration of audit command, data, business, and mode 
based on informatization, so as to realize full‐process management and control, 
full‐caliber management, and all-around support for audit work. Specifically, 
the principle of integration of the audit logistics is “process management, sys-
tem guarantee, and specific implementation.” “Process management” involves 
sorting out and remolding the execution process of the audit as necessary to 
fully meet overall goals. “System guarantee” means to formulate rules corre-
sponding to the five integration items to guarantee sufficient and timely supply 
of human resources, software and hardware, and supporting resources. “Spe-
cific implementation” calls for specific approaches to implement the five inte-
gration items according to work requirements. Among them, the requirement 
and goal in the integration of the audit logistics are “timely supply, efficient 
operation, and seamless connection.” “Timely supply” means to solidly guar-
antee the integration with all-around support in manpower, materials, and 
finance. “Efficient operation” means to organize exclusive groups to carry out 
the integration of the audit logistics, thus ensuring the efficient operation of the 
whole process. “Seamless connection” means that all the logistics work must 
be connected effectively and seamlessly in order to offer proper support instead 
of excessive intervention and promote steady progress in the work rather than 
delaying it. The contents of the integration of the audit logistics include man-
power, finance, equipment, and system. Integration of the audit logistics stems 
from good planning and implementation in all the work and precise distri-
bution of all resources, full‐access management and control, and all-around 
logistics. The approach to the integration of the audit logistics requires giving 
priority to the system, selecting key audit projects for practice, and then sum-
ming up the experience to work out a management system and methods for all-
around practice. The management mode of the integration of the audit logistics 
has the logistics group as the core, and the information measures for the proper 
deployment of the recourses, the continuous improvement of the system and 
the extension of the field, and the final realization of the full‐coverage logistics.

(4) Future Development Approaches to Audit 
Informatization

Seeking innovation in audit informatization to promote the revolution in audit 
modes reflects a new development trend. Audit modes vary with the level of 
informatization. Given new historical conditions, we must combine this with 
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innovation in the modes of carrying out audits through “overall analysis, rec-
ognition of questionable points, verification dispersion, and system research.” 
The approach to realize this is “operating big projects, connecting the five 
centers, and motivating all layers.” Operating the big projects requires close 
cooperation, distribution of responsibilities, and seamless connection among 
various offices, businesses, and organizations—namely, the best management 
mechanism to serve the purpose of establishing a new audit mode so as to 
achieve the optimal audit results and goals. Connecting five centers requires 
us to establish the command and decision center, advice and execution center, 
central verification center, task execution center, and information processing 
center to meet the demands of “overall analysis, recognition of questionable 
points, verification dispersion, and system research.” The command and deci-
sion center equates to the headquarters that takes charge of general decision 
making and overall command. The advice and execution center is mainly 
responsible for the plan, audit objective, progress, and implementation of the 
task assigned by the command and decision center. The central verification 
center, like the special force that executes tasks and analyzes information 
involved in them, seeks audit clues and accomplishment of extended verifica-
tion of special and significant tasks according to the work requirements from 
the advice and execution center. The task execution center, like a field force, 
primarily carries out the extended verification of the analysis results offered by 
the central verification center and closely assists that entity in extended veri-
fication of special and significant tasks. The information processing center is 
chiefly in charge of deep processing, summarization, and extraction of verified 
audit information suitable for reporting to relevant departments. Motivating 
all layers means that we must follow the requirements from the audit projects 
to adopt a decentralized management system in all audit groups. The groups 
can be divided into three layers led by the National Audit Office, the Resident 
Audit Office, and the Provincial Audit Office. Each layer manages its own work 
according to the overall requirements, thus forming effective linkages.

The combination of audit informatization and the management mode will 
raise the management level. Audit informatization is the development trend, 
and it should be equipped with a corresponding management style. In the new 
development stage, we must seek this unity via “system implementation, pro-
cess control, and hierarchy system, as well as authorization management.” 
“System implementation” means to implement informatization management 
within the audit site and the office internal system via management software, 
thus making a breakthrough based on high efficiency. “Process control” means 
optimizing audit management by simplifying and smoothing its processes to 
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meet the development demand of audit informatization. The “hierarchy sys-
tem” is the informationalized and effective classification and grading of man-
agers based on their roles and responsibilities. “Authorization management,” 
based on the administration authority and range, requires strict authorization 
under scientific control in accordance with managers’ different responsibilities 
and authority. To implement this, we must resort to a “horizontal matrix, verti-
cal grid, and overall integration.” “Horizontal matrix” is a management style 
applied to audit groups belonging to different institutions yet part of the same 
hierarchy, thus realizing the unification of tasks and distribution of responsi-
bilities among different institutions. “Vertical grid” is a vertical management 
style implemented within the internal system of big audit groups. It’s a verti-
cally meshing and dynamic management mode formed by scientific and rea-
sonable arrangement and deployment of resources according to the importance 
of the audit tasks. Overall integration requires the National Audit Office and 
its subordinate offices to realize unity of command, planning, arrangement, 
implementation, and management via informatization means to form an inte-
grated audit mode during their execution of audit tasks.

The integration of the audit date can be promoted through the combina-
tion of audit informatization and data application. The audit informatization 
is the inevitable result of the development of big data and the development 
requirements of informatization. Development measures vary with develop-
ment requirements. Facing new development requirements, we must closely 
link audit informatization and data application to reach the goal of “compre-
hensive consideration, separate implementation, and integration and sharing.” 
“Comprehensive consideration” means researching and analyzing audit data 
with an entire industry as the reference. “Separate implementation” means to 
develop the reconstruction of audit information in key industries based on their 
characteristics. “Integration and sharing” refers to the realization of informa-
tion sharing through department data integration within key industries. To 
realize the reconstruction of audit information, we should adopt the strate-
gies of “key advance, overall centralization, complete auditing, and deep min-
ing.” “Key advance” requires us to focus on the data of key industries, such as 
finance, banking, enterprises, administrative affairs, social security, customs, 
and real estate, as well as industry and commerce to set up a standard data 
structure and database of each industry and realize data association analy-
sis among different industries. “Overall centralization” means that, in order 
to ensure the integrity and sharing of data, we must gather the overall audit 
data of key industries and upload them to the data center of the National Audit 
Office to contribute to national data centralization. Complete auditing refers 
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to auditing assisted by exclusive business offices in charge of projects such 
as national informatization engineering, national information security, and 
national electronic investment. “Deep mining” means high‐end data analysis 
by virtue of advanced data mining tools to serve the purpose of maintaining 
national governance and security, uncovering risks in economic operations, 
and cracking down on illegal activities.

Joining audit informatization and result improvement will lead to improved 
national governance. Audit informatization is the corollary of overall informa-
tization development and audit achievement. An audit achievement needs a 
corresponding audit perspective. Facing a new development pattern, we must 
strengthen the close integration of audit informatization and improved results 
through “researching subjects, studying questions in depth, and highlighting 
practical effectiveness.” Researching subjects means to research hot audit sub-
jects to meet the demands of state economic security and national governance. 
Studying questions in depth is to deeply and widely explore the problems found 
in auditing, which represents a breakthrough in the contents of the subjects 
both horizontally and vertically, and to produce high‐quality analysis to serve 
major national policy making. Highlighting practical effectiveness means that 
the audit result must be really effective, insightful, and comprehensive so that 
it can play a role in improving national governance, macroregulation, evalu-
ation of significant national economic policies, and so forth. To implement 
integration of audit business, we should concentrate on key fields and start 
with key businesses, such as finance, banking, and enterprises, researching 
ways to realize their integration and propose corresponding technologies and 
strategies.

(5) Combining Audit Informatization with Team Building 
Will Produce Top Talent

The development of audit informatization must rely on a strong informatiza-
tion team, along with a correspondingly good data analysis team. Facing a new 
development opportunity, we must work to link audit informatization and data 
team building and enhance cooperation via “the combination of business and 
data, centralization and decentralization, and scientific research and practice.” 
To combine business and data, the team must consist of versatile members who 
understand information‐based analysis and audit business. In this way, more 
personnel can be trained to master audit skills for the execution of special audit 
tasks. To combine centralization and decentralization, major problems must 
be tackled via face‐to‐face discussion and cooperation—namely, the collective 
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seminar—according to the requirements of the tasks. Decentralization refers to a 
remote, interactive way via information media. To combine scientifi c research 
and practice, theories must be applied to practice to realize a two‐way inter action 
to further improve the business capabilities of the team. To realize the three 
foregoing combinations, the way of “three systems, three platforms, and three 
supports” must be adopted. The “three systems” are the informationalized‐team 
management system, the informationalized‐analysis management system, and 
the informationalized‐confi dentiality management system. Among them, the 
informationalized‐team management system includes developing the principles 
and organizational modes of the team, management modes, system of rewards 
and penalties, and so on; the informationalized‐analysis management system 
contains modes and processes of data analysis, authorization management, data 
transmission, and so forth; and the informationalized‐confi dentiality manage-
ment system consists of confi dentiality procedures, specifi c classifi cations of 
breaches of confi dentiality, confi dentiality undertaking ways, the penalty system, 
and other contents. The three platforms refer to the practice platform, scientifi c 
research platform, and training platform. Among them, the practice platform is 
where the data analysis team manages big audit projects through audit informa-
tization methods so as to get practical training; the scientifi c research platform 
is where scientifi c research projects are set up to improve the abilities of the data 
analysis team according to their characteristics, and fi nally lay a foundation 
for better practice; and the training platform is where top‐notch experts carry 
out training to improve the business capabilities of the data analysis team in 
the minimum period based on the knowledge structure of the team. The three 
supports are “data auditing, follow‐up auditing, and network‐based auditing.” 
Data auditing is full‐coverage auditing based on the national audit data center 
and the data of the auditees. Follow‐up auditing means carrying out continuous 
political follow‐up auditing to serve national governance and the execution of 
policies. Network‐based auditing refers to long‐distance informatization auditing 
via cloud computing in different places.    
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9                                                        CHAPTER      NINE                 

 Audit Culture                      

 AUDIT CULTURE IS AN IMPORTANT  part of socialist culture, and 
also the moral basis, spiritual pillar, and power source for guarantee-
ing the development of the audit cause. By deepening understanding 

of the audit culture and establishing and carrying forward auditors’ core val-
ues, we can improve moral integrity and the sense of professional honor, and 
enhance the cohesion and solidarity of the audit team.   

 I. CONCEPT AND FUNCTION OF AUDIT CULTURE  

 (1) Meaning of Culture 

 Culture is a phenomenon of historical inheritance; as a social ideology, it refl ects 
a certain level of social, political, and economic development. Research shows 
the word “culture” has existed in the Chinese language system since ancient 
times, while its current concept can be traced back to the end of the nineteenth 
century. Chinese scholars translated the English word “culture” as “wen hua,” 
enjoying wide usage. In the  American Heritage Dictionary , the original meaning 
of “culture” is the summation of a code of conduct, beliefs, institutions, and all 
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other products of human work and thoughts extensively inherited. Culture 
has both broad and narrow senses. In a broad sense, it refers to the summa-
tion of the material and ideological wealth created in the process of human 
social practice. In a narrow sense, it refers to the form of social consciousness 
of human works, such as natural science and technology and social ideology. 
Culture as a historical phenomenon embraces inheritance; as a social ideology, 
it reflects a certain level of social, political, and economic progress. It has so far 
become a multidimensional concept with rich connotations and broad exten-
sion. It is generally accepted as the summation of the material and ideological 
wealth created during human social and historical development, especially 
ideological wealth, which means the ideology, concepts, behavior, customs, and 
habits formed in a certain period within a specified group (whether a nation, 
a company, or a family) and all activities in extension generated by the overall 
awareness of this group.

The historical heritage of culture is shown by the fact that the origin, evolu-
tion, and development of each branch have their own trajectory and context. 
The formation of culture in a society is a very complex process resulting from 
long‐term accumulation, promotion, and extension in human history and 
economic and social development. Culture is also permeable—it expands and 
permeates constantly, and keeps trying to invade surrounding subcultures. To 
some extent, audit culture, as a subculture, is the result of cultural expansion.1

(2) Concept of Audit Culture

The concept of audit culture has its own broad and narrow senses. Broadly, 
it refers to the summation of the material and ideological wealth created in 
audit activities, comprising audit material culture, institutional culture, and 
ideological culture, with the latter as the core. In a narrow sense, it refers only 
to audit ideological culture, such as the core values of auditors, audit concepts, 
audit spirit, audit ethics, audit psychology, audit image, audit style, and so forth. 
Due to the rarity of exclusive material elements, audit culture gives priority to 
ideological elements.2 The audit culture of this study focuses on the ideologi-
cal ideas reflected in audit practice. Therefore, the concept of audit culture can 
be summarized as follows: the audit community gradually forms values and 
ideological pursuits in long‐term audit practice that can be commonly recog-
nized and followed.

Regarding the concept of audit culture, there are three dimensions. First, 
it is reflected in audit practice, including the vision and mission, values, ethics, 
professional habits, and so on, so it should be understood with audit practice as 
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the basis. Secondly, audit culture reflects a snapshot of accumulated national, 
ethnic, and historical and cultural deposits, and should be analyzed and viewed 
by fully taking into account the sociocultural background of auditing. Thirdly, 
lying at the heart of audit culture, the core values of auditors are not only the 
concentrated reflection of the sense of trust, sense of belonging, and sense of 
honor reflected in the audit profession, but also the ideological pursuit com-
monly recognized and consciously practiced by auditors.

In a word, audit culture is generated, developed, and continuously accumu-
lated and enriched along with the audit system. Meanwhile, as the extension 
and reflection of culture in a general sense in the auditing field, the formation 
and development of audit culture will inevitably be affected by traditional cul-
ture, the economic base existing in a certain period, socioeconomic relation-
ships, and other aspects, which reflect the spirit of the times.3 Audit culture also 
has continuity in time and space. In different times and in different regions, 
audit culture has been continually developed and improved via interconnec-
tions, reference, and inheritance.

(3) Function of Audit Culture

Audit culture totally permeates the whole auditing process, influencing the 
thinking and behavior of auditors. It has many functions, such as guiding, 
gathering, motivating, restricting, and cultivating auditors, and plays a positive 
role in promoting their development.

Guidance: Leading the healthy development of the audit cause. Audit 
culture can provide audit offices and individual auditors with guidance on value 
orientation and play a due role in edification, enlightenment, and establishment 
of precepts. It may transform and remove all kinds of adverse factors in the audit 
environment, which helps auditors form a positive ideology, such as probity, self-
less devotion, honesty, and so forth, so as to guarantee the healthy development 
of the auditing profession; it may integrate the individual goals of auditors into 
the overall goals of the sector, so that auditors can voluntarily and imperceptibly 
take development of the audit cause as their own ideal and pursuit.

Cohesion: Gathering the wisdom and strength of auditors. Audit 
culture can effectively concentrate auditors’ wisdom and strength and enhance 
their sense of identity, sense of belonging, and sense of honor. It can closely con-
nect the emotional ends, ideological pursuits, and sense of destiny of auditors 
with the overall audit cause. It can create unity, reduce conflicts and internal 
strife, and contribute to auditors’ mutual recognition, support, and cooperation 
to create synergy for the achievement of audit objectives.
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Motivation: Strengthening the internal power of the audit cause.
Audit culture can stimulate the enthusiasm and potential for work by giv-
ing full play to the initiative and creativity of individual auditors and audit 
groups. It allows auditors to maximize their intelligence and builds execution 
and cohesion for the team to strive to achieve audit objectives. It encourages 
auditors to conceive a healthy mood and enterprising spirit from the bottom 
of their hearts, so as to form positive overall strength and possess lasting 
driving force. Thus, by continuously enhancing self‐motivation and mutual 
encouragement as well as integrating the achievement of individual values 
into the overall audit results, auditors can continually promote development 
of the audit cause. 

Restriction: Regulating the behavior of audit offi ces and auditors.
Audit culture can harmonize audit thinking and behavior in a consistent way 
through the establishment of a sound tangible or intangible restrictive mecha-
nism. This can come not only through “tough constraints”—for example, the 
code of professional ethics and “Eight Restrictions” for Audit—but also through 
“soft restriction” on auditors’ psychology and behavior originating from vari-
ous features of audit culture—namely, fulfi lling responsibilities, exercising cau-
tion, following the norms, and maintaining integrity and devotion. Auditors 
can therefore be encouraged to consciously correct their behavior, improve 
their work style, and develop and exert self‐control, which helps overcome 
reverse psychology and resistance caused by a rigid system, and thus achieves 
long‐lasting restrictive effects.    

    TERMINOLOGY: THE “EIGHT 
RESTRICTIONS” FOR AUDITING  

 The “Eight Restrictions” for auditing (issued by the National Audit 
Offi ce of China in 2000 and revised in 2008): 

  1.  Auditors are not allowed to ask any audited entity to pay for or to 
subsidize accommodation and meal fees. 

  2.  Auditors are not allowed to use vehicles and communication tools of 
any audited entity to handle matters irrelevant to the audit. 

  3.  Auditors are not allowed to participate in activities arranged by any 
audited entity, such as banquets, travelling, entertainment, and social 
gatherings. 
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Cultivation: Establishing the image of the audit offices and 
 auditors.  The function of audit culture to establishment image aims at 
showing a value orientation and ideological pursuit of auditors and estab-
lishing a good image among audited entities and the public at large. It can 
win the understanding, recognition, and respect of people from all walks 
of life for the audit process through establishing an image of being dar-
ing, rigorous, uncompromising, truthful, dedicated, and so forth. It can 
promote communications and interaction with other professional cultures 
and cultural fields as well as society at large, enrich, improve, and develop 
the audit culture, and constantly enhance the public image of audit offices 
and auditors.    

 II. CORE OF AUDIT CULTURE 

 The core socialist value system is at the heart of socialist culture. While inherit-
ing and developing traditional culture, China has put forward its core socialist 
values—namely, prosperity, democracy, civility, harmony, freedom, equality, 
justice, rule of law, patriotism, dedication, integrity, and friendship. In regard 
to the formation and development of the audit culture, the core values of audi-
tors were formed gradually in audit practice through accumulation and further 
deepened in different historical periods. After years of discussion, it has been 
agreed that the core audit values are responsibility, loyalty, integrity, legality, 
independence, and devotion.    

  4.  Auditors are not allowed to accept any souvenirs, gifts, cash, consumer 
cards, and securities from any audited entity. 

  5.  Auditors are not allowed to seek reimbursement for any public and 
private fees at any audited entity. 

  6.  Auditors are not allowed to sell goods or to introduce business to any 
audited entity. 

  7.  Auditors are not allowed to use the audit authority or knowledge of 
trade secrets and inside information related to any audited entity to 
make profi ts for themselves and others. 

  8.  Auditors are not allowed to impose any requirements irrelevant to the 
audit.    ◾
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 From the perspective of the inheritance source of audit culture, the core 
values of responsibility, loyalty, integrity, legality, independence, and dedication 
retain a strong link with traditional Chinese culture, of which Confucian culture 
is the most infl uential, most basic, and most fundamental aspect. The core is “the 
Four Principles and Eight Virtues”  4  —namely, “propriety, justice, honesty, and 
honor” and “loyalty, fi lial piety, benevolence, love, integrity, righteousness, har-
mony, and peace.” Traditional Chinese culture highlighted “righteousness” and 
“justice” rather than “benefi t” and “desire,” advocating justice, honesty, benevo-
lence, loyalty, practice, tolerance, unbiasedness, steadfastness, and avoidance 
of evil, which constitute the basic features of the Chinese national spirit with 
patriotism at the core. Core values for auditors contain the essence of Chinese 
traditional culture: “responsibility” stems from “fi lial piety” and “love”; “loyalty” 
stems from “loyalty” and “integrity”; “integrity” stems from “integrity” and 
“honor”; “legality” stems from “propriety”; “independence” stems from “righ-
teousness”; and “dedication” stems from “due diligence.” Traditional Confucian 
culture advocates “correct mind, self‐ cultivation, family management, national 
governance, and universal peace in succession,”  5   whereas the core values for 
auditors are upholding themselves and shouldering responsibilities. 

 The core values of auditors (responsibility, loyalty, integrity, legality, inde-
pendence, and devotion) have highly summarized the long‐term audit practice 

    TERMINOLOGY: SOCIALIST CORE VALUES  

 Socialist core values are the concentrated expression of the social-
ist core value system, refl ecting its fundamental nature and basic 

characteristics, rich connotations, and practical requirements. The 18th 
CPC Congress advocated prosperity, democracy, civility, harmony, 
freedom, equality, justice, rule of law, patriotism, dedication, integrity, 
and friendship as the ultimate goals of socialist practice. Prosperity, 
democracy, civility, and harmony are values at the national level; freedom, 
equality, justice, and rule of law are social values; patriotism, dedication, 
integrity, and friendship are values to be embraced by the individual 
citizen. Together, they form the basic content of socialist core values. 
In December 2013, the General Offi ce of the CPC Central Committee 
distributed the  Opinions on Cultivating and Practicing the Core Values of 
Socialism , setting out the requirements for the development of socialism 
with  Chinese characteristics, inheriting the excellent Chinese traditional 
culture and the outstanding achievements of human civilization, and 
refl ecting the common value of the whole Party and society. ◾ 



	 II. Core of Audit Culture  ◾� 273

and reflected the occupational characteristics of government auditing as well as 
the ideological pursuit and values of audit offices and individual auditors. They 
can inspire and guide all auditors to do a better job and improve themselves. 
The current audit culture connotation and ideals are defining responsibility, 
maintaining loyalty, upholding integrity, emphasizing legality, adhering to 
independence, and staying devoted.

(1) Responsibility

Responsibility means doing what should be done, including completing tasks 
and performing duties, and so on. It also means avoiding wrongdoing and 
bearing the consequences if we stray. As for audit, responsibility means effec-
tively performing the duties entrusted by the Constitution and relevant laws, 
devoting oneself to the audit, finishing tasks in accordance with orders and 
requirements, giving full play to the functions of auditing as an “immune sys-
tem,” acting as the guardian of public finances, earnestly safeguarding public 
interests and national security, promoting national governance, guaranteeing 
a sound economy and society, and being accountable for any errors during 
auditing. “Responsibility is a kind of love, a filial duty, an obligation, an ideal 
and one’s personal goal. An auditors’ responsibility as entrusted by the law is to 
fulfill duties, protect the interests of the country and the people, investigate and 
punish those who damage these interests.”6 With the rapid development of the 
economy and society and increasing demand for auditing, auditors should fur-
ther enhance their sense of responsibility and mission and strive to effectively 
monitor the due processes of the economy and society, so as to fully supervise 
and promote each cause, provide constructive criticism, and guarantee scien-
tific development of the economy and society. A well‐established and enhanced 
sense of responsibility in auditing can provide strong ideological support for 
auditors to devote themselves to the work and excel in audit missions, thus 
providing a strong impetus for the scientific development of the audit cause.

(2) Loyalty

Loyalty means someone is sincere, respectful, obedient, and honest to a par-
ticular object. In terms of auditing, loyalty means loving the country and the 
people, believing in the great ideal of communism, respecting laws and regula-
tions, upholding truth and justice, and devoting oneself to the cause of socialist 
auditing. Currently, as China is experiencing a special period of economic tran-
sition and social transformation, social conflicts occur frequently and abruptly. 
People are under the influence of all kinds of ideas and concepts. Under these 
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conditions, it is rather important to advocate loyalty. Guided by core socialist 
values, all auditors should uphold loyalty, be responsible to the country, people, 
history, and society, devote themselves to auditing with high morale and spirit 
in order to effectively perform their duties entrusted by laws, and strive for the 
Chinese audit cause.

(3) Integrity

Integrity means that one should not take advantage of one’s powers to gain any 
kind of personal or group interests in official activities. In terms of auditing, 
integrity means vigilance, self‐reflection, and self‐discipline. Auditors should 
firmly build awareness as civil servants and auditors, strive to strengthen self‐
cultivation, and consciously resist all kinds of benefit enticements. They must 
earnestly follow the Eight Restrictions for auditing and other integrity regula-
tions, strictly regulate thinking and behavior, seek no personal gain, and work 
and live honestly. As auditors do not live in a vacuum, they will meet many 
enticements in audit work. Only by sticking to integrity can auditors truly be 
selfless, objective, impartial, rigorous, and prudent and effectively fulfill their 
statutory duty of supervision through auditing, so that the audit can be suc-
cessfully carried out and good results can be achieved. Meanwhile, auditors 
can effectively resist enticements, prevent themselves from breaking laws and 
regulations, and maintain the good image of their audit offices and auditors. 
Integrity means auditors must be clean, respectable, and free from corruption 
and bribery, regulating their thinking and behavior while leading by example.

(4) Legality

Legality means handling business in accordance with the laws, rules, and reg-
ulations. Law‐based auditing requires auditors to carry out audits according 
to laws and regulations, adhere to the principle of taking facts as the bases and 
laws as the criteria, judge and deal with audit subject matters in accordance 
with laws and regulations, and defend the dignity of the law to ensure that laws 
are observed and strictly enforced and law‐breakers are prosecuted. Law‐based 
auditing is necessary and is important for the rule of law and the construction 
of a law‐based government and a socialist harmonious society. As the funda-
mental principle for audit offices and auditors, it is crucial for implementing 
scientific auditing and improving national governance. As the legal basis for 
the auditing profession and practice, legality deeply influences auditors’ way of 
thinking, criteria, and behavior. The audit must be carried out in accordance 
with the provisions and requirements of the laws. Auditors must perform their 
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supervision function by legal means within the legal mandate. Auditors should 
advocate, respect, lay emphasis on laws, and consciously regulate their own 
words and deeds to be law‐abiding models.

(5) Independence

Independence is a state free from external forces, restraint, and interference. In 
terms of auditing, it means auditors shall be fair, impartial, and free from exter-
nal pressures and influences when dealing with audit items. Auditors must 
avoid any potential interference in organizations, personnel, and funds, stick to 
principles, and work impartially and objectively. As an important part of profes-
sional audit ethics, independence is considered the soul of auditing. Auditors 
must consciously overcome the adverse impact of external factors, resist the 
enticements of improper benefits, fight against lawbreakers, and not be afraid to 
give offense during the audit. Unless they can remain free from external inter-
ference, manipulation, and the fetters of desires, they cannot effectively perform 
their supervisory function and conduct the audit smoothly to achieve results. 
With the current development of the economy and society, independent audit-
ing has a new meaning. To independently exercise supervisory powers and 
effectively perform legally entrusted duties, auditors should have independent 
personalities and thinking and always be enterprising, so as to continuously 
innovate in audit systems, concepts, organization, and methodologies.

(6) Devotion

Devotion means that people serve and contribute to the specific objects willingly 
regardless of the return. In terms of auditing, devotion means that auditors 
have a high sense of historical mission, a strong sense of social responsibility, 
and a noble professional spirit, work diligently and scrupulously without com-
plaint or regret, give full play to their subjective initiative to overcome all kinds 
of difficulties and pressure, work hard, and devote themselves to development 
of the audit cause. Devotion is advocated to motivate and inspire the auditors’ 
sense of honor, belonging, and achievement. They will always strive to achieve 
the audit objectives, promote the development of the audit cause, and integrate 
the realization of the auditors’ individual and collective values with that of 
the audit’s contributions to the country, people, and society. Devotion requires 
auditors to improve their political and ideological pursuit constantly, cultivate 
a good moral character, temper a tough work style, improve their professional 
qualities and work abilities, and regulate their behavior in order to continu-
ously enhance the audit’s quality and results. Under the influence of devotion, 
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auditors can not only strive for achievements enthusiastically but also better 
realize individual development and self‐accomplishment. 

 Thus, the core values of auditors—namely, responsibility, loyalty, integ-
rity, legality, independence and devotion—which refl ect the current objectives, 
 missions, value orientations, ethics, and professional habits of the audit culture, 
represent auditors’ ideals, beliefs, codes of conduct, and ideological pursuits. 
It is safe to say that the core values of auditors take responsibility as the lead, 
loyalty as the cornerstone, integrity as the guarantee, legality as the premise, 
independence as the pursuit, and devotion as the destination. The auditors’ 
core values are present throughout the whole process of audit practice and 
activities, refl ecting the career, life, self‐cultivation, and other aspects of the 
individual auditor.    

 III. CHARACTERISTICS OF AUDIT CULTURE 

 As a professional culture, audit culture has rather obvious characteristics, as 
shown in seven aspects.  

 (1) Maintain Order, Rights, and Interests 

 According to the provisions of the Audit Law, audit offi ces should “strengthen 
state supervision through auditing, maintain the fi scal and economic order of 
the country, improve the effi ciency in the use of government funds, promote 
the building of a clean government, and ensure the sound development of the 
national economy and society.” They should supervise the truthfulness, com-
pliance, and performance of fi scal and fi nancial revenues and expenditures, 
preserve order in politics, economy, management, and so on, including the 
correct implementation of laws, regulations, and provisions as well as related 
policies and measures, maintain fi scal and economic order, seek to wipe out 
corruption, and so forth. Auditing mainly aims at maintaining economic 
and social security, effi ciency, and fairness. On the one hand, it maintains 
the fi scal and economic order of the country, safeguards national economic 
security, protects public interests from infringement, and upholds the legal 
rights and interests of the relevant departments and units through compli-
ance audit; on the other hand, it promotes and improves the effi ciency in the 
use of fi scal funds, improves management, reduces losses and waste in the 
audited entities through performance auditing, and enhances the reasonable 
appreciation of funds and assets. Therefore, the maintenance of order, rights, 
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and interests is the lawful duty and most important task of the audit and 
the main content of supervision through auditing. Meanwhile, it is also an 
important mission of audit offices and individual auditors and a vital feature 
of the audit culture.

(2) Keep Independent and Objective

As the most important ideological element of the audit culture, independence 
can best reflect the essential characteristics of audit work as widely recog-
nized and accepted by the people. The various laws and regulations specify 
that auditing must be independent. Without this feature, audits cannot be 
judged and evaluated fairly and impartially, and the realization of audit 
objectives will be hampered. This means that audit offices and individual 
auditors must retain an objective and impartial attitude, but never yield to 
external pressures. In audit practice, audit offices and individual auditors 
should regard the discipline against corruption as “a high voltage cable.” 
They must vigorously advocate honesty and self‐discipline and guarantee 
and promote audit independence.

Objectivity is a built‐in necessity for auditing. As the audit process is full of 
uncertainties, auditors often need to make experiential judgments and subjec-
tive conjectures, which, despite their importance, may sometimes be biased or 
mistaken for a variety of reasons. Therefore, in accordance with the objective 
requirements, auditors must respect facts and history conscientiously, make 
comprehensive judgments, and carry out the audit with an objective, neutral, 
and realistic attitude.

(3) Advocate Rationality and Evidences

In order to achieve audit objectives, audit offices and individual auditors must 
always seek authentic and reliable evidence through scientific methods, and 
adopt correct logical thinking to judge, reason, and evaluate according to statu-
tory or accepted standards in order to produce audit results. Rationality, not 
arbitrariness, is needed in implementing an audit, and no random judgment, 
evaluation, or opinion should be made. “Being realistic and pragmatic,” an audit 
policy proposed by the CNAO, is a requirement for the rationality of audit work. 
Evidence is critical to good auditing. For example, to formulate an audit plan, 
auditors must determine the types of the evidence they need to collect and the 
means of collection according to the audit objectives, whereas to prepare an 
audit report, auditors must reach conclusions and express opinions after sorting 
out and summing up the audit evidence. Especially for field auditing, auditors 
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must make specific judgments after analyzing evidence and reaching conclu-
sions. All judgments, evaluations, and opinions in the audit must be based on 
evidence. Without evidence, the audit loses its credibility. In long‐term practice, 
according to the internal requirements for the rationality of the audit, audit 
offices and individual auditors must adopt standard and scientific audit tech-
nologies and methods, comply with laws, regulations, policies, and provisions 
as well as industrial standards or conventions, and obtain conclusions based on 
clear evidence, including facts and data, in order to establish the professional 
image of all auditors as being reasonable, evidence‐oriented, fair, and objective.

(4) Remain Rigorous and Cautious

In the audit process, a great deal of highly professional, rigorous, and logi-
cal work needs to be done, such as obtaining evidence, reasoning, judging, 
and evaluating; the audit results have a major influence on the audited enti-
ties, related departments, and even other stakeholders. Therefore, audit offices 
and individual auditors must always be prudent, rigorous, meticulous, real-
istic, objective, fair, and accurate to ensure the quality of their work. In audit 
practice, audit offices advocate a rigorous and meticulous working style. For 
instance, the CNAO has put forward the requirement of “being realistic and 
pragmatic,” “seeking high standards,” “developing and innovating unceas-
ingly,” “implementing the audit under strict management,” and “always being 
rigorous and cautious.” Audit offices at all levels have made strict provisions 
for auditors’ professional behavior, thinking mode, working attitude, and other 
aspects, and implemented a series of mechanisms, such as audit quality control, 
assurance review, and audit accountability, which have ensured audit quality 
effectively and established the image of auditors as being rigorous, cautious, 
self‐disciplined, and pragmatic.

(5) Follow Standards and Procedures

As the audit is statutory supervision, audit offices and individual auditors must 
carry it out according to the Constitution, the Audit Law, and other relevant 
laws and regulations. Also, as the audit is highly professional with established 
norms and standards, auditors must carry it out according to the relevant 
laws, regulations, norms, and standards to ensure its smooth implementation 
and expected results. The Audit Law and its Implementing Regulations, the 
National Auditing Standards, and other relevant normative documents specify 
the responsibilities and authority as well as procedures and methods of the 
audit. For instance, an audit is divided into three phases—namely, pre‐audit 
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planning, on‐site implementation, and audit reporting; the methods and 
requirements of obtaining evidence, the format of the audit report, and other 
aspects are also standardized. Professional ethics and standards apply to all who 
engage in audit work. These provisions and requirements can restrain audit 
professional behavior, prevent negligence, reduce audit risks, and guarantee 
audit quality effectively. In early 2007, the former prime minister Wen Jiabao 
put forward the concept of “civilized auditing.” To be exact, it includes “legality, 
procedural compliance, quality, and civility,” with the first two requirements as 
the core and the premise. Civilized auditing fully demonstrates the importance 
of complying with standards and procedures, which is also part of the ethics 
and code of conduct for auditors. According to this requirement, audit offices 
of all levels as well as individual auditors must pay attention to standardized 
operation and process control when scheduling audit work plans, preparing 
audit schemes, implementing field auditing, and producing and using audit 
results, so as to contribute to a professional image of “carrying out the audit in 
compliance with standards and procedures in a civilized way.”

(6) Encourage Innovation and Development

With the continuous development of the economy and society and the changing 
audit environment, requirements for work are constantly raising. Hence, the 
audit must adapt itself to these objective requirements and continuously make 
innovations and develop. For example, the rapid development of the economy 
and society, deepened reform, and the complicated international economic situ-
ation impose new and higher requirements for the objectives, priorities, methods, 
and other aspects of the audit. Meanwhile, with broader IT application in the 
whole society, many audited entities have fully adopted computerized account-
ing and some have begun to use ERP systems, office automation platforms, and 
data management systems. Hence, the informatization and digitization of the 
audit must be accelerated overall. Innovation and development are necessary 
not only for audit offices to continuously improve their performance and ensure 
audit effectiveness, but also for auditors to develop their own career paths and 
realize their values. Therefore, audit offices at all levels have vigorously carried 
out systematic activities, including education and training, theoretical research, 
practical mentor systems, and so forth. For instance, the CNAO has set up the 
CNAO Continuing Education School for Auditors to promote audit case studies, 
build computer simulation laboratories, and actively promote the establishment 
of a master’s degree in auditing at universities in order to promote the overall 
quality of auditors as well as audit operational capacity.
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 (7) Focus on Unity and Cooperation 

 Covering a wide range of industries, auditing has high professional require-
ments and detailed business divisions. Hence, only by cooperation and 
teamwork can auditors complete projects. Given the demands for enhanced 
objectivity, audit quality control, and honest administration, audits are gener-
ally carried out by many people with multiple controls under relevant rules and 
standards. In audit practice, fi eld audits are carried out by audit teams as the 
basic unit, which undergo a number of double‐checks and assurance reviews. 
The audit report has to be checked at the auditing business meeting and audit 
subject matters reviewed at three levels. By implementing these provisions and 
practices, auditors can fully embrace team spirit. At present, fi eld auditing is 
still the main way of carrying out audits. In most cases, auditors need to stay 
away from the audit offi ces for extended periods and travel frequently. Working 
on the same team, individual auditors need to have a strong sense of teamwork, 
respect collectivism, and focus on unity and cooperation. 

 The inherent relationship between core values of auditors and characteristics 
of the audit culture is rather close. For example, responsibility and loyalty provide 
the backing for “preserving the order, rights, and interests,” “remaining rigor-
ous and cautious,” and “encouraging innovation and development”; legality is 
the basis of “advocating rationality and evidence” and “following standards and 
procedures”; integrity and independence are the direct embodiment of “observ-
ing independence and objectivity” and “following standards and procedures” 
and the inherent requirement for “remaining rigorous and cautious”; devotion 

    CASE 9.1: STRIVE TO BE “MASTERS IN 
FOUR ASPECTS”  

 To strengthen the building of audit professional teams, the CNAO has 
implemented a training project for leading auditors and key auditors. 

In November 2007, Jiayi Liu, auditor general of China, fi rst explicitly pro-
posed the strategic objective of training “Masters in Four Aspects.” 

 This refers to being masters in problem checking, analysis and 
research, computer application, and internal management. 

 The project of training “Masters in Four Aspects” is a major initiative 
begun by the CNAO to promote personnel development and capacity 
building, which has greatly stimulated the enthusiasm of auditors and 
improved their learning ability, creativity, and work style. 
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is the sublimation and destination of “observing independence and objectivity” 
and “encouraging innovation and development”; and so on.    

 IV. AUDIT CULTURAL DEVELOPMENT 

 Strengthening audit cultural development is an important foundation for 
advancing the audit cause. At present, it has become one of the essential activi-
ties in audit offi ces. It includes the following aspects.  

 (1) Follow the Basic Principles of Audit Cultural 
Development 

Be guided by core socialist values.  The core socialist values represent the 
essence of socialist ideology. As part of the socialist cause, Chinese auditing 
should always be guided by core socialist values and adhere to the theoretical 
system of socialism with Chinese characteristics. Thus, all auditors, indeed 
all civil servants, must master the Marxist viewpoint and methodology. The 
construction of the core socialist value system should be carried out during 
team building and the entire process of auditing, so as to help auditors carry for-
ward the core values, enhance their professional qualities, standardize audit-
ing behavior, shape a good image, cultivate noble sentiments, and consolidate 
common ideological foundations. 

Serve the overall development of the audit cause.  The construction of 
socialist culture should serve economic and social development. Likewise, audit 
cultural development should serve the overall development of the audit cause. 
In the current situation, audit cultural development should aim at channeling 
auditors’ career ambition and promoting scientifi c development of the audit 
cause, and tightly combine audit cultural development with audit practice so as 
to fi rmly establish scientifi c auditing, improve the overall capacity of the audit 
team, and give full play to the audit function. Audit offi ces and individual audi-
tors should enrich the connotations of audit culture so as to constantly expand 
the ways and available space for audit culture. Auditors should strengthen 
their professional convictions, stick to professional ethics, carry forward the 
core values, improve their professional capacities, and standardize professional 
behavior so as to continuously promote the image of the profession. 

  Advocate inheritance and innovation.  Cultural development is closely 
related to historical inheritance and continuity. The Chinese nation has long been 
known as a country of ceremonies (rites). Many aspects of audit culture originate 
from traditional Chinese culture. The connotations of the  traditional culture have 
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all kinds of linkages with the auditors’ core values, such as responsibility, loyalty, 
integrity, and devotion. Understanding the traditional culture from which the 
audit culture originates can help auditors comprehend the connotations and 
historical development of the audit culture more clearly, which has important 
theoretical and practical significance. Audit cultural development should also be 
carried out in association with the economic, social, and cultural characteristics 
in various regions. Therefore, during audit cultural development, audit offices 
and individual auditors should adhere to inheritance and innovation, absorb 
anything and everything, vigorously carry forward the excellent traditional cul-
ture of the Chinese nation, learn from the useful experience of various sectors at 
home and abroad, and keep pace with economic and social development. With 
absorption and development during the process of inheritance and learning, 
auditors should continuously innovate in their work and associated mechanisms, 
personally develop effective audit cultural activities with rich content and diverse 
forms, actively summarize and disseminate good methods and experiences dur-
ing audit cultural development, and constantly improve its quality.

Put people first and emphasize the central role of auditors. People 
are the most important and positive factor for cultural construction. Audit 
cultural development requires every auditor to analyze and study the cultural 
accumulation in China’s audit development history, forge close links to audit 
practices, and grasp the basic rules, methods, and approaches of audit cultural 
development. Audit cultural development should fully mobilize various human 
factors to enable auditors to carry out their work in a good mental state so 
as to standardize auditing behavior and enhance audit capabilities. Auditors’ 
comprehensive growth needs should be taken as the basis, to put auditors first 
and put them in the central role. It is the starting point and focus to care about 
people, love people, understand people, respect people, cultivate people, help 
people, and fulfill people. Together with a good working environment and cul-
tural atmosphere, there should be full respect and accommodation of auditors’ 
needs for self‐development, participation, and individual accomplishment so as 
to mobilize their initiative and unleash their potential. Audit culture can ensure 
that all auditors get educated in a good cultural atmosphere and embrace cor-
rect values, which can effectively improve the audit team’s cohesion, creativity, 
and execution and promote scientific development of the audit cause.

(2) Grasp the Core of Audit Cultural Development

The core values of auditors—namely, responsibility, loyalty, integrity, legal-
ity, independence, and devotion—the heart and soul of audit culture, reflect 
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the excellent Chinese traditional culture, distinctive spirit of the times, and 
behavioral characteristics of government auditing, which have been widely 
recognized by all sectors of society. At the present stage, the core of audit cul-
tural development is to vigorously carry forward and cultivate auditors’ core 
values.

Establishing and promoting responsibility, loyalty, integrity, legality, 
independence, and devotion, the core values of auditors, should be combined 
with audit practice. We should further strengthen the study of the core values, 
expound scientific connotations, significance, and practical requirements, and 
incorporate them into the training programs to enable all auditors to keep the 
core values in mind and put them into practice.

Establishing and promoting responsibility, loyalty, integrity, legality, inde-
pendence, and devotion should achieve harmony and unity of morality and 
legality. To keep the core values in mind means auditors take them to heart 
as universal values and rules. Therefore, auditors must firmly grasp the moral 
spirit and the spirit of legality to establish concepts combining morals and legal-
ity. On the one hand, we should conscientiously implement the policy of ruling 
the country by virtue, vigorously strengthen socialist ideals and beliefs, audit 
professional ethics, social ethics, and family virtues, so as to cultivate people 
with advanced morals, enable auditors to enrich the ideological connotation, 
and improve the ideological and moral realm; on the other hand, we should 
conscientiously implement the rule of law, further improve codes of conduct, 
such as legality and honesty under the socialist market economy, enhance 
publicity and education to enhance legal, democratic, and civic awareness, arm 
auditors with advanced legal concepts, and guide their operations and overall 
behavior. In short, virtue and law should be closely combined to comprehen-
sively promote audit culture.

(3) Further the Contents of Audit Cultural Development

To strengthen audit cultural development, its contents must be further 
enhanced. We should adopt flexible and diverse forms and practical measures 
to mobilize all available positive factors, and constantly enhance the penetra-
tion and influence of audit culture.

Strengthen ideological and moral construction. The ideological and 
moral construction of auditors is the primary task of audit culture. We should 
vigorously promote the construction of a core socialist value system, focus 
on the establishment and practice of the socialist concept of honor and dis-
grace, conduct various education activities about patriotism, collectivism, and 
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socialism, carry forward the national spirit, traditional morality, and spirit of 
the times, and improve the political and ideological quality of the audit team. We 
should firmly establish the scientific outlook on auditing and constantly deepen 
understanding of the laws of audit development. All auditors need to fully under-
stand the nature, fundamental objectives, primary tasks, and basic policies of 
government auditing and strengthen their sense of political responsibility and 
historical mission. We should further improve the professional ethics system and 
carry out related education and promotion to strengthen the implementation of 
professional ethics as genuine guidance for auditing. Taking the core values of 
auditors—namely, responsibility, loyalty, integrity, legality, independence and 
devotion—as the guide, we need to firmly strengthen beliefs, respect the law, 
adhere to principles, work hard, be selfless, practical, innovative, and uphold the 
professional ethical qualities of probity and civilization. In this way, auditors can 
be law‐abiding, upright, frank, objective, impartial, and diligent, keep secrets, 
and constantly improve their ideological and moral standards.

Reinforce audit professional ability. Auditors’ professional ability is the 
key factor to perform supervision through auditing according to the law and 
promote scientific development of the audit cause. Moreover, it plays an impor-
tant role in the development of audit culture. We should further strengthen the 
construction of a learning organization, urge auditors to never stop seeking 
new knowledge, establish a long‐term learning mechanism, actively create 
a strong learning atmosphere, and educate and guide auditors to establish 
scientific audit concepts, fulfill their duties, and continuously improve their 
professional abilities. We should further strengthen the professionalization of 
auditors, establish a training system for auditors’ vocational education, and 
give priority to practical exercises. We must pay attention to improving the 
abilities of thinking and judgment, study and practice, abiding by the law, 
scientific management, and innovation, to create a professional audit team 
that can adapt to the requirements of the times. The auditors’ team‐building 
mechanism, which embraces characteristics of auditing and can guarantee 
the sustainable development of the audit team, should be promoted to create 
an environment where excellent auditors stand out, grow, and maximize their 
abilities. We should pay special attention to the construction of audit leader-
ship, audit professionals, and audit management experts, build a high‐quality 
team of leading auditors and key auditors, and actively cultivate a group of 
masters in problem checking, analysis and research, computer application, 
and internal management. By building a strong professional audit team, we 
can ensure the role of auditing as an “immune system” and a “guardian” of 
public finance, providing intellectual and personnel support for the promotion 
and improvement of national governance.
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Boost the audit work style and anticorruption campaign.  Strengthen-
ing discipline and work style and carrying out an intensive anticorruption drive 
is of great importance in audit cultural development. We should conscientiously 
implement the work style requirements of being realistic and pragmatic, seeking 
high standards, developing and innovating unceasingly, implementing the audit 
under strict management, and always being rigorous and cautious, ensure that 
the spirit of dedication and pragmatic devotion can be refl ected in every piece of 
work, and actively create a good working atmosphere with devotion, due dili-
gence, and excellence. We should get rid of “Yong Lan San” (mediocrity, laziness, 
and desultoriness) and “Jiao Jiao Mu” (delicacy, pretension, and the lack of energy). 
We should manage disciplines strictly, remedy bad ethos, sharpen the will, and 
boost the spirit. We should uphold the correct view of achievements and interests. 
By learning from the people and the things happening around us, we can create 
a good atmosphere where the main emphasis is on contribution and results. We 
should further strengthen anticorruption education, which should run through 
the whole process of auditors’ training, management, and utilization. Further-
more, we should extensively carry out anticorruption education at both formal 
and informal levels (an example of the latter being to enlist family help), to effec-
tively help auditors to resist corruption. We should strictly abide by the audit dis-
ciplines and self‐discipline regulations with the “Eight Restrictions” for auditing 
as the core. We must establish sound and effective supervision and restriction 
mechanisms, and strengthen daily supervision and inspection of audit projects. 
We have to further strengthen the prevention of integrity risks and pay attention 
to the effectiveness of the construction of an honest and clean audit offi ce.    

    TERMINOLOGY: “YONG LAN SAN” AND 
“JIAO JIAO MU”  

 Yong Lan San” and “Jiao Jiao Mu”: in English, “Yong” refers to medi-
ocrity and inaction; “Lan” refers to laziness without diligence; “San” 

refers to no restriction and desultoriness; “Jiao” (the fi rst one) refers to 
delicacy and weak will; “Jiao” (the second one) refers to pretension and 
arrogance; and “Mu” refers to lack of energy and gloom.  ◾

“

Thoroughly carry out audit culture building activities.  Audit culture 
building is an important part of audit cultural development. Combined with 
the actual audit, it should be promoted with the audit team as the unit, which 
shall include colorful and healthy cultural activities in sports,  entertainment, 
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training, seminars, essay writing, speech, calligraphy, and painting, so as to 
further improve the audit team’s solidarity and cohesion. We should encour-
age auditors to actively participate in various cultural activities in their spare 
time and create conditions for them to do so. Through these activities, they can 
enhance their ideological and cultural literacy, strive to cultivate an excellent 
lifestyle with healthy life interests, and remain vibrant and enthusiastic. We 
should promote audit literary creation, strengthen communication with cul-
ture circles, and vigorously promote the construction of audit fine arts, so as to 
create various outstanding audit literary works with distinctive themes, pro-
found meaning, new forms, and strong appeal, such as poems, essays, novels, 
movies, and TV series reflecting the work, study, and true feelings of the audi-
tors in life, and to form a mainstream that shapes people with noble spirits and 
inspiration to vigorously carry forward the audit culture.

Strive to improve the audit image. The audit image is the external mani-
festation of audit culture. It can be best promoted by improving audit culture, 
especially by strengthening the audit work style. Therefore, great attention 
should be paid to the formation of a good cultural atmosphere inside audit insti-
tutions—for example, making use of historical data related to the audit, to reflect 
audit achievements, the vigor of auditors, results and experiences of audit cul-
tural development, and its profound connotations. This can be done by the intro-
duction of publicity columns, preparation of special programs, establishment of 
an audit honors room, composition of audit logs, and so forth, so as to stimulate 
auditors’ sense of vocational mission, honor, and belonging. Auditors should 
adhere to legality as well as civility, strictly regulate their audit behavior, uphold 
principles, and speak the truth. We should strive to objectively and impartially 
handle problems in accordance with laws and procedures and give priority to 
quality. We must convince people with principles and facts, treat people equally, 
speak kindly, never talk big, and always behave in a civilized manner. Be modest 
and prudent, pay attention to public opinion expressed on the Internet, respect 
and listen carefully to opinions and suggestions from all social circles, including 
the audited entities, so as to further establish and consolidate the trust basis of 
the audit, and establish and maintain an audit image of being impartial, honest, 
independent, objective, legal, professional, and reliable.

(4) Strengthen the Guidance and Build Mechanisms  
of Audit Cultural Development

Strengthen overall planning and guidance. Audit cultural development 
involves all aspects of the audit, so it must be carefully organized, led, and 



	 IV. Audit Cultural Development  ◾� 287

planned. Firstly, it must be well planned. This means including audit cultural 
development in the overall deployment of the audit, including audit develop-
ment plans and annual plans, so that audit cultural development and audit 
business are arranged, implemented, and checked at the same time. We must 
earnestly implement the accountability system to form a working pattern 
where the leadership guides and all auditors participate with clear responsi-
bilities. Secondly, we must strengthen the guidance of audit cultural develop-
ment and define goals, contents, priorities, and specific steps to avoid creating 
false “castles in the air” or “being in a state of disunity.” We have to effectively 
integrate audit cultural development into audit practice to achieve substantial 
results. Thirdly, we must fully combine audit cultural development with the 
progress of culture and ideals, political and ideological education, and daily 
cultural and sports activities.

Improve mechanisms and institutions. Audit cultural development 
requires a strong mechanism and system as its guarantee. Therefore, audit 
offices should make clear the competent organ for audit cultural development 
and its functions, implement relevant responsibilities, powers, and benefits, 
prepare a plan of audit cultural development, and define the tasks and require-
ments clearly. Besides strengthening the internal management of audit offices, 
they should establish and improve the relevant working mechanisms related 
to audit cultural development and explore new contents, forms, and methods 
actively to ensure substantive content of the work; audit offices should estab-
lish efficient and smooth information and communication channels, establish 
and implement systems linking leading cadres and auditors, such as regular 
contacts and daily communication, grasp the auditors’ ideological trends in 
time, pay attention to humanistic care, help auditors solve the actual difficulties 
in their work and life, strengthen their psychological health and counseling, 
and positively create harmonious and healthy interpersonal relationships and 
working atmosphere. Audit offices should establish effective systems of objec-
tive management, examination, evaluation, encouragement, restrictions, and 
so on, evaluate and examine the activities of the audit culture, examine the 
fulfillment of objectives, sum up experiences, and encourage further advances 
to ensure audit cultural development is effective and ongoing.

Strengthen team building in audit cultural development. Audit 
cultural development is consolidated by strengthening the team building of 
auditors, which comprises three aspects. First, fully mobilize auditors’ ini-
tiative and creativity in strengthening audit cultural development and form 
a macrosituation involving all auditors. Second, through strengthening the 
management of audit newspapers, press, colleges, universities, museums, and 
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other audit culture units, improve the qualities and abilities of auditors in 
these units constantly and make them an important force to spread the audit 
culture and carry forward the audit spirit. Third, exploit and make full use of 
the audit culture resources in the engaged systems, departments, and units 
and organize the staff that are well versed in audit culture and enthusiastic 
to promote the great cause.    
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