SPECIAL AUDIT
Meaning and Concept of Special Audit
A special audit is a tightly-defined audit that only looks at a specific area of an organization’s activities. This type of audit may be initiated by a government agency, but could be authorized by any entity, or even internally. Examples of special audits are:
· Compensation audits
· Compliance audits
· Controls audits
· Cost audits
· Fraud audits
· Royalty audits
EFFICIENCY AUDIT
Efficiency is the level of productivity of an organization. Essentially, it is the ratio of productivity, i.e. the levels of inputs (raw materials) we need to achieve the desired output (finished goods).
So efficiency indicates how well the company is using its resources. The aim is the optimum use of resources by the company. An economy and efficiency audit, or simply efficiency audit, focuses on the resources and practices of a program or department, according to the “Encyclopedia of Public Administration and Public Policy,” which provides descriptions of typical audit activities. An economy and efficiency audit might analyze the procurement, maintenance and implementation of resources, such as equipment, to identify areas that require improvement. Alternately, it might examine the practices of a department or program to find inefficient or wasteful processes.
Let us understand a few important terms in relation to efficiency,
· Input: Resources of any kind, example: Human resources, Finances, Raw material, Assets, Machinery etc
· Output: Goods and services produced by the company to meet the needs of the customers
· Quantity: Amount of goods/services produced
· Productivity: A ratio of goods produced to the amount of resources needed to produce them
So an efficiency audit will help the organization measure its efficiency in many ways. There is financial efficiency, technical efficiency, production efficiency etc. Two of the main objectives of an efficiency audit are to make sure that the organization has:
· Optimum utilization of the investments in the organization
· That the organization channels the investment in their most profitable ventures
One thing to understand is that efficiency is a relative concept. So the efficiency of an organization is measured against certain industry standards, a target or the norms. After the audit, the management can then focus on improving its efficiency. The way to do it is to achieve more output from the same amount of input as before.
Laws
Ensuring adherence to laws and regulations is another important aspect of an economy and efficiency audit. For example, an auditor might analyze operations to ensure records were kept in accordance with state and federal regulations, or an auditor might inspect a property to determine whether the facility is operating according to work-safety guidelines.
SOCIAL AUDIT
Basis of social audit
Social audit as a term was used as far back as the 1950s. There has been a flurry of activity and interest in the last seven to eight years in India and neighboring countries. Voluntary development organizations are also actively concerned.
Social audit is based on the principle that democratic local governance should be carried out, as far as possible, with the consent and understanding of all concerned. It is thus a process and not an event.
A social audit is a way of measuring, understanding, reporting and ultimately improving an organization’s social and ethical performance. A social audit helps to narrow gaps between vision/goal and reality, between efficiency and effectiveness. It is a technique to understand, measure, verify, report on and to improve the social performance of the organization.
Social auditing creates an impact upon governance. It values the voice of stakeholders, including marginalized/poor groups whose voices are rarely heard. Social auditing is taken up for the purpose of enhancing local governance, particularly for strengthening accountability and transparency in local bodies.
The key difference between development and social audit is that a social audit focuses on the neglected issue of social impacts, while a development audit has a broader focus including environment and economic issues, such as the efficiency of a project or programme.
Objectives of social audit
1. Assessing the physical and financial gaps between needs and resources available for local development.
2. Creating awareness among beneficiaries and providers of local social and productive services.
3. Increasing efficacy and effectiveness of local development programmes.
4. Scrutiny of various policy decisions, keeping in view stakeholder interests and priorities, particularly of rural poor.
5. Estimation of the opportunity cost for stakeholders of not getting timely access to public services.
Need for social audits:
1. In the course of a social audit, individuals and communities get empowered and politicised in a way that they experience the practical potential of participatory democracy.
2. Since more than 50% of the government’s budget goes towards welfare schemes, it’s important to track how, and how much, money is diverted away from intended recipients. Social audits serve as a better monitoring tool for these schemes.
3. The impact of continuous cycles of social audit in deterring potential corruption is beyond quantification. They serve as an important tool to detect corruption and influence redress.
4. The social audit process was recently endorsed by the public finance watchdog, the Comptroller and Auditor General of India. The CAG said: “All over the world, there is a growing perception among the supreme audit institutions that it is important to partner with civil society to ensure the latter’s participation in service delivery and public accountability.”
Advantages of social audit
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(a) Trains the community on participatory local planning.
(b) Encourages local democracy.
(c) Encourages community participation.
(d) Benefits disadvantaged groups.
(e) Promotes collective decision making and sharing responsibilities.
(f) Develops human resources and social capital
To be effective, the social auditor must have the right to:
1. seek clarifications from the implementing agency about any decision-making, activity, scheme, income and expenditure incurred by the agency;
2. consider and scrutinize existing schemes and local activities of the agency; and
3. access registers and documents relating to all development activities undertaken by the implementing agency or by any other government department.
This requires transparency in the decision-making and activities of the implementing agencies. In a way, social audit includes measures for enhancing transparency by enforcing the right to information in the planning and implementation of local development activities.
Appropriate institutional level for social audit
The most appropriate institutional level for social audit is the Gram Sabha, which has been given ‘watchdog’ powers and responsibilities by the Panchayati Raj Acts in most States to supervise and monitor the functioning of panchayat elected representatives and government functionaries, and examine the annual statement of accounts and audit reports. These are implied powers indirectly empowering Gram Sabhas to carry out social audits in addition to other functions. Members of the Gram Sabha and the village panchayat, intermediate panchayat and district panchayat through their representatives, can raise issues of social concern and public interest and demand an explanation.
The Gram Sabha should have the mandate to: inspect all public documents related to budget allocations, list of beneficiaries, assistance under each scheme, muster rolls, bills, vouchers, accounts, etc., for scrutiny; examine annual statements of accounts and audit reports; discuss the report on the local administration of the preceding year; review local development for the year or any new activity programme; establish accountability of functionaries found guilty of violating established norms/rules; suggest measures for promoting transparency in identifying, planning, implementing, monitoring and evaluating relevant local development programmes; and ensure opportunity for rural poor to voice their concerns while participating in social audit meetings.
Social audit committees
Social audit can also be used for auditing the performance of all three PRI tiers with a social audit committee at each level. These committees should not be permanent, but can be set up depending on the nature of programmes/schemes to be audited.
Social audit committee members can be drawn from among programme stakeholders. It is advisable to use the services of retired functionaries of different organizations, teachers or persons of impeccable integrity living in the Zilla Panchayat/Block Panchayat/Gram Panchayat jurisdiction. Both facilitators and social audit committee members can be trained by social audit experts.
Steps in social audit in local bodies
1. Clarity of purpose and goal of the local elected body.
2. Identify stakeholders with a focus on their specific roles and duties. Social auditing aims to ensure a say for all stakeholders. It is particularly important that marginalized social groups, which are normally excluded, have a say on local development issues and activities and have their views on the actual performance of local elected bodies.
3. Definition of performance indicators which must be understood and accepted by all. Indicator data must be collected by stakeholders on a regular basis.
4. Regular meetings to review and discuss data/information on performance indicators.
5. Follow-up of social audit meeting with the panchayat body reviewing stakeholders’ actions, activities and viewpoints, making commitments on changes and agreeing on future action as recommended by the stakeholders.
6. Establishment of a group of trusted local people including elderly people, teachers and others who are committed and independent, to be involved in the verification and to judge if the decisions based upon social audit have been implemented.
7. The findings of the social audit should be shared with all local stakeholders. This encourages transparency and accountability. A report of the social audit meeting should be distributed for Gram Panchayat auditing. In addition, key decisions should be written on walls and boards and communicated orally.
Key factors for successful social audit
· Level of information shared with and involvement of stakeholders, particularly of the rural poor, women, and other marginalized sections.
· Commitment, seriousness and clear responsibilities for follow-up actions by elected members of the Gram Panchayat.
· Involvement of key facilitators in the process.
How to enhance local capacities for social audit
· Organization of a mass campaign to increase public awareness about the meaning, scope, purpose and objectives of social audit.
· Establishment of a team of social audit experts in each district who are responsible for training social audit committee members (stakeholders).
· Implementation of training programmes on social auditing methods - conducting and preparing social audit reports, and presentation at Gram Sabha meetings.
Social development monitoring (SDM): A social audit process
SDM is a periodic observation activity by socially disadvantaged groups as local citizens who are project participants or target beneficiaries. It could also take the form of action intended to enhance participation, ensure inclusiveness, articulation of accountability, responsiveness and transparency by implementing agencies or local institutions, with a declared purpose of making an impact on their socio-economic status.
Conclusion
To sum up, the following proposals can be made to make social audit a regular and effective institution to promote the culture of transparency and accountability through the Gram Sabha.
1. States should enhance Gram Sabha powers to make them effective instruments of participatory decision-making and ensuring accountability of PRIs in local development planning.
2. An agency like the Ombudsman can be set up to look into complaints of local maladministration.
3. Development functionaries found guilty of violating established norms for local development planning should be punished.
4. It is important to ensure that rural poor are given due protection when they wish to stand up to speak against any misconduct.
Why social audits are losing their relevance in recent times?
1. Lack of support from government machineries has side-lined social audits. The lack of adequate administrative and political will in institutionalizing social audit to deter corruption has meant that social audits in many parts of the country are not independent from the influence of implementing agencies. Social audit units, including village social audit facilitators, continue to face resistance and intimidation and find it difficult to even access primary records for verification.
2. Lack of any legal proceedings for not following social audit principles. Unless there is a stringent penalty on authorities for not implementing social audit, they will not give up control because it reduces their kickbacks and authority.
3. Lack of education among the common masses. Since common people are not that educated, they do not know their rights, let alone get them enforced.
Examples of Social Audit
1. Social audit in Jharnipalli Panchayat, Agaipur block, Bolangir district, Orissa
In October 2001, the gram sabha members of Jharnipalli Panchayat conducted a one-day social audit of development works carried out in the panchayat over the preceding three years. This audit took place with the active participation of many individuals and agencies, including block and district administration officials, MKSS [Mazdoor Kisan Shakti Sanghatan], NCPRI [National Campaign for People’s Right to Information] and Action Aid India.
The audit found that:
· Although the works were not carried out, the sanctioned funds were shown in the records as having been utilized.
· Contractors were banned under government guidelines, but 31 contractors were working on the project.
· Muster rolls were not maintained by the contractors.
· Instead of the target of 100 man-days of employment for families below the poverty line (BPL), only 12 half days of work were generated.
· The BPL families could not buy subsidized food from the public distribution system (PDS) shops as partial wages because they did not possess the needed ration cards.
2. Micro-development planning as part of social audit
A voluntary development organization Samarthan and PRIA (Society for Participatory Research in Asia) collaborated in a participatory micro-planning exercise with local officials, panchayat members, members of different castes, etc. The process was a way to bring resources to the local community and to increase its involvement in Gram Sabha meetings which took place four times a year.
This led to the identification of several goals. One was to construct a drain. Inspired by the participatory local planning process, the community contributed half the cost of the drain (Rs 50 000). Those who could not give money offered their labour. The rest of the money came from the district office and was mobilized by the Gram Panchayat and its pro-active woman president, the Sarpanch.
Every member of the Gram Sabha developed a sense of ownership of the project. The Gram Sabha monitors the work. Gram Panchayat representatives also hold regular ward-level meetings. The relationship between people and their local representatives developed quickly into one of mutual support.
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