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Performance audit constitutes an independent and objective examination 
or evaluation of the extent to which a programme or an activity of a 
public entity operates efficiently and effectively while complying with the 
principle of economy. The international auditing standards define the 
concept as “the audit of the economy, efficiency and effectiveness of the 
audited entity in using its resources to achieve its mission.” The 
Standards stipulate that performance auditing involves the assessment of 
the economy, efficiency and effectiveness as follows: audit of the economy 
of administrative activities; audit of the efficiency of utilization of human, 
financial and other resources; audit of the effectiveness of performance in 
relation to the achievement of the objectives. 
 To evaluate efficiency, the German approach considers the inputs, i.e. the 
resources, and the outputs, or results, and also the consequences of its 
assessment. Evaluations are conducted extensively; thus in the case of 
resources, payments and expenses are analyzed from the financial point 
of view, while outputs constitute the total revenue achieved in addition to 
the non-monetary benefits.  
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RESULTS AND DEBATES 

Germany has a long tradition in the field of external audit, which 
began almost 300 years ago, by the subsequent examination of documents 
produced for each payment, due to the fact that the King of Prussia 
suspected that his servants did not manage funds carefully. Since then there 
have been many changes regarding the role of the auditor, changes which 
have led to the development of auditing in general and in particular of 
performance auditing, by offering an important aid to the state, which in its 
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turn has required all entities to submit their documents to auditors, has fully 
taken over the expenses entailed and has introduced the control of the entire 
state system instead of random controls determined by immediate interests. 

In Germany, performance audit has gained prominence as an key 
analysis criterion, which is indispensable in all instances of decision-making 
by the public administration. The system of declaring all interest has thus 
emerged, imposing strict conditions on entities that conduct economic 
activities. 

According to the INTOSAI norms, performance audit constitutes an 
independent evaluation or examination of the extent to which project, 
programmes or state organisations function efficiently and effectively, while 
complying with the requirement of economy and achieving the goal of 
improving the activity. 

The factors used to analyse efficiency include: 
• the normative factor, which compares reality with the 

projected situation 
• the evaluative factor, which compares reality with the 

objectives set by the management 
• the factor of orientation in relation to the current state of 

activity, which identifies the errors in adopting and 
implementing administrative decisions and legislation. 

Given these conditions, in order to perform a performance audit the 
following stages must be covered: selecting the cases; planning; conducting 
the control; reporting; monitoring the impact. 

1. In Germany, the selection of cases is a top priority both for the 
public administration and the Federal Court of Auditors. The conducted 
study has revealed five key criteria underlying the first evaluation, namely: 

• the volume of funds used is considered; 
• the analysis of the impact of the audit in terms of the results 

and objectives of the entity; 
• the selection based on risks; 
• the selection based on the organisation’s medium and long 

term development strategy; 
• the selection based on events, such as suspicions, information 

provided by other state institutions, wide-ranging trends 
within and outside the area of research. 
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2. Planning the analysis 
In the case of performance audit, planning constitutes over 60% of 

the total time allotted to an audit engagement. 
Following a detailed analysis of the current situation, the plan is 

prepared and on its base the selective and quantifiable criteria are 
established. In this phase the optimal methods, techniques and procedures of 
analysing efficiency, including comparative analysis, are identified and 
approved. 

Of greatest importance is the decision to begin the action, which in 
Germany does not involve prescriptive terms but instead relies on relevant 
elements to achieve the objectives of a performance audit. 

3. Conducting the control 
This stage is limited to the collection of relevant data by researching 

the documentation in the samples under review. The style of analysis 
employed is practically based on dialogue, interviews, questionnaires 
involving persons outside the controlled body, data being stored using 
computer technology; in general all types of useful information is retained, a 
situation that requires appropriate know-how. 

4. Reporting 
At the Federal Court of Auditors the concrete results of a 

performance audit include chiefly observations, special or themed reports, 
reports to the budget commission of the Bundestag, the publication of the 
results of the analysis, public statements in the specialists committees.  

5. Impact 
After reporting, of major importance is the impact on the 

administration, which is required to ensure proper feedback on the extent of 
the adoption of proposals and recommendations that were made; the 
beneficiary of the audit will then conduct, through its own structures, a 
performance audit and will carry out its own analysis in view of the updated 
situation. 

To achieve all the objectives, it is necessary for the staff involved to 
employ clearly defined standards and methods of control, for quality 
management to be functional at all levels, and for the auditors to have high 
qualifications and professional expertise. 

An important feature of auditing is the evaluation of efficiency, 
which involves several approaches including classical methods of 
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calculating investment, multidimensional procedures and assessment 
procedures. 

The classical investment procedures are based on a one-dimensional 
criterion of the objective, the decision-making objective based on 
profitability and the method of assessing profitability. There is a probability 
that an assessed investment is more profitable than abandoning that 
investment or when such an investment proves to be better than the 
alternative investments. 

Cost comparison takes into account all the costs of the assessed 
actions, which are compared with other. The comparative cost assessment is 
based on the average levels throughout the implementation of the actions. 
To determine the cost, one uses the actual average levels resulting from the 
average of annual levels until the completion of the action or the costs and 
performances best assessed in the first year, which constitute the average 
levels. 

The capital value method calculates all current and future revenue 
and expenditure, throughout the duration of the investment since its 
beginning. It takes into account all annual earnings and expenses. By 
deducting interest, the time factor is also included in the decision-making 
process. Interest represents the time preference, which means that earnings 
and payments are evaluated as having a lower level in the present when they 
are further in the future. 

The capital value method is a simple calculation method, which 
takes into consideration the actual time of use of an investment item and the 
temporary structure of payments, achieving a complete prognosis of 
subsequent payments, showing that all the yields of the interest rate. It 
reflects the profitability of an action in relation to the interest rate and leads 
to the adoption of different decision in case of variation in the interest rate.  

The multifunctional procedures are based on a multidimensional 
system of objectives, the decision-making system based on profitability and 
the profitability assessment system. 

Profitability occurs when an investment that is being assessed 
exceeds expectations. 

The analysis of efficiency is a procedure for the selection of the 
optimal alternative. It is applied regardless of whether the objectives of a 
decision are of an economic or social nature. It ranks alternatives using a 
multidimensional system of objectives, depending on profitability. The 
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purpose of the analysis of efficiency is to provide decisional bases that 
should make decision making more transparent and increase objectivity. For 
this purpose, all the data are quantified, by assigning particular scores to 
individual criteria through comparison, the optimal action being the 
alternative which has the highest efficiency value. 

An efficiency analysis entails several stages: establishing the 
analysis criteria, comparing the analysis criteria, determining the partial 
benefits, reporting the level of efficiency and evaluating profitability. 

The analysis of the partial efficiency of each criterion is conducted 
based on stipulation that establishes how partial efficiency is deduced from 
an estimated output. 

After the extent of achievement of objectives has been determined, it 
is multiplied by the importance of the criteria. The total efficiency of the 
alternatives results from totalling all the partial benefits. The total value is a 
benchmark for the degree to which an alternative meets the objectives. 

An alternative is absolutely profitable when the level of efficiency is 
greater than the projected level. 

An alternative is relatively profitable when the level of efficiency is 
greater than that of another alternative. The result must be carefully 
analysed to ensure credibility, considering the various subjective influences. 

Sensitivity analyses are useful instruments for the analysis of the 
level of stability of the final result. 

 
CONCLUSIONS 

 
The analysis of efficiency includes a series of benefits such as: 

- it is a simple, feasible procedure, which does not involve a 
considerable calculation effort; 

- it decomposes complex decision-making problems into partial 
problems; 

- it involves the participation of several persons in the decision-
making process; 

- it highlights the subjective influences; 
- allows criteria to substitute each other; 
- systematises and synthesises the decision-making process; 
- provides results which can be clearly interpreted. 
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Moreover, the efficiency analysis is not a closed decision-making 
model, but an open decision-making framework that ensures the 
transparency and accessibility of the decision. 

This type of auditing helps the government in preparing economic 
policies, contributes to greater public responsibility, with certain limitations 
with respect objectives not related to the economy, since performance audit 
cannot examine the objectives themselves but their impact. 
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