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OfEH KRR |-0.068 | 194+ | -0.057 | 186+ |-0.088 -0.043| -0.041 -0.026/-0.022|-0.027|-0.010| -0.004 | 0.047 [ -ON13 | 128+ |-T71#+- 3354 164«

(. *p < 0.05, »p < 0.01)

Rk
N

k

7f A 10,056 |- 243 0,063 |-0.045( 0,077 | 0.029|-0.012 |-0.079| 0,036 { 0,09 |-138¢ | 0.009 | 0.004 |-0105 |-152%¢| 1
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Abstract

Impact of Standing Auditor and
Auditing Team of Public Institutions

on Organizational Performance

Kim, Sang Min
Master of Public Administration
The Graduate School of Public Administration

Seoul National University

While public institutions receive various financial and monopoly
guarantees from the government, there is little risk of bankruptcy, but
due to moral hazard such as excessive labor expenses, budget waste,
appointment of the executives by orders from above, etc., they have

been subject to criticism from the public .

This is because it is difficult for the public sector, in a strict sense
as a company without an owner, to establish a responsible
management system due to the multi-layered sub—agency between
the people, the government and the management. Accordingly,
OECD(2005), in order to ensure the accountability of the public
sector, proposed the internal and external governance guidelines for
the public corporations to replace the market surveillance functions of

private companies. The internal governance structure emphasized the
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CEQO, auditors and the board of directors, etc. And the external
governance structure emphasized management evaluation, management

disclosure, and external audit.

Among them, the function of the auditor is to act as a active partner of
organizational management from the supervisor and to develop as a
quasi—consultant to create the value of the organization from the
controller. This strengthens the internal control system of the
organization and at the same time contributes to achievement of

management goals and performance of the organization.

Therefore, this study empirically analyzed the influence of the
standing auditor(its diverse expertise and career background) and its
personnel, who constitutes an axis of the public institution
governance  structure, on organizational performance(such as
management performance evaluation by the Ministry of Strategy and
Finance(MOSF), internal audit evaluation by the Board of Audit and
Inspection(BAI), anti—corruption assessment by the Anti-Corruption &
Civil Rights Commission(ACRC), and financial performance.). The
research subjects were data from 2010 to 2015 in 56 public
institutions(25 public corporations, 31 quasi-government agencies) that
are audited by the Board of Audit and Inspection(BAI) according to
the "Act on Public Sector Audit’.

First, I hypothesized that organizational outcomes would be high
according to the expertise of the standing auditor(auditing expertise,
institutional expertise and financial expertise). Unlike what we
expected, 'auditing expertise’ and ’'institutional expertise’ don’t have
any significant effect on various management evaluations of
government departments and financial performance. On the other hand,
if the standing auditor has 'financial expertise’, almost all the

evaluations of the government departments and financial performance
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have shown good results on average. In particular, in the ’'Customer
Satisfaction Evaluation, Standing Audit Evaluation, Professionalism and
Ethical Evaluation’ of the MOSF and 'Internal Audit Evaluation’ of the

BAI, statistically significant positive effects were found.

Second, I hypothesized that the organizational performance will be higher
than that of the other auditors when the standing auditors are from the
bureaucrats. As a result of empirical analyzing, the standing auditors from
the bureaucracy has a higher average score in terms of almost all
government  evaluations(MOSF, BAI and ACRC) and financial
performance(ROA) than those with other employment background. In the
results with statistical significance, the auditors from bureaucrats showed
only lower level than the auditors from public institutions in the 'Internal
Audit Evaluation of the BAI'. In 15 other government evaluations and the
ROA, standing auditors from bureaucrats were statistically significantly

higher in organization performance than other auditors.

In more detail, the results of the bureaucratic auditors were better in all

areas of organizational performance than those of politicians. In particular,
the results of 'the Responsibility Management evaluation of the MOSFEF’
showed statistically significant results. Similarly, the bureaucratic auditors
have better scores on the average in the evaluation results of all sectors
than auditors from private companies. In particular, the 'MOSFE's
Standing Audit Evaluation, Professionalism and Ethical Evaluation and
Internal Control Assessment’ and the 'ACRC’s Anti-Corruption Measures
Evaluation’ showed statistically significant results. And average scores of
the bureaucrats’ audits was high in most cases for those of military
auditors, but not in all the evaluations. In particular, the score of the
'Responsibility Management evaluation by the MOSF’ and the "ACRC’s
Anti-Corruption Measures Evaluation’ were statistically significantly
higher.
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Third, I hypothesized that the longer the duration of standing
auditors, the greater the positive effect on organizational performance.
In the result of this analysis, significant results were obtained only
when the dependent variable was the ’‘Agency Management
Evaluation of the MOSF’, and all others were rejected. However,
since statistically significant results show negative(-) rather than
positive(-) effects, this hypothesis was rejected. This seems to be
attributed to the fact that the term of standing auditor is as short as
two years, and the concentration of work i1s declining in the second
half of the term due to the environment where there is almost no

succession.

Fourth, I hypothesized that the more ages of standing audits will
have a positive effect on the organizational performance. The result
of the analysis shows that significant results were obtained only
when the dependent variable is the 'Standing Audit Evaluation of
MOSF’ and all the others are rejected. Like the duration of standing
auditors, since statistically significant results show negative(-) rather

than positive(—) effects, this hypothesis was also rejected.

Fifth, I hypothesized that the greater number of employees in the
Audit Team will have a positive effect on the organizational
performance. The result of the analysis shows that significant results
were obtained only when the dependent variable is the 'Agency
Management Evaluation and Responsibility Management evaluation of
the MOSF’ and all the others are rejected. Especially noteworthy is
that the 'Internal Audit Evaluation of the BAI’ and the 'Integrity
evaluation of the ACRC’ showed statistically significant negative

results.

Sixth, I hypothesized that the higher the percentage of staff in the

Audit Team relative to the total staff, the more positive the results
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of organizational performance. The result shows that the higher the
percentage, the higher the score in all the evaluations of the MOSEF,
BAI and ACRC. In particular, when the dependency variables were the
'Standing Audit Evaluation by the MOSEFEF’, the ’'Internal Audit
Evaluation by the BAI' and the ’Anti—corruption Measures and
Integrity Evaluation by the ACRC’, statistically significant results were

obtained.

Seventh, the results of analyzing the effects of the above-mentioned
independent variables on the financial variablest(ROA and ROE) are only
adopted when the dependent variable is 'ROA’, and all cases were
dismissed when 'ROE’. When the public enterprise auditors are from
bureaucrats, the ROA is statistically significantly higher than when they

are from politicians or private firms .

As a summary of the above results, the 'ratio of auditors relative to the
total staff’ and ’standing auditors’ financial expertise and career
background’ had a significant influence on the organizational performance
of public institutions, while the 'number of staff of Audit Team’' and
'standing auditors’ auditing and institutional expertise’ had little effect on

organizational performance, unlike what we expected.

The policy mmplications obtained through the above empirical analysis are

as follows.

First of all, ’financial expertise’ was identified as a necessary
competence for the standing auditor. Through this, the "Act on Public
Institutions Management’, which sets candidates recommendation
criteria for standing audits, need to be amended to specify the
qualifications for financial expertise, so that we can appoint the right

person.

In addition, the organizational performance of standing auditors from

bureaucrats was higher than that of other auditors. Instead of
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applying the "bureaucrat mafia” logic unconditionally, it is better to
utilize the administrative experience and competency of the
bureaucrats that have been accumulated over a long period of time
through public office service by supplementing complementary

systems such as thorough morality verification, etc.

Finally, it is necessary to raise the percentage of auditing personnel
in the public institutions, which is currently recommended by the
BAI at 0.8%, as a result of confirming that public institutions with
high audit personnel rate achieve high performance in a large number

of government evaluations.

keywords : Public Institutions, Standing Auditor, Organizational
Performance, Expertise, Type of Career Background,
Management Evaluation

Student Number : 2014-23673
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