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Latvian Public Administration Reform Plan for 2020

* 10 directions

— Economy - — Efficiency —Effectivenass
{lesser investments) Ek=s (investmeants | I {smart investments)
according to outputs)
(| PEOPLE _ — Reduction and supervision — Rewvision of the — Results-oriented
i A, (ofthe public of the number of remuneration policy performance management
administration) employees Development
of the
o Competences
PROCESSES . Regular review of the — Centralisation of support [ work of task forces for required in
% {of the public budget expenditure functions and evaluation the implementation of future of the
St of the efficiency of small govemment's priofities public
institutions L
administration
employeas
-  PUBLIC w  Movement towands the - Increasing the value of . Strategic communication
ar, interosts zero bureaucracy public administration on govemnmment's priorities
SErvicas and reforms

(Source: Public Administration Reform Plan for 2020)
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Latvian Public Administration Reform Plan for 2020

1 Executive capacity m
8
* Some goals
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administration is fulfilling o - being improved and -
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a4 ‘ _____________
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Latvian Public Administration

* “..one of the goals of growth and improvement is to modernize public administration, namely to develop
open, transparent, responsible, digitally developed and efficient public administration, which, by applying
innovative methods of policy planning and regulation development and making smart, evidence-based
decisions, will move towards the achievement of the country's sustainable development goals, including

improving the lives of Latvians by providing appropriate, high-quality, accessible and efficient services.”

(Source: Latvian Public Administration Internal Audit System Development Strategy 2022-2026 - DRAFT)
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Internal Audit seen from scientific community

Systems-based Partnership
1990s to 2010s

* Focus: operational
* Aim: Improve
business controls

1960s to 1980s
e Focus: Compliance
* Aim: Detect

mistakes

Emerging in 2020s
* Focus: services

* Aim: Improve
organization

* 1980s to 1990s
* Focus: Systems
* Aim: Improve

internal controls

e 2010s to 2020s

e Focus: Integrated
* Aim: Improve
business units
Compliance Risk-based Value-based

The contemporary role of internal auditing is reflected in its definition, mission and
principles contained in the ‘International Professional Practices Framework’ (IPPF).
H. Schuh / Riga, October let, 2022 Sources (both): The Institute of Internal Auditors Australia, 2021 7
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Areas outside the entity = “not internal”

* Qutsourced agencies?
» State owned entities?
* Single audit concepts?

* Stakeholders
* Governing body

* Shareholders (civil society as client)

CLARIFY OPEN QUESTIONS

H. Schuh / Riga, October 215, 2022

White spots
= gaps, internal management areas
not seen as auditable or worth audit

CLOSE THE GAPS

. . Areas with the When?
What is manageable, is . :
auditable highest risks shall How often?
be audited Resources?
Y Audit Plan(s)

Red flags
= areas not accepted to be audited

SOLVE THE PROBLEM

10
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Audit universe
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Present environment
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Audit Universe (inside public entity)

* Management and Organisation: [mission, vision] strategy and structure;
- What does the organisation want?
* QOperations (production and finance): operational business
- What does the organisation actually do?
* Self reflexion: in principle 2" line role (ICS, RiskM, QualityM, ComplianceM, ...)
- How well does the organisation know itself?
* Changes and projects: targeted change, including investments, projects, (project)portfolio management,
organisational development, HR development, ...

- How well does the organisation implement changes?

H. Schuh / Riga, October 215, 2022 13
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Audit Universe (environment)

* External Environment: incoming and outgoing interactions
- What is the influence of external rules and actions to the organisation?

- How is the external environment served by organisation?
* Megatrends: important mid-term and long-term influencing factors

- How will megatrends affect the awareness and basic orientation of the organisation?

- How will the organisation contribute to initiate or support a further development of society?

H. Schuh / Riga, October 215, 2022 14
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Audit Universe (Advantages)

* It helps keeping in mind the following organisational aspects:

Internal functions of the organisation

- Context with the environment

- Nature of organisation (static / dynamic)

- Time (presence /short-, mid-, long-term forecast)

- Change (targeted / “by chance”)

Compliance (as is / as should)

Focus / “zoom function” (comprehensive / detail)

H. Schuh / Riga, October 215, 2022 15
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Balanced Scorecard of 1AS
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BSC perspectives in Austrian MoF

-

Value
Perspective

-

The IA activities lead to improvements.

o

/

Customer
Perspective

-

The IAunit takes care on its environment.

o

/

Internal business
Perspective

-

The IA processes are standardised and result-oriented.

o

/

Learning and Growth
Perspective

S

The IA Staff is prepared to do its work.

H. Schuh / Riga, October 21, 2022
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Learning and growth

Objectivity : to be objective at every audit
Audit competence : audit techniques, skills

Proficiency : to know the culture, the goals and the work of the entity very well,
to speak with the managers at eye level

Project management competence : (to be able to run project audits),
to run an audit as a team according to (basic) project rules.

(Dis-)Continuos change : to be aware of the evolutionary and revolutionary
steps of the own administration and its environment

H. Schuh / Riga, October 215, 2022 18
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Internal business (processes)

Audit activity : to run an audit from the very first steps to the audit report

Portfolio management : to handle the fulfilment of the annual plan, special missions included
Safeguard of covenants : to monitor and report the covenants

Quality assurance : to assess the quality of audits continuously, anually and every 4 to 5years.

Info exchange on future oriented topics: to stay in contact with the top managers (to receive strategic

decisions without delay, to participate at high ranking management meetings and at steering committees of
important projects)

H. Schuh / Riga, October 215, 2022 19
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Audit engagement : to fix the goals and non-goals clearly with the customer

Reporting : to report concise to the principal, the responsible top managers, the auditees and all the others
involved according to their needs

Confirmation for implementation : to keep the managers moving for high performing public services
Customer feedback : to react according the received feedback on the value added, the quality of work etc..

Marketing / information: to forward information about the high quality, the good performance, etc of the IAS
wherever appropriate

H. Schuh / Riga, October 215, 2022 20
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Risk coverage : to contribute to the risk awareness and risk orientation of the public entity
Implementation : to motivate managers to implement the recommendations and the covenants
Maturity of IA unit as PO : to improve teamwork and project oriented work

Careers : to introduce auditors as eligible experts and /or managers

Partnering : to support the administration in its evolution (by auditing selected future oriented issues or very
new processes / organisations)

H. Schuh / Riga, October 215, 2022 21
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Strategic objective: value added

The IAS creates vaue added for its entity.

Value "Partnering” on
. . Imple- Maturity of 1A
Perspective Risk cowverage : : Careers foreward
mentation unit as PO looking topics
Customer Confirmation
) Audit ! h Customer Marketing /
Perspective engagement Reporting implemantation feedback Information

Internal business
Perspective Audit activity

Info exchange on
future-orientated
topics

Portfolio- Safeguard of Quality
management agreements assurance

Audit Projekt (I?is-)
Objectivity competence Proficiency ?g;%%?;irg c(::r;]tlar:ll.é%us

H. Schuh / Riga, October 215, 2022

Learning & Growth
Perspective
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Strategic objective: organizational fit for future

REFORM/GA2020/028
Further development of internal control
system and internal audit in the public sector

The IAS cooperates with the management for the entity’s organizational fit for future.

Value

Perspective Risk coverage Implementation
Customer

Perspective AUEIR Reporting

engagement

Maturity of IA
unitas PO

Confirmation
for
implementation

Internal business

Perspective Audit activity m:;’a'gg';?;m
Learning & Growth .

. L Audit
Perspective Objectivity competence

H. Schuh / Riga, October 215, 2022

Safeguard of
agreements

Proficiency

"Partnering"
on foreward
looking topics

Marketing /
Information

Info exchange
on future-
orientated

(Dis-)
continuous
change
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Strategic objective: quality of IAD

Value
Perspective

Customer
Perspective

Internal business
Perspective

Learning & Growth
Perspective

ThelAS is well known for its quality of work.

. "Partnering” on
M"’:]tiltmty ?:TQIA Careers foreward
unit as looking topics

Risk coverage Implementation

Confirmation . ;
Reporting o Customer Marketing /

implementation feedback Information

Audit
engagement

Info exchange on
future-orientated
topics

Portfolio- Safeguard of
management agreements

~

Quality
assurance

Audit activity

Projekt
management
competence

(Dis")

Audit
competence

Objectivity Proficiency

continuous
change

.
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Strategic objective: quality of IAD

Value

Perspective Risk coverage

Implementation

ThelAS improves its maturity .

Maturity of IA
unitas PO

REFORM/GA2020/028

Further development of internal control

system and internal audit in the public sector

"Partnering” on

foreward

looking topics

Customer
Perspective

engagement

Confirmation

Reporting for

implementation

Marketing /

Information

Internal business

Perspective Audit activity

Portfolio-

management

Safeguard of
agreements

Learning & Growth
Perspective
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Audit A
competence roficiency

Info exchange on
future-orientated
topics

(Dis-)
continuous
change
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Result
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* The further development of the internal audit systems fits quite good the Latvian Public

Administration Reform

* The audit universe covers the management and performance of entities

* The strategy of Internal Audit Services is based on a Balanced Scorecard.
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QUESTIONS or COMMENTS ?

Thank you for your attention
and co-operation!

Dr Hannes Schuh
Federal Ministry of Finance, Austria
hannes.schuh@bmf.gv.at

This project is
funded by the EU

‘. The Institute of
Interncil Auditors

Latvia
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