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CHAPTER 1: INTRODUCTION
1.1. The rationale for the study
In the context of public governance reform and the modernization of public financial management, the need to enhance the efficiency of budget utilization and accountability has become increasingly pressing, requiring audit to shift their focus from compliance checking to performance evaluation. Performance auditing emerged in the late 1960s in many developed countries such as the United States, Canada, Sweden, and Germany, closely associated with the requirement to assess “value for money” in budget use. In Vietnam, alongside the decentralization process, local budgets have assumed an increasingly important role in socio-economic development, however, performance audits of local budget utilization are still mainly conducted in an integrated manner, rather than being systematically implemented, and remain lacking in specialized audit scope, evaluation criteria based on the 3E framework, and appropriate audit methodologies. In the context where the State Audit Office’s Development Strategy to 2030 identifies the strengthening of performance auditing as a key strategic orientation, conducting research on the topic “Performance Audit of Local Budget Utilization Conducted by the State Audit Office of Vietnam” is necessary and holds both theoretical and practical significance.
1.2. Overview of previous study related to the research topic
1.2.1. Studies on performance audit of local budget utilization
1.2.1.1. Studies on the scope of performance audit related to local budgets
However, both domestic and international studies have generally not delved deeply into the specific characteristics of performance audits of local budget utilization. Few studies have developed a comprehensive framework for the scope of such audits, with most research approaching the topic at a general level of public finance and asset management. As a result, the practical applicability of these studies to the performance audit of local budgets remains limited.

1.2.1.2. Studies on performance audit criteria related to local budgets
Overall, both domestic and international research has contributed to developing the theoretical and practical foundations for establishing performance audit criteria concerning local budget utilization. International studies provide valuable experience with the 3E model and public financial management, while domestic studies (by scholars such as Vu Duy Bac, Le Duc Tho, Pham Thi Minh Chau, and Ngo Van Quy) reflect the specific context of Vietnam, which collectively form a foundation for improving a set of performance audit criteria tailored to Vietnam’s practical conditions in auditing local budget utilization.
1.2.1.3. Studies on audit methodology related to local budgets
Both domestic and international research has also contributed to refining the methodology of performance auditing for local budget utilization, in response to the requirements of public financial management reform and the need to strengthen transparency and efficiency in budget utilization.
1.2.2. Studies on factors affecting performance audits related to local budget utilization
Over the past decades, both domestic and international studies have affirmed that the effectiveness of performance audits of local budget utilization is influenced by a combination of various groups of factors. These studies have analyzed the mechanisms of influence and the interrelationships among the factors, thereby forming theoretical frameworks and assessment models suitable for the characteristics of the public sector.

1.2.3. Research gap
Although domestic and international research has contributed to establishing the theoretical and methodological foundation for performance auditing, several limitations remain. Most international studies focus on the public sector in general, without clarifying the specific characteristics of local budgets in the context of fiscal decentralization and public financial management reform. In Vietnam, most studies remain descriptive and lack a systematic approach. They fail to establish connections among audit scope, criteria, and methodology, and have not yet incorporated the trend of digital transformation in performance auditing of local budget utilization.

In terms of audit scope, no research has yet developed a comprehensive theoretical framework for the performance audit of local budget utilization- particularly regarding the two major expenditure categories: recurrent expenditures and development investment expenditures. Regarding audit criteria, while the 3E framework (economy, efficiency, and effectiveness) has been widely recognized, there is still a lack of standardized and quantifiable criteria systems adapted to the specific characteristics of local budgets. As for audit methodology, existing research mainly remains at the conceptual framework level, without integrating results-oriented, system-oriented, and problem-oriented auditing approaches.

Based on these limitations, three key research gaps can be identified: (i) the lack of specific performance audit scope for local budget utilization; (ii) the absence of a comprehensive and quantifiable 3E-oriented criteria system; and (iii) fragmented audit methodologies, which mainly rely on general audit methods and have not been customized for performance auditing. Accordingly, the thesis is oriented toward: (1) improving the system of performance audit criteria for local budget utilization; (2) enhancing audit scope, focusing on the material expenditures; and (3) innovating audit methodologies to strengthen transparency, efficiency, and risk detection capacity in local budget utilization.

1.3. Research objectives and questions
1.3.1. Research objectives
1.3.1.1. General research objectives
Based on the identified research gaps in audit scope, audit criteria, and audit methodology for performance audits of local budget utilization, the thesis aims to develop a theoretical framework, systematically assess the current practice, and propose solutions to improve performance audits of local budget utilization conducted by the State Audit Office of Vietnam, thereby enhancing efficiency, transparency, and accountability in the management and use of local budgets.

1.3.1.2. Specific research objectives

To directly address the identified research gaps, the thesis pursues the following specific objectives:

To refine the theoretical foundation and the system of performance audit criteria for local budget utilization by developing a comprehensive, standardized, and quantifiable set of criteria based on the 3E framework, serving as a basis for evaluating the effectiveness of local budget utilization.

To analyze and assess the current audit scope and the factors influencing performance audits of local budget utilization conducted by the State Audit Office of Vietnam, with a focus on key budget expenditure items, thereby providing a basis for proposing recommendations and conditions for improving performance audits of local budget utilization.

To propose solutions for innovating the methodology of performance audits of local budget utilization by developing audit approaches tailored to the specific characteristics of performance auditing, with the aim of enhancing transparency, efficiency, and risk detection capacity in local budget use.

1.3.2. Research questions
1.3.2.1. General research questions

Based on the identified gaps in audit scope, audit criteria, and audit methodology for performance audits of local budget utilization, the general research question of the thesis is: How are performance audits of local budget utilization conducted by the State Audit Office of Vietnam currently implemented, what limitations remain, and how should they be improved in order to enhance efficiency, transparency, and accountability in the use of local budgets?
1.3.2.2. Specific research questions

To address the above general research question and in line with the identified research gaps, the thesis focuses on the following four specific research questions:

1. What are the main theoretical foundations, audit scope, criteria, and methodologies of performance audits of local budget utilization, and which theoretical issues have not yet been adequately clarified in previous studies?

2. What is the current practice of performance audits of local budget utilization conducted by the State Audit Office of Vietnam, in terms of audit content, evaluation criteria, and audit methodology?

3. Which factors influence the effectiveness of performance audits of local budget utilization?

4. What solutions and recommendations should be applied to improve performance audits of local budget utilization conducted by the State Audit Office of Vietnam, in order to address the identified research gaps and practical limitations?

1.4. Research subjects and scope
Research subjects: The thesis focuses on the performance audit of local budget utilization conducted by the SAO. Specifically, it clarifies the audit scope, audit criteria, and audit methodology used to assess the economy, efficiency, and effectiveness of local budget utilization.

Research Scope:

Content: The study researches both the theoretical framework and current practice of performance audits of local budget utilization, focusing on expenditurs (recurrent expenditures and development investment expenditures), including evaluation criteria, audit methodology, and audit scope, while excluding the revenue side.
Spatial scope:  the thesis survey and analyse current practice in several provinces in Northern Vietnam, representing diverse economic regions that have been regularly audited by the SAO during the period 2018–2024.

Time scope: The study uses data derived from audit engagement from 2019–2024, corresponding to the budget 2019–2024.
1.5. Research methods
1.5.1. Qualitative research methods
The thesis primarily employs qualitative research methods, including document analysis, reality observation, and in-depth interviews with 20 experts from the SAO and local authorities, in order to assess the current practice of performance audits of local budget utilization during 2018–2024. This approach enables the identification of audit results, limitations, and causes in current audit practice. The qualitative findings reveal three major groups of influencing factors (auditor, the SAO and external factors) which form the basis for constructing a measurement scale of 12 variables and 51 indicators for the subsequent quantitative analysis.
1.5.2. Quatitative research methods
Based on qualitative findings, the thesis applies quantitative research methods to test the model and hypotheses regarding the relationships among factors influencing the effectiveness of performance audits of local budget utilization. Data were collected from 345 valid survey responses using a 5-point Likert scale and processed on SPSS 26.0 using Cronbach’s Alpha, EFA, Pearson correlation, and multiple linear regression to determine the magnitude of each factor’s impact on audit effectiveness.

1.6. Expected research outcomes
Building on the identified research gaps in audit scope, audit criteria, and audit methodology for performance audits of local budget utilization, and aiming to enhance efficiency, transparency, and accountability in the management and use of local budgets, the thesis provides new contributions with practical value for state audit activities in Vietnam.
First, the thesis provides a reliable body of empirical evidence on the performance audit of local budget utilization conducted by the State Audit Office of Vietnam during the period 2019–2024. Based on data collected from audit reports, professional working papers, surveys, and interviews conducted in multiple localities, the study systematically evaluates the current practice of performance auditing. The findings not only identify the positive results achieved but also clearly determine the main limitations and their underlying causes, particularly the lack of consistency in applying the 3E criteria, the overly broad and fragmented audit scope, and the predominant reliance on general audit techniques that do not fully reflect the nature of performance auditing.

Second, by addressing the gap in audit criteria, the thesis proposes and refines a set of performance audit criteria for local budget utilization based on the 3E framework, developed in a comprehensive and well-structured manner and linked to quantifiable indicators. This set of criteria helps clarify the assessment dimensions of economy, efficiency, and effectiveness in the use of local budgets, while enhancing transparency, comparability, and practical applicability in audit practice at the State Audit Office of Vietnam.

Third, to address the gap in audit scope, the thesis provides direction for improving the audit scope of performance audits of local budget utilization, with a focus on key budget expenditure items, particularly recurrent expenditures and development investment expenditures. This approach helps strengthen audit focus and prioritization, while enabling a more comprehensive assessment of the relationship between input resources, the process of budget use, and output results in local budget management.

Fourth, to address the gap in audit methodology, the thesis proposes solutions to innovate performance audit methods and tools, oriented toward developing audit approaches tailored to the specific characteristics of performance audits of local budget utilization. These solutions emphasize strengthening the application of information technology and data analytics, in combination with a risk-based audit approach, in order to enhance the ability to detect errors, deficiencies, and risks in local budget use, while increasing the added value of audit outcomes.

Fifth, the thesis develops and empirically tests a model of factors influencing the effectiveness of performance audits of local budget utilization in Vietnam, thereby quantifying the impact of each group of factors and providing an empirical basis for improving performance auditing in an evidence-based manner.

In addition, the thesis provides practical recommendations for improving the legal framework, strengthening coordination mechanisms between the State Audit Office of Vietnam and local budget management authorities, and enhancing auditors’ professional competence, professional ethics, and working conditions. These recommendations contribute to increasing the feasibility of applying performance auditing in practice, while gradually aligning with international practices and standards.

Overall, the new practical contributions of the thesis not only directly address the identified research gaps but also provide valuable scientific evidence for improving state audit activities and enhancing the effectiveness of public financial management, thereby promoting transparency, accountability, and the efficient use of local budgets in the new context.
CHAPTER 2: THEORETICAL FOUNDATIONS OF THE PERFORMANCE AUDIT OF LOCAL BUDGET UTILIZATION CONDUCTED BY THE STATE AUDIT OFFICE
2.1. Overview of local budget utilization
2.1.1. Concept, nature, and role of local budget utilization
According to Clause 13, Article 4 of the Law on State Budget (2015), the local budget is defined as “the portion of the state budget receipts decentralized to local authorities, the supplementary allocations from the central government budget to local budgets, and the expenditures under the spending responsibilities of local authorities.” Thus, the local budget is not only a collection of revenue and expenditure items prescribed by law, but also a key public financial instrument through which local governments perform their state management functions, provide public services, invest in infrastructure, ensure social welfare, and promote sustainable socio-economic development. From this definition, it is evident that the legal framework plays a crucial role in shaping the scope and methods of local budget utilization, while also providing the basis for analyzing its underlying nature.

2.1.2. Scope, principles and process of local budget utilization
· Scope of local budget utilization
· Principles of local budget utilization
· Process of local budget utilization
2.2. Theoretical foundations for the performance audit of local budget utilization
2.2.1. Concept, nature and role of the performance audit of local budget utilization
According to the Audit Standards of the SAO (SAOAS), No. 300 Fundamental principles of performance audit (SAO, 2020), the performance audit of local budget utilization is an independent, objective, and systematic process of examination and evaluation designed to determine the economy, efficiency, and effectiveness in the management, allocation, and utilization of public financial resources decentralized to local authorities from the central government budget. This activity focuses on specific topics, programs, projects, or policies to assess the extent to which objectives have been achieved, analyze the causes of deficiencies, and provide recommendations for improvement. In accordance with ISSAI 300 (INTOSAI, 2019) and the U.S. Government Accountability Office guidelines (GAO, 2021), performance auditing also includes the assessment of the economy, efficiency and effectiveness of public resources utilization, and the identification of causes of ineffectiveness to promote improvement in public financial management.

2.2.2. Objectives of the performance audit of local budget utilization
Performance auditing has become increasingly important in the public sector, particularly at the local government level, where most public funds are managed, allocated, and spent on essential programs, projects, and activities. In the context of growing demands for efficient public spending, budget transparency, and accountability, performance audits of local budget utilization play a crucial role in monitoring and enhancing the quality of public financial management.

Objective of Economy

Objective of Efficiency

Objective of Effectiveness

2.2.3. Performance audit criteria for local budget utilization based on 3E framework
According to INTOSAI guidelines: “Performance audit criteria are reasonable and attainable standards of performance against which economy, efficiency, and effectiveness can be assessed. They reflect eflect everything from what should be according to laws, regulations or objectives; and what is expected, according to sound principles and best practice; to what could be (given better conditions).” [17, p.287]

a. Economy
Economy refers to the use of resources at the lowest possible cost while achieving the expected results in terms of quality and quantity. The assessment of economy aims to determine whether the audited entity has used input resources (such as financial, human, and material) appropriately.

Indicator for measuring economy: 

* Actual Budgeted Cost

	Actual budgeted cost
	=
	Total actual cost
	x 100    (%)

	
	
	Total budgeted cost
	


* Cost SAOing Index

	Cost SAOing index
	=
	Budgeted cost – Actual cost
	x 100 (%)

	
	
	Total budgeted cost
	


* Input Cost per Ouput Unit
	Input cost per output unit
	=
	Total input cost
	

	
	
	Total output unit
	


b. Efficiency
Efficiency measures the extent to which outputs are maximized from a given level of inputs, or desired results are achieved with minimum resource consumption. Auditors focus on assessing the efficiency of using public financial, human, and material resources.
Indicators for measuring efficiency:
* Ouput/ Input Ratio

	Output/Input ration
	=
	Total outputs achieved

	
	
	Total input used


* Cost per Ouput unit
	Cost per output unit
	=
	Total cost

	
	
	Total output units


* Time Completion Rate

	Time completion rate
	=
	Number of projects completed on schedule
	x 100 (%)

	
	
	Total number of projects
	


c. Effectiveness
Effectiveness measures the extent to which the established objectives have been successfully achieved, particularly in the medium and long term. The assessment of effectiveness focuses not only on outputs but also on the actual impacts on the community and society.

Indicators for measuring effectiveness

* Goal Achievement rate

	Goal achievement rate
	=
	Number of objectives achieved
	x 100 (%)

	
	
	Total number of objectives
	


 * Compliance Rate
	Compliance rate
	=
	Number of programs/projects fully complying with regulations
	x 100 (%)



	
	
	Total number of programs/projects
	


* Citizen satisfaction Rate

2.3. Audit scope of the performance audit of local budget utilization
The performance audit of local budget utilization is an essential instrument for assessing the level of legal compliance, transparency, efficiency, and effectiveness in public budget management. According to ISSAI 3000 Standard for Performance Auditing, performance audits of local budget utilization should be conducted in two main categories: audits of recurrent expenditures and audits of development investment expenditures.

2.3.1. Audit scope of performance audits of recurrent expenditures
Recurrent expenditures are those intended to ensure state administrative operations, the provision of public services, and the maintenance of the governmental apparatus. The performance audit of recurrent expenditure utilization aims to assess the following aspects:

Economy in managing recurrent expenditures: In accordance with ISSAI 3000 Performance Auditing, economy refers to using resources at the lowest possible cost while maintaining the required quality, quantity, and objectives. 

Efficiency in managing recurrent expenditures: According to the US GAO’s Government Auditing Standards (Yellow Book), efficiency is assessed based on how well resources are optimized in implementing management activities, ensuring that costs are relevant to the results achieved.

Effectiveness in managing recurrent expenditures:

According to the Public Expenditure and Financial Accountability (PEFA) Framework, effectiveness evaluates the extent to which intended objectives are achieved through the use of budget.

2.3.2. Audit scope of performance audits of development investment expenditures
Development investment expenditures are large-scale spending items directly related to public investment projects, infrastructure construction, and socio-economic development at the local level. The performance audit of development investment expenditures plays a crucial role in evaluating the effectiveness of state budget utilization, especially in projects involving significant capital investment. The audit scope covers three key aspects:

* Economy in managing development investment expenditures

* Efficiency in managing development investment expenditures

* Effectiveness in managing development investment expenditures

2.4. Performance audit methodology for local budget utilization
The performance audit methodology comprises audit techniques and procedures used to obtain sufficient and appropriate audit evidence to achieve audit objectives. These methods not only guide auditors in determining the audit scope but also assist in formulating audit criteria, implementation procedures, and approaches for evaluating audit results. According to international standards such as ISSAI 3000 Performance Auditing Standard and the GAO Government Auditing Standards (Yellow Book), three principal methods are commonly applied in performance audits of local budget utilization:

2.4.1. Result-oriented audit method
The results-oriented audit method focuses on assessing whether programs, projects, or activities have achieved their stated objectives. According to ISSAI 3000 and ISSAI 3100 Guidelines on Performance Auditing, this approach is particularly suitable for programs with clearly defined goals, measurable outputs, and pre-established evaluation criteria.

2.4.2. System-oriented audit method
The system-based audit method is designed to evaluate the effectiveness of management systems in controlling risks and ensuring economy, efficiency, and effectiveness in the management of public budgets. In accordance with ISSAI 3000 and the Public Expenditure and Financial Accountability (PEFA) Framework, this method helps auditors assess management mechanisms, internal control systems, and decision-making processes related to budget.
2.4.3. Problem-oriented audit method
The problem-based audit method concentrates on identifying the causes and proposing solutions for problems, weaknesses, or deficiencies in budget management. According to ISSAI 3100 and INTOSAI’s Performance Audit Guidelines, this method is particularly useful when preliminary evidence or indications suggest that budget may be used inefficiently, wasted, or exposed to risks of financial mismanagement.

2.5 Factors influencing the performance audit of local budget utilization conducted by the SAO
Building on prior domestic and international research, this thesis is grounded in five foundational theories reflecting three levels of influence: (i) the individual level - the auditor, (ii) the organizational level - The State Audit Office, and (iii) the institutional level - the legal and local environment. These five theories include the Human Capital theory (Becker, 1964), Agency theory (Jensen & Meckling, 1976), Institutional theory (Meyer & Rowan, 1977), New Public Management (NPM) Theory (Hood, 1991; Pollitt & Bouckaert, 2011), and Public Value Theory (Moore, 1995). Integrating these theories helps explain the mechanisms underlying the operation of performance audits of local budget utilization and clarifies how individual, organizational, and institutional factors interact to shape the effectiveness of performance auditing in Vietnam’s current public financial management context.

On this basis, these theories serve both as an explanatory framework and as a guide for variable selection, scale development, and the design of the research model for evaluating audit effectiveness based on the 3E criteria (economy, efficiency, and effectiveness) within Vietnam’s public financial management context.

2.5.1. Human Capital Theory
2.5.2. Agency Theory

2.5.3. Institutional Theory

2.5.4. New Public Management theory

2.5.5. Public Value Theory

2.5.6. Overview of the application of the five theories to the thesis research model

2.6. Factors influencing the performance audit of local budget utilization conducted by the State Audit Office of Vietnam
2.6.1. Internal factors
* Auditor-related factors 

Profession competence
Professional competence is a core determinant of the effectiveness of performance audits of local budget utilization. In an increasingly complex context of public financial management, particularly in public investment, auditors must possess analytical skills, judgment, and in-depth understanding of the 3E criteria: economy, efficiency, and effectiveness.

Professional experience
Experience enables auditors to accumulate practical knowledge, enhance professional judgment, and flexibly handle situations. Experienced auditors are more capable of identifying misstatement, evaluating budget utilization effectiveness, and providing feasible recommendations.

Skills
Comprehensive auditor skills include data analysis, critical thinking, communication, teamwork, and technological application - all essential to ensuring audit quality.

Professional responsibility and compliance with standards
Professional responsibility and compliance with auditing standards ensure independence, integrity, and objectivity. Auditors with a high sense of responsibility are proactive in detecting misstatement, recommending correction, preventing waste, and enhancing transparency in public financial management.

* State audit office – related factors
Audit scope
The audit scope is central to evaluating the economy, efficiency, and effectiveness (3E) of local budget utilization. It should encompass the entire budgeting process: from planning and allocation to execution and settlement, to identify potential misstatement or waste.

Audit method
The audit method serves as a key tool for auditors to comprehensively assess the 3E. According to INTOSAI (2019) and the European Court of Auditors (2022), modern method requires not only evidence obtaining techniques but also a strategic analytical approach in analyzing inputs, outputs, and policy objectives.

Auditor remuneration
Remuneration directly affects auditors’ motivation, independence, and performance. Recent studies such as Alzeban (2020), Bananuka et al. (2021), and Okere et al. (2022) show that fair compensation, benefits, and career development opportunities enhance job satisfaction and professional commitment, thereby improving the efficiency and economy of audit operations. Transparent, merit-based incentive systems strengthen professional ethics and mitigate bias risks.

Audit quality control
Quality control ensures reliability, consistency, and effectiveness of audit. Research by Christensen et al. (2022) and IFAC (2021) emphasizes that robust quality control systems reduce misstatement, enhance reliability, and promote transparency in public management. Peer review, cross-checking, and technology-applied quality monitoring are becoming standard features of modern public auditing.

Coordination and usefulness of audit recommendations
Coordination between the SAO and audited entities ensures that performance audits achieve economy (reduced cost and time), efficiency (enhanced productivity), and effectiveness (greater policy impact). According to IAASB (2019), Arif et al. (2023), and Christensen et al. (2022), transparent communication, timely feedback, and strong commitment to implementing recommendations significantly increase audit relevance. Audit reports are meaningful only when issued on time and include clear, feasible, and actionable recommendations that support decision-making by managers.
2.6.2 External factors
Local characteristics
Local characteristics strongly influence the effectiveness of performance audits of local budget utilization. Each locality differs in socio-economic development level, governance model, infrastructure, staff capacity and administrative culture, requiring audit procedures to be flexibly adapted. Studies such as Alzeban (2020), Christensen et al. (2022), and Arif et al. (2023) emphasize that local characteristics significantly affects audit reliability, informational value, and real-world impact.

Legal environment
The legal environment provides the foundation for the legitimacy, transparency, and effectiveness of performance audits of local budget utilization. It encompasses laws, decrees, audit standards, and inter-agency coordination mechanisms. According to Ferry, Midgley & Ruggiero (2023), IFAC (2021), and Christensen et al. (2022), a comprehensive, transparent, and coherent legal framework strengthens the reliability, enforceability, and policy impact of public sector auditing.

In summary, the factors influencing performance audits of local budget utilization can be grouped into 2 main groups: Internal factors (including auditors’ professional competence, experience, skills, and responsibility; audit scope, method, quality control, and remuneration of the SAO; as well as coordination and usefulness of audit recommendations) and external factors (including local characteristics and the legal environment).

2.7. International experiences in performance auditing of local budget utilization and lessons for vietnam
2.7.1 International experiences in performance auditing of local budget utilization 

The State Audit Offices around the world have evolved over centuries with the core function of supervising the management and utilization of public finances, particularly the state budget. The establishment of the International Organization of Supreme Audit Institutions (INTOSAI) in 1953, bringing together 194 full members and 5 associate members, marked a milestone in standardizing and advancing public sector auditing globally. Within this international framework, performance audits of local budget utilization have increasingly been recognized as an essential instrument to promote transparency, efficiency, and accountability in public financial management. Many countries have developed advanced auditing models to monitor the use of local public budgets, thereby improving the quality of public services and optimizing the use of financial resources.

* Experience of the US
In the US, performance auditing is systematically implemented at both federal and local levels, focusing on assessing economy, efficiency, and effectiveness in public spending. The U.S. Government Accountability Office (GAO) plays a central role, conducting audits not only to detect misstatement and waste but also to evaluate outcomes of program and project.
* Experience of the UK
In the UK, the performance audit model has been strongly developing to ensure efficient, transparent, and accountable public expenditure. The National Audit Office (NAO) and local audit bodies conduct audits of public programs and projects to assess value for money and the quality of public service.

* Experience of China
China has undertaken extensive reforms to improve its system of performance auditing of local budget utilization. The National Audit Office (NAO) of China, together with provincial and municipal audit offices, is responsible for monitoring both central and local government budgets to ensure that public funds are used efficiently and effectively.

* Experience of Canada
Canada’s performance audit system is well regarded for its comprehensive integration of the 3E criteria: economy, efficiency, and effectiveness. Auditors emphasize cause analysis to identify weaknesses in budget utilization and propose practical recommendations aimed at cost SAOings and optimal resource allocation.

* Experience of PASAI
According to the Pacific Association of Supreme Audit Institutions (PASAI), performance audits of local budget utilization are vital tools for assessing the management and use of public resources based on the 3E framework. PASAI guidelines stress the importance of strategic audit planning, where audit topics are selected based on risk assessment and local contextual characteristics to ensure relevance and value.

2.7.2. Lessons for vietnam in performance auditing of local budget utilization
From the experiences of the United States, the United Kingdom, Japan, China, Canada, and PASAI member countries, several lessons can be derived to improve Vietnam’s performance audits of local budget utilization. In these countries, performance auditing is regarded as a material tool for assessing the economy, efficiency, and effectiveness of government programs, while simultaneously strengthening public accountability and trust in government. Adherence to standardized audit procedures, particularly in developing criteria, defining audit scope, and selecting appropriate audit approaches, has enhanced the reliability of supreme audit institutions (SAIs).

2.7.2.1. Lessons on developing performance audit criteria
International SAIs emphasize that there is no general set of audit criteria applicable to all performance audits. Audit criteria must be tailor-made for each program, based on its objectives, context, and actual risks, while ensuring measurability under the 3E framework (economy, efficiency, and effectiveness).

2.7.2.2. Lessons on performance audit scope
Developed countries conducts performance auditing which cover the entire budget cycle, from planning and allocation to execution and settlement, yet prioritize key spending areas and high-risk sectors. Audit scope extends beyond compliance to evaluate the achievement of objectives, quality of public services, and social impact of government programs.

2.7.2.3. Lesson on enhancing effectiveness of performance audit of local budget utilization.

In terms of enhancing effectiveness of performance audit, international experience demonstrates that improving the effectiveness of performance audits depends largely on modernizing audit methods and enhancing auditor competency. The application of digital technologies, big data analytics, and performance indicators (KPIs) enables early risk detection, faster data processing, and higher report quality. It is also essential to strengthen auditors’ analytical, technological, and policy evaluation skills, and to promote closer coordination between central and local audit offices to ensure coherence and effectiveness across the public audit system. 

Based on these international experiences, three strategic directions are proposed for Vietnam: (1) Develop a comprehensive and quantifiable set of performance audit criteria for local budget utilization based on the 3E framework. (2) Refine the audit scope, focusing on key expenditure items and high-risk sectors. (3) Innovate the audit methodology toward an integrated qualitative–quantitative and technology-enabled approach to enhance transparency, effectiveness, and risk detection in local budget utilization.

CHƯƠNG 3: CURRENT PRACTICE AND FACTORS AFFECTING THE PERFORMANCE AUDIT OF LOCAL BUDGET UTILIZATION CONDUCTED BY THE STATE AUDIT OFFICE
3.1. Overview of the performance audit conducted by the SAO
3.1.1. Characteristics of SAO’s operation
The State Audit Office was established during the national reform period as an independent public financial oversight body under Decree No. 70/CP and Decision No. 61/1995/QĐ-TTg. Currently, the SAO comprises 32 subordinate units across four functional sectors, including 13 regional audit offices, each responsible for 4–6 provinces, which are the key operational units directly conducting performance audits of local budget utilization, and their activities critically determine the scope, quality, and impact of local-level audits.

3.1.2 Development of performance audit by the SAO.

In Vietnam, performance audit by the SAO has evolved in tandem with the country’s public governance reforms and international integration:

2000–2005: SAO focused on establishing the legal and institutional foundation for auditing, learning from international experiences, and enhancing auditors’ professional capacity.

2006–2012: Pilot 3E-based performance audits were conducted, gradually shifting emphasis from compliance audits to effectiveness evaluations.

From 2013 onward: Following the promulgation of the State Audit Law (2015), which legally recognized performance auditing, the SAO expanded its scope and scale, focusing on public programs, projects, and local budgets, thereby improving public financial transparency, efficiency, and accountability.

3.2. Current practice of performance auditing of local budget utilization conducted by the SAO
3.2.1. Objectives and focus of the performance audit of local budget utilization by the SAO
3.2.1.1 Audit objectives of the performance audit of local budget utilization
The objective of performance audits of local budget utilization is to ensure transparency, efficiency, and accountability in the use of local budget. This objective underpins the entire audit process, guiding the identification of causes, priorities, and desired outcomes. The general objective of SAO’s performance auditing is to assess the economy, efficiency, and effectiveness in the management and use of public finances and assets, while providing recommendations for improvement.

3.2.1.2 Focus of the performance audit of local budget utilization
In performance audits, particularly in the context of local budget utilization, the determination of audit focus is a critical step, as it defines the scope, objectives, and approach of the audit. The audit focus reflects the relative importance and material impact of a given issue, program, or activity. This process is conducted during the planning stage, serving as the foundation for developing audit objectives, criteria, and procedures to ensure maximum audit effectiveness.
3.2.2. Criteria for performance audit of local budget utilization conducted by the SAO
Based on survey data and audit evidence, this study analyzes the performance audits of local budget utilization carried out by the SAO in selected northern provinces. To comply with confidentiality regulations, the audited entities are anonymized in accordance with relevant laws rules on confidential information.

In recent years, the SAO has conducted numerous performance audits assessing the economy, efficiency, and effectiveness of local budget utilization. The audit teams not only verify the truth and fairness of financial reports but also evaluate compliance with legal frameworks and the efficiency of public asset management. Audit findings have enabled the timely detection of misstatements, waste, and corruption, and the recommendations to improve mechanisms, policies, transparency, and accountability in local budget utilization.

3.2.2.1. Criteria for assessing economy in local budget utilization
Given increasing constraints on public budgets, enhancing economy and cost SAOings in expenditure has become imperative. The economy criterion aims to determine the reasonableness and economical in raising, allocating, and using public financial resources to achieve desired outcomes at the lowest possible cost, without compromising output quality or policy objectives.

In assessing economy criteria of performance audits of local budget utilization, auditors examine not only the actual expenditure levels but also the appropriateness of spending decisions, the efficiency of procurement and contracting processes, and the soundness of internal controls. Based on audit evidence, the SAO provides an objective assessment of the degree of economy in public spending and recommends measures to strengthen budget discipline, improve resource utilization effectiveness, and enhance transparency and accountability in local public financial management.

3.2.2.2. Criteria for assessing efficiency in local budget utilization
Efficiency in performance audit reflects the relationship between outputs and inputs and the extent to which resources are optimized to produce desired results. An activity is considered efficient when it achieves its objectives at minimal cost or generates higher outputs with the same input level. This criterion is central to performance auditing, as it measures the conversion of budgetary resources into specific results that benefit society.

To assess efficiency, auditors apply analytical procedures such as: comparing input–output ratios across similar programs or projects, evaluating cost–production ratios, and analyzing project timeliness against approved schedules. Additionally, auditors identify factors affecting efficiency, such as delayed disbursements, administrative bottlenecks, or lack of uniformity in implementation. The evaluation of efficiency thus encompasses not only financial aspects but also organizational performance, management capacity,  and adaptive capability of audited entities.
3.2.2.3. Criteria for assessing effectiveness in local budget utilization
a. Assessing effectiveness in capital planning, allocation, and disbursement for public investment projects 
In local budgets, the planning, allocation, and disbursement of capital for public investment projects must comply with legal regulations and aim to maximize socio-economic returns. Auditors assess both aspects by examining project legality, budget alignment, progress monitoring, and on-site verification through field inspections and interviews. The results help determine the effectiveness, misstatements, and impacts of public investment projects.

b. Assessing effectiveness in managing and resolving construction debt arrears
Construction debt arrears pose a major challenge to local fiscal balance and the sustainability of public finances. Effectiveness in managing debt resolution reflects the ability to implement solutions to settle outstanding debts and prevent new arrears. According to ISSAI 3000 guidelines, auditors evaluate debt management objectives using measurable criteria such as: achievement rate of debt reduction targets, results of arrears clearance plans, and the effectiveness of preventive measures.

During audits, auditors also assess the effectiveness of local revenue management, ensuring that revenue targets, especially from land use auctions, taxes, and fees, are achieved. Failure to adjust revenue–expenditure plans in response to shortfalls demonstrates weak fiscal responsiveness and ineffective budget execution, potentially leading to payment delays, debt accumulation, and project disruptions.

3.2.3. Scope of the audit performance of local budget utilization conducted by the SAO
3.2.3.1 Auditing the management and administration of local budget utilization: ensuring economical, efficient, and effective use of allocated budgets 
Scope 01: Auditing the preparation, appraisal, allocation, and assignment of local budget.
a.  Auditing the preparation, appraisal, allocation of recurrent expenditures:
The preparation, appraisal, and allocation of recurrent expenditure play a crucial role in the management of local budgets, as these form the basis for budget users to carry out assigned functions. Through performance auditing, the SAO assesses both legal compliance and the economy, efficiency, and effectiveness of the budget planning and allocation process.

b. Auditing of allocation and assignment of local budgets
Auditors perform a series of procedures to evaluate whether budget allocations are reasonable, targeted, and feasible. Beyond compliance checks, the audit focuses on the core 3E principles: economy, efficiency, and effectiveness, to determine whether the assignment and allocation of recurrent expenditures align with intended objectives and produce expected results.

Scope 02: Auditing recurrent expenditures to ensure alignment with approved budgets, cost efficiency, and proper use of funds
For this audit area, procedures include reviewing budget allocation decisions by local People’s Councils and Committees, reconciling settlement data with approved budgets, and examining expenditure listings in key sectors such as education, healthcare, and environment. These procedures ensure that expenditures are well-planned, appropriately allocated, and executed in compliance with the Law on State Budget.

c. Auditing the use of non-business expenditures in administrative and public service units

Auditors focus on key expenditure items such as compensation for land clearance, tuition fee management, and revenues from the sale of bidding documents. They collect supporting documents, including financial statements, budget estimates, and records of tuition and compensation revenues, to assess compliance, economy, and effectiveness. The audit team develops a detailed plan, assigns tasks to members, and identifies priority items, for instance, tuition fees without approved estimates or unremitted revenues from bidding document sales, to ensure thorough coverage. 
3.2.3.2. Auditing the allocation, assignment, management, and settlement of public investment capital
Scope 1: Auditing the allocation, assiignment of investment capital 

Scope 2: Auditing the managementn of investment capital 
Scope 3: Audting the settlement of completed investment projects .

3.2.4 Audit methodology for performance auditing of local budget utilization conducted by the SAO
When conducting performance audits of local budget utilization, the SAO primarily adopts a system-oriented audit method, covering all stages of budget management, from budget formulation, approval, and capital allocation to implementation and settlement.The audit process generally follows three standardized phases: (1) Audit planning: including conducting surveys, obtaining legal documents, planning and determining key audit areas; (2) Audit execution: including reviewing documents, reconciling data, conducting interviews and on-site inspections, applying audit procedures; (3) Audit reporting: including summarizing findings and identifying causes of deficiencies, formulating recommendations, highlighting audit impact.

3.3. Factors influencing the performance audit of local budget utilization conducted by the SAO
3.3.1. Model for evaluating factors influencing the effectiveness of performance audits of local budget utilization
Figure 3.3 presents the model for evaluating the factors influencing the effectiveness of performance audits of local budget utilization, which integrates both internal and external factors of the SAO.

3.3.2. Research hypotheses
Based on previous studies and the theoretical foundations discussed above, a multiple linear regression model was constructed to determine the extent of influence of each factor on the performance audit of local budget utilization. The regression model is expressed as follows:

HQKT = β0 + β1* NL + β2*KN + β3*KS + β4*TN + β5*ND +β6*PP + β7*ĐN + β8*KSCL + β9*PH + β10*KT-HU+ β11ĐP+ β12PL+ β13. +£i.
3.3.3 Research results on factors affecting the effectiveness of performance audits of local budget utilization in Vietnam
3.3.3.1. Reliability testing and descriptive statistics
a. Cronbach’s Alpha reliability testing
The reliability analysis results show that all measurement scales achieve acceptable to very good reliability levels. Among the 13 tested scales: 4 scales reached a “Very good” level (α ≥ 0.85), 7 scales reached a “Good” level (0.7 ≤ α < 0.85), and 2 scales achieved an “Acceptable” level (0.6 ≤ α < 0.7). Notably, the scale “Timeliness and usefulness of audit recommendations (KTHU)” achieved the highest reliability with α = 0.923, followed by “Legal environment (PL)” with α = 0.901, and “Audit quality control (KSCL)” with α = 0.869. This indicates a strong correlation among the observed variables within these constructs, demonstrating consistent measurement of the underlying concepts. The scale with the lowest reliability is “Professional responsibility” with α = 0.640, which still falls within the acceptable range for exploratory research standards.

b. Descriptive statistics of observed variables
The result shows a clear distinction among variable groups. The variables belonging to “Auditor skills” and “Audit methods” recorded the highest mean values. Specifically, KS4 (Risk assessment and analysis) reached 3.80, while PP1 and PP2 (Result-oriented and problem-oriented audit approaches) both scored 3.79. These findings reflect respondents’ positive evaluation of auditors’ professional competencies and the methodologies applied.

c. Exploratory factor analysis (EFA)
· Testing the suitability of data for EFA
Before conducting EFA, the study examined data adequacy. The Kaiser-Meyer-Olkin (KMO) measure was 0.811 > 0.5, indicating “fairly good” sampling adequacy (Kaiser, 1974), confirming that the data had sufficient intercorrelation for factor analysis. Bartlett’s Test of Sphericity yielded a Chi-Square = 7794.586 with Sig. = 0.000 < 0.05, rejecting the null hypothesis of an identity correlation matrix. Therefore, the dataset fully satisfies the necessary conditions for conducting EFA.

· EFA results
After performing factor rotation using the Varimax method with Kaiser normalization, the rotated factor matrix revealed a clear grouping of observed variables into 12 distinct factors. All variables exhibited factor loadings > 0.5, satisfying the statistical significance threshold for inclusion in the model.

e. Multiple regression analysis and hypothesis testing
e.1. Model adequacy assessment
A multiple linear regression model was constructed with the dependent variable being “Effectiveness of performance audits of local budget utilization (HQKT)”, and 12 independent variables derived from the EFA results. The general model is specified as:

HQKT = β0 + β1* NL + β2*KN + β3*KS + β4*TN + β5*ND +β6*PP + β7*ĐN + β8*KSCL + β9*PH + β10*KT-HU+ β11ĐP+ β12PL+ β13. +£i.
e.2. Statistical significance testing (ANOVA)
The ANOVA results show F = 55.978 with p-value = 0.000 < 0.001, strongly rejecting the null hypothesis H₀ that all regression coefficients equal zero. This confirms that the overall model has statistically significant explanatory power for the variation in the dependent variable.

e.3. Regression analysis and hypothesis testing results
e.4. Interpretation of results by impact level
The results reveal that all 12 research hypotheses were supported with high statistical significance. The most influential factors (β > 0.190) include: “Audit content” (β = 0.226), “Remuneration policy” (β = 0.197) and “Local factors” (β = 0.193).

The “Audit content” variable has the strongest effect, emphasizing the decisive role of designing audit scope aligned with the specific characteristics of local budget. The “Remuneration policy” variable ranks second, with the highest t-value (6.050), confirming the importance of motivation and fair compensation in enhancing work performance.

Human-related factors: “experience” (β = 0.177), professional competence (β = 0.168), and audit skills (KS, β = 0.160), also exhibit significant positive effects. Audit methodology (β = 0.174) underscores the importance of selecting an appropriate methodological approach.

Environmental factors such as local characteristics (β = 0.193) and coordination effectiveness (β = 0.164) also exert positive impacts, demonstrating the collaborative nature of performance audits at the local budget level.

e.5. Multicollinearity testing
All variables have VIF < 5 and Tolerance > 0.1, indicating no serious multicollinearity issue. This ensures that the regression coefficient estimates are unbiased and reliable.

The Final regression equation: HQKT = 0.226×ND + 0.197×ĐN + 0.193×ĐP + 0.177×KN + 0.174×PP + 0.168×NL + 0.168×KSCL + 0.164×PH + 0.160×KS + 0.153×PL + 0.148×KTHU + 0.109×TN

This result provides robust empirical evidence to support recommendations for enhancing the performance audits of local budget utilization conducted by the SAO.

3.4. Evaluation of the current practice of performance audits of local budget utilization conducted by the SAO
3.4.1. Achievements in developing criteria, scope, and methodologies for performance audit
3.4.1.1. Audit scope 
3.4.1.2. Audit methods
3.4.1.3. Audit objectives and key areas
3.4.2.Limitations and causes      
Despite significant achievements, certain limitations persist in performance audits of local budget utilization.   
3.4.2.1. Limitations in developing audit criteria
3.4.2. Limitations in audit scope
3.4.3. Limitations in audit methods
CHAPTER 4: SOLUTIONS AND RECOMMENDATIONS FOR IMPROVING PERFORMANCE AUDITS OF LOCAL BUDGET UTILIZATION CONDUCTED BY THE STATE AUDIT OFFICE
4.1. Development orientation and requirements for improving performance audits of local budget utilization
4.1.1. Development orientation for performance audits of local budget utilization.

4.1.2. Requirements for improving performance audits of local budget utilization
First: Requirements for audit criteria

Second: Requirement for audit scope

Third: Requirement for audit methods

Fourth: Requirement for foundations and implementation capacity

4.2. Solutions and recommendations for improving performance audits of local budget utilization conducted by the State Audit Office of Vietnam
The research findings show that the average effectiveness score of performance audits of local budget utilization is 3.06/5 (Cronbach’s Alpha = 0.745), indicating only moderate effectiveness. The five strongest influencing factors are audit scope, professional competence, skills, methods, and experience of auditors. Coordination and professional responsibility have positive but weaker effects. These results align with the 3E model and New Public Management (NPM) theory, confirming that audit effectiveness depends on outcome orientation and public value creation. According to Agency Theory, performance audit is a monitoring tool that helps reduce information asymmetry, increase transparency and accountability in public financial management.

4.2.1 Improving performance audits criteria of local budget utilization
4.2.1.1. Adding criteria for economy
Auditing the economy of local budget utilization should focus on ensuring cost SAOings, rational spending, and value for money. Auditors should compare procurement costs with market prices, assess compliance with bidding procedures, and verify adherence to principles of budgetary thrift.

4.2.1.2 Improving criteria for efficiency
Evaluating efficiency in completed public projects should focus on the relationship between input and output, assessing whether the use of financial and material resources has produced the intended outcomes at the lowest possible cost. This evaluation not only identifies operational performance but also contributes to improving budget allocation and management processes for future projects.

4.2.1.3 Improving criteria for effectiveness
Effectiveness assessment should measure the extent to which objectives are achieved within approved budgets and timelines. Following table of criteria provides assessment framework for each aspect of the planning, allocation, and implementation of local budgets.
4.2.1.4 Developing complementary criteria
Beyond the 3E framework, additional criteria should be developed to assess transparency, accountability, innovation in governance, and sustainability. A comprehensive criteria system will help evaluate not only compliance and economy but also the public value added through improved management of local public finance.

4.2.2. Enhancing audit scope
The survey results show that the scale “Audit scope” achieved a Cronbach’s Alpha of 0.836 (rated as good), with an overall mean value of 3.30, ranking 4th out of 13 factors. This reflects that the audit scope of local budget performance audits has received a relatively good level of attention but has not yet been among the most prominent factors. The average score above 3.0 indicates that auditors consider the audit scope to be feasible, though it still tends to focus mainly on compliance and financial audits. The specific components of performance auditing, such as the evaluation of efficiency, social impact, and environmental impact, have not yet been fully explored, which limits the added value of auditing activities for local budget management. This result further demonstrates the necessity of improving audit scope in line with the orientation of ISSAI 300, ensuring a focus on the three key criteria of economy, efficiency, and effectiveness (3Es).

4.2.3. Improving the audit methods for performance audits of local budget utilization
The quantitative survey results in Chapter 3 show that the scale “Audit methods” achieved a Cronbach’s Alpha of 0.711, indicating an acceptable level of reliability, with an average value of 3.77, ranking second among 13 factors affecting the performance audit of local budget utilization. This reflects that the audit methods have been applied at a fairly good level in practice, though certain limitations remain regarding systematization, measurability, and the analysis of input–output results. Consequently, the evaluation of budget utilization efficiency still tends to emphasize compliance inspection rather than the analysis of public value achieved.

4.2.4. Recommendations for improving the effectiveness of performance audits of local budget utilization conducted by the SAO
The multiple regression analysis results presented in Table 3.19 show that the model is statistically significant (Sig. < 0.001), confirming that the effectiveness of performance audits is the central factor reflecting the quality and value of local budget performance audits. All 12 independent variables have positive and statistically significant effects (p < 0.05), among which audit scope, remuneration, local characteristics, experience, and audit methods have the strongest impacts.

This indicates that an audit conducted with comprehensive scope, appropriate method, a competent audit team, and adequate working conditions will significantly enhance audit effectiveness and the value of the local budget utilization process.

The findings are consistent with the 3E theoretical framework (Economy – Efficiency – Effectiveness), where effectiveness is the ultimate goal, and are further supported by the theories of New Public Management (Hood, 1991; Pollitt & Bouckaert, 2011), Agency (Jensen & Meckling, 1976), Resource-Based View (Barney, 1991), and Public Value (Moore, 1995), affirming that audits are truly effective only when they generate public value, enhance transparency, and strengthen accountability in public financial management.

4.3. Recommendations and conditions for implementing the proposed solutions to improve performance audit of local budget utilization
4.3.1. From the perspective of the State
The thesis recommends that the State continue to improve the legal environment and the public financial management framework in the direction of greater transparency, strengthened accountability, and results-based budget utilization. Reviewing, amending, and standardizing regulations governing the use of local budgets constitute a fundamental prerequisite for the substantive implementation of performance auditing. In addition, enhancing budget transparency and making synchronized investments in information technology infrastructure and budget databases are key conditions for improving the timeliness and usefulness of audit information and recommendations.
4.3.2 From the perspective of audited entities
For entities using local budgets, the thesis emphasizes the need to strengthen internal budget governance capacity, enhance transparency and disclosure of information, and improve coordination mechanisms with relevant agencies. Capacity in budget preparation, implementation, and expenditure control plays a decisive role in the effectiveness of both non-business expenditures and development investment expenditures. At the same time, close coordination with the State Audit Office, financial authorities, and the State Treasury is an important condition for enhancing the effectiveness of implementing conclusions and recommendations arising from performance audits.
4.3.3 From the perspective of the SAO
The thesis recommends that the State Audit Office focus on improving audit scope, audit methods, and the audit quality control system as core conditions determining the effectiveness of performance auditing. Priorities include standardizing audit content along the budget cycle and based on a risk-oriented approach, innovating audit methods through the integration of qualitative and quantitative techniques, and strengthening the use of data. In parallel, reinforcing quality control and accelerating the application of information technology are essential conditions for enhancing consistency, reliability, and the value added of performance auditing.
4.3.4 From the perspective of auditors
At the individual level, the thesis highlights that enhancing auditors’ capacity, experience, and professional responsibility is a direct condition for ensuring the effectiveness of performance auditing. Auditors should be trained under a competency-based approach, with an emphasis on evaluation skills under the 3E framework, data analysis, and risk assessment. At the same time, strengthening independence and professional ethics, together with increasing the accumulation of practical experience through rotation and mentoring mechanisms, is an important solution for improving the effectiveness of performance audits of local budget utilization.
CONCLUSION
The thesis titled “Performance audit of local budget utilization conducted by the State Audit Office” is a research work of both theoretical and practical significance, developed in the context of public financial management reform, strengthened transparency, and enhanced accountability in Vietnam’s public sector. Based on a scientific approach, the thesis systematizes theoretical foundations, analyzes practice, and proposes solutions to improve performance audits of local budget utilization.

From a theoretical perspective, the thesis constructs a comprehensive analytical framework based on the 3E model (economy, efficiency, and effectiveness), clarifying the meaning, role, and interrelation of these criteria in assessing the effectiveness of performance audits of local budget utilization. It also defines the audit scope, method, and process, distinguishing performance audits from traditional financial audits, thereby enhancing their comprehensiveness and applicability in practice.

From a practical perspective, the thesis analyzes and evaluates the current practice of performance audits of local budget utilization conducted by the SAO. The findings indicate that performance audits have contributed to greater transparency and efficiency in local budget management; however, several limitations remain. Specifically, the system of audit criteria has not yet been standardized or fully quantified; audit scope still focuses mainly on the settlement stage rather than covering the entire budget process; and audit methods lack systematization and have not widely adopted modern quantitative analytical techniques. These findings provide an essential foundation for proposing improvements to performance audit practices in the future.

From a solution-oriented perspective, the thesis proposes three main groups of solutions: (i) improving the system of performance audit criteria based on the 3E framework; (ii) enhancing the audit scope with a focus on recurrent and development expenditures; and (iii) strengthening audit methodologies and recommendations related to local budget utilization.

Overall, the thesis affirms that performance audit is an effective tool of public management, contributing to improved audit efficiency, strengthened accountability, and greater transparency in the local budgets utilization.

Despite the author’s best efforts, certain limitations remain due to constraints in time and practical conditions. The author sincerely welcomes constructive feedback from professors and researchers to further refine and enhance the quality of this study in the future. 
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