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Key Points
• An efficiency audit is an 

independent evaluation of 
the economy, efficiency, and 
effectiveness of state agencies, 
public programs, and related 
organizations. It assesses how 
well public organizations are 
achieving their official goals. 
The recommendations made by 
the efficiency audits often help 
improve performance and reduce 
wasteful spending, overlapping 
programs, and corruption.

• Texas ranks below average in 
terms of the quality of public 
services despite continued growth 
in public spending.

• Efficiency audits in Texas are 
conducted on an ad-hoc basis. 
Our policy recommendation is to 
require one at regular intervals for 
every state agency.

Executive Summary
Texas ranks below average compared to other states in the nation in terms of 
the quality of public services offered. Given that the size of the state budget has 
expanded significantly over the last two decades, it is pressing to ensure that 
public resources are used as efficiently and economically as possible. For this 
reason, we propose that every Texas state agency undergo an efficiency audit 
from a private, independent third party on a regular basis. In doing so, the 
Lone Star State will safeguard taxpayers’ money from wasteful spending and 
guarantee the highest quality in the provision of public goods and services. 

Texas' Quality of Public Services
According to the U.S. News Best State ranking, Texas occupies the 31st posi-
tion in public service performance (U.S. News, 2021). The ranking accounts 
for the quality and accessibility of services primarily provided by the states, 
including education, healthcare, infrastructure, and public safety. A similar 
study by WalletHub considers the total taxes paid per capita and the quality 
of public services. In this study, Texas ranks 5th in total taxes paid per capita, 
indicating a low-tax burden on residents, but occupies the 36th position in 
terms of the overall quality of government services (Kiernan, 2022). One pos-
sible explanation for low service quality could be that public agencies lack the 
necessary funding due to the relatively low tax burden. However, other states 
have showed that a superior combination of low-tax and high-quality services 
is feasible. For example, Florida ranks 2nd in total taxes paid per capita and 
22nd in overall quality of services, which means it has both lower taxes and 
higher quality service than Texas. The top ranked state for overall taxpayer 
return on investment, New Hampshire, ranks 3rd in total taxes paid per capita 
and 4th in overall quality of services. Although Texas is in good company 
when it comes to its low tax burden, it has some ground to make up in the 
quality of services it provides. 

Complicating the state’s effort to provide Texans with the best return on their investment is a trend toward increased 
government spending in recent years. As Figure 1 shows, Texas state expenditures grew an average of 5% annually over 
the last two decades. Over the same period, federal funds assigned to Texas have increased by 7%. This upward trend in 
state spending exceeds inflation plus population growth of 3.6% annually (Ginn & Sánchez-Piñol, 2022), which creates 
a stronger case for more robust oversight in allocating public resources. Efficiency audits are a useful tool that lawmak-
ers can deploy to improve the quality of services while maintaining Texas’ status as one of the top low-tax states.

State Agency Efficiency Audits 
Daniel Sánchez-Piñol, Ph.D., Andrew Brown, J.D., and Luke Posegate

https://www.usnews.com/media/best-states/overall-rankings-2021.pdf
https://wallethub.com/edu/state-taxpayer-roi-report/3283
https://www.texaspolicy.com/eliminating-school-district-maintenance-and-operations-property-taxes/
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Efficiency Audits: Overview
Definition and Institutional Design
An efficiency or performance audit is an independent 
evaluation of the economy, efficiency, and effectiveness of 
state agencies, public programs, and related organizations 
(Bawole & Ibrahim, 2016). Economy assessments help 
determine if an agency or program is cost-minimizing. 
Efficiency looks to maximize return on investment, and 
effectiveness considers whether the entity is achieving its 
desired goals. Efficiency audits differ from other types 
of audits. While financial and compliance audits assess 
whether an entity meets reporting and regulatory require-
ments, efficiency audits measure success against the entity’s 
standards.

Performance audits are undertaken by either the public 
or the private sector. In the public sector, the Government 
Accountability Office (GAO) is the supreme audit 
institution (SAI) for the United States (Government 
Accountability Office, n.d.). The GAO provides standards 
for internal controls, financial audits, and other types of 

government audits for federal and state auditors. The State 
Auditor’s Office (SAO) is the public auditor for the state of 
Texas (Texas State Auditor’s Office, n.d.). 

According to the Texas Government Code, the SAO  can 
conduct financial and efficiency audits directly for any 
entity receiving state funds (Section 321.013). As described 
in Figure 2, the SAO is appointed by the Legislative 
Audit Committee (LAC; Section 321.005)—a six-member 
oversight committee that consists of the speaker of the 
House, the lieutenant governor, one member of the Senate 
appointed by the lieutenant governor, and the chairmen 
of the Senate Finance Committee, House Appropriations 
Committee, and the House Ways and Means Committee 
(Section 321.002). There are no term limits for the state 
auditor.

As Figure 3 shows, there are currently two ways to ini-
tiate an efficiency audit: through the SAO and through 
legislation. 

Figure 1
Evolution of Texas’ State Spending and Federal Funds (in billions)

Note. Data is from State Expenditure Report Historical Data Set, 1991-2021, National Association of State Budget Officers, 
(https://www.nasbo.org/mainsite/reports-data/historical-data?attachments=&libraryentry=629bc842-583e-49ac-b206-16be
92cdf1b4&pageindex=0&pagesize=12&search=&sort=most_recent&viewtype=row).

https://link.springer.com/content/pdf/10.1007/s11115-015-0312-4.pdf
https://www.gao.gov/about/what-gao-does/audit-role
https://www.gao.gov/about/what-gao-does/audit-role
https://sao.texas.gov/About/
https://statutes.capitol.texas.gov/Docs/GV/pdf/GV.321.pdf
https://ballotpedia.org/Lieutenant_Governor_of_Texas#Legislative_Audit_Committee
https://ballotpedia.org/Lieutenant_Governor_of_Texas#Legislative_Audit_Committee
https://statutes.capitol.texas.gov/Docs/GV/pdf/GV.321.pdf
https://ballotpedia.org/Lieutenant_Governor_of_Texas
https://statutes.capitol.texas.gov/Docs/GV/pdf/GV.321.pdf
https://www.nasbo.org/mainsite/reports-data/historical-data?attachments=&libraryentry=629bc842-583e-49ac-b206-16be92cdf1b4&pageindex=0&pagesize=12&search=&sort=most_recent&viewtype=row
https://www.nasbo.org/mainsite/reports-data/historical-data?attachments=&libraryentry=629bc842-583e-49ac-b206-16be92cdf1b4&pageindex=0&pagesize=12&search=&sort=most_recent&viewtype=row
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Figure 2 
Legislative Audit Committee Membership Composition

Note. Information reproduced from Texas Government Code Section 321.013(k) and Section 321.020 (https://statutes.capitol.texas.gov/Docs/GV/pdf/
GV.321.pdf), House Bill 3 (https://capitol.texas.gov/tlodocs/86R/billtext/pdf/HB00003F.pdf), House Bill 2374 (https://capitol.texas.gov/tlodocs/87R/
billtext/pdf/HB02374F.pdf) and House Bill 1516 (https://capitol.texas.gov/tlodocs/87R/billtext/pdf/HB01516F.pdf). 

Figure 3
Private Efficiency Audits Initiatives
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https://statutes.capitol.texas.gov/Docs/GV/pdf/GV.321.pdf
https://statutes.capitol.texas.gov/Docs/GV/pdf/GV.321.pdf
https://capitol.texas.gov/tlodocs/86R/billtext/pdf/HB00003F.pdf#navpanes=0
https://capitol.texas.gov/tlodocs/87R/billtext/pdf/HB02374F.pdf#navpanes=0
https://capitol.texas.gov/tlodocs/87R/billtext/pdf/HB02374F.pdf#navpanes=0
https://capitol.texas.gov/tlodocs/87R/billtext/pdf/HB01516F.pdf#navpanes=0
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State Auditor
One of the channels to start an efficiency audit is through 
the audit plan. The SAO is required to submit an audit 
plan annually to the LAC for its approval. The plan con-
tains all the audits (including efficiency audits), reviews, 
and investigations outlined for that year. As presented in 
Figure 4, the state auditor can consider recommendations 
from the Legislative Budget Board (LBB), Sunset Advisory 
Commission (SAC), and State Auditor’s Office when devis-
ing the plan (Section 321.013). It is important to note that 
the development of the audit plan is entirely within the 
discretion of the state auditor, so there is no guarantee that 
an efficiency audit will be conducted on a particular agency 
with any regularity.

The SAO also has the prerogative to hire an independent 
private auditor to conduct an efficiency audit for contracts 
that exceed $100 million annually for the Health and 
Human Services Commission (HHSC; Section 321.013(k)). 
Moreover, the SAO can delegate to state agencies to con-
tract a private audit directly through a competitive selec-
tion process (Section 321.020). In both cases, the SAO 
or the state agency must award the contract to the firm 
offering the best value for the state considering the ser-
vices provided. In addition to price, a number of factors 
may be considered when determining which firm provides 
the best value. These factors include the bidder’s financial 
resources and ability to perform the contract, the bidder’s 
previous and existing compliance with laws relating to the 
contract or service, the bidder’s experience, and the quality 
and availability of the goods or contractual services (Texas 
Government Code Section 2156.007). 

Legislation
The second channel for initiating an efficiency audit is 
through legislation enacted by the Texas Legislature. In 
recent years, the Legislature has taken a leading role in 
requiring efficiency audits of certain public agencies. The 
87th Legislature passed House Bill 2374 (2021), requiring 
a regular efficiency audit of the Department of Family and 
Protective Services (DFPS), and House Bill 1516 (2021), 
requiring an efficiency audit of the state’s implementation 
and administration of the TANF program. Moreover, 
in 2019, the 86th Legislature passed House Bill 3 (2019, 
pp. 1–3), which required local school districts (ISDs) to 
conduct an efficiency audit before holding a vote to increase 
the district’s maintenance and operations tax rate. These 
examples illustrate a key advantage of initiating efficiency 
audits via the legislative channel as opposed to through the 
State Auditor’s Office, namely that legislative action creates a 
legal requirement subjecting specific governmental entities 
to regular oversight.

Theory 
Efficiency audits are a tool to potentially solve the principal-
agent problem in economics (Blume & Voigt, 2011). The 
public (principal) delegates the management of public 
resources to the government or state (agent) for the provision 
of public goods. For the principal, it is costly to observe or 
monitor the agent’s actions. Due to asymmetric information 
or misaligned incentives, the agent might deviate from acting 
in the principal’s best interest. The difference between the 
quantity of public good the principal would have chosen 
and what the agent actually chose is called agency cost. In 
this sense, an efficiency audit is a mechanism to mitigate 
agency costs and ensure that the agent acts in the principal’s 

Figure 4 
Audit Plan Flowchart

Note. Information reproduced from Texas Government Code Section 321.013 (https://statutes.capitol.texas.gov/Docs/GV/pdf/GV.321.pdf).
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https://statutes.capitol.texas.gov/Docs/GV/pdf/GV.321.pdf
https://statutes.capitol.texas.gov/Docs/GV/pdf/GV.321.pdf
https://statutes.capitol.texas.gov/Docs/GV/pdf/GV.321.pdf
https://statutes.capitol.texas.gov/Docs/GV/htm/GV.2156.htm
https://statutes.capitol.texas.gov/Docs/GV/htm/GV.2156.htm
https://capitol.texas.gov/tlodocs/87R/billtext/pdf/HB02374F.pdf#navpanes=0
https://capitol.texas.gov/tlodocs/87R/billtext/pdf/HB01516F.pdf#navpanes=0
https://capitol.texas.gov/tlodocs/86R/billtext/pdf/HB00003F.pdf#navpanes=0
https://capitol.texas.gov/tlodocs/86R/billtext/pdf/HB00003F.pdf#navpanes=0
https://www.sciencedirect.com/science/article/abs/pii/S0176268010000492?via%3Dihub
https://statutes.capitol.texas.gov/Docs/GV/pdf/GV.321.pdf
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best interest. Pragmatically, the agency cost often manifests 
itself in excessive government expenditure, the presence of 
corruption, and a reduction in labor and total productivity 
(Blume & Voigt, 2011). That is why other objectives of 
efficiency audits include cost minimization, elimination 
of unproductive or overlapping programs, and improved 
accountability (Bawole & Ibrahim, 2016).

Literature Review
Most of the academic literature available has studied effi-
ciency audits conducted by SAIs. Research has shown that 
efficiency audits generally lead to positive outcomes. Inside 
the United States, for example, Thompson and St. John 
(2019) report that performance audits have helped reduce 
wasteful expenditures in school districts. In addition, 
Schelker (2008) finds that efficiency audits improve govern-
ment performance ratings measured by the Government 
Performance Project. The rating covers five areas: financial 
management, capital management, human resources man-
agement, managing for results, and information technology 
management. The main mechanism for efficiency audits to 
produce positive outcomes was avoiding corruption and 
identifying waste and misappropriation of public funds. 
Other studies outside the United States reached similar 
conclusions (Morin, 2014; Raudla et al., 2016; Yetano et al., 
2019). 

However, these positive results depend on the institutional 
design of efficiency audits. Not all audits are equally effec-
tive at increasing the efficiency of government performance. 
Elected auditors outperform appointed auditors in this 
regard (Schelker, 2008). Similarly, the implementation of 
auditor recommendations depends on the entity tasked 
with overseeing the follow-up process. Performance audits, 
therefore, have different effects depending on who is doing 
the oversight—a court, legislature, or independent public 
agency—and whether those doing the oversight have the 
power to punish or reward the auditees (Torres et al., 2019; 
Blume & Voigt, 2011; Raudla et al., 2016; Morin, 2014). 
Other important factors affecting an efficiency audit’s 
success are the quality of the audit (Johnsen et al., 2001), its 
perceived usefulness (Yetano et al., 2019), and the auditees’ 
willingness to cooperate (de Lancer Julnes, 2006).   

As mentioned before, the private sector can also perform 
efficiency audits. This alternative can potentially avoid 
some of the shortcomings that are generally attributed 
to the public sector, such as regulatory capture (Stigler, 
1971), rent-seeking (Tullock, 1967; Niskanen, 1968), lack 
of contestability (Hayek, 2016), and corruption (Johnson et 

al., 2011).Consequently, a private auditor can bring an extra 
layer of independence, transparency, and accountability.

Evidence of Past Audit Programs in the United 
States
Efficiency audits of state government programs are nothing 
new in the United States. A number of states and munic-
ipalities have undergone audits that aim to improve the 
efficiency and quality of public services. This section will 
briefly summarize the results of a few notable examples 
of audits that have improved overall service quality and 
yielded millions of dollars per year in savings.

Louisiana Temporary Assistance for Needy Families 
(TANF) Program Efficiency Audit
The Temporary Assistance for Needy Families program 
(TANF) is a federal program that allocates $16.5 billion 
annually across all states to fight child poverty (Louisiana 
Legislative Auditor, 2021, p. 1). It aims to assist low-
income families with children to become economically 
self-sufficient. TANF assistance includes cash transfers, 
vouchers, and job training. It also promotes marriage and 
seeks to prevent out-of-wedlock pregnancies (Louisiana 
Legislative Auditor, 2021, p. 1).

In 2021, the Louisiana Legislative Auditor’s Office con-
ducted an efficiency audit. The Department of Children and 
Family Services (DCFS) administers TANF’s funds in that 
state. The efficiency audit identified major problems and 
recommended the DCFS make the following changes: 

1. To improve fund management, determine how admin-
istrative costs are distributed between contracts and 
subcontracts (Louisiana Legislative Auditor, 2021, p. 11). 

2. Keep track of outcome-based measures to assess 
whether the TANF’s goals are being met (p. 20).

3. Construct an outcome measure to evaluate the 
reduction of out-of-wedlock pregnancies, given that 
Louisiana ranked 2nd highest for out-of-wedlock preg-
nancies between 2014 and 2019 (p. 20).

4. Expand cash assistance programs to promote the work 
participation rate, which was the lowest in the nation at 
3.5% in 2020 (p. 20).

The DCFS accepted and agreed to implement all the recom-
mendations (Louisiana Legislative Auditor, 2021, pp. 11, 20). 
As a result of the efficiency audit, the DCFS will enhance its 

https://www.sciencedirect.com/science/article/abs/pii/S0176268010000492?via%3Dihub
https://link.springer.com/content/pdf/10.1007/s11115-015-0312-4.pdf
https://journals.sagepub.com/doi/pdf/10.1177/1091142119868489
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=957528
https://www.emerald.com/insight/content/doi/10.1108/MAJ-10-2013-0948/full/pdf?casa_token=6j0T_8vSQbYAAAAA:e35SEbYmLj1ur2qB5hNucQ66xI-GPs3T0605YMDUebAlmZ7S-3o5gsqMNXapAT9Kv4Lqxyz9ot2_5gGhvm9ZdTgzSCPBsjGiJExVqyxowVKBUNXNgOo
https://link.springer.com/content/pdf/10.1007/s11115-015-0308-0.pdf
https://onlinelibrary.wiley.com/doi/full/10.1111/ijau.12171?casa_token=NBhXnHJbHdIAAAAA%3A65wysfZ7TFgxvmUdZmWr81qYLpoJFgLv6RJ8o3_pUkLfQIAWg5GHpc_2zdRj2IZokURXmiWg0ggv-oU
https://onlinelibrary.wiley.com/doi/full/10.1111/ijau.12171?casa_token=NBhXnHJbHdIAAAAA%3A65wysfZ7TFgxvmUdZmWr81qYLpoJFgLv6RJ8o3_pUkLfQIAWg5GHpc_2zdRj2IZokURXmiWg0ggv-oU
https://deliverypdf.ssrn.com/delivery.php?ID=134094121066115094070078081090098120021087025040030006018104081106125082029069101023027001056044123040017068002079006116018082102008032018048092096101102120000069029066042024024093101083112109121006098083071095088064118127077005114105000107101105122&EXT=pdf&INDEX=TRUE
https://journals.sagepub.com/doi/pdf/10.1177/0095399716658500
https://www.sciencedirect.com/science/article/abs/pii/S0176268010000492?via%3Dihub
https://link.springer.com/content/pdf/10.1007/s11115-015-0308-0.pdf
https://www.emerald.com/insight/content/doi/10.1108/MAJ-10-2013-0948/full/pdf?casa_token=6j0T_8vSQbYAAAAA:e35SEbYmLj1ur2qB5hNucQ66xI-GPs3T0605YMDUebAlmZ7S-3o5gsqMNXapAT9Kv4Lqxyz9ot2_5gGhvm9ZdTgzSCPBsjGiJExVqyxowVKBUNXNgOo
https://www.tandfonline.com/doi/abs/10.1080/09638180126803
https://onlinelibrary.wiley.com/doi/full/10.1111/ijau.12171?casa_token=NBhXnHJbHdIAAAAA%3A65wysfZ7TFgxvmUdZmWr81qYLpoJFgLv6RJ8o3_pUkLfQIAWg5GHpc_2zdRj2IZokURXmiWg0ggv-oU
https://journals.sagepub.com/doi/pdf/10.1177/1356389006066973
https://www.jstor.org/stable/3003160
https://www.jstor.org/stable/3003160
https://micros21.classes.ryansafner.com/readings/Tullock-1967.pdf
https://www.jstor.org/stable/1831817
https://competitionandappropriation.econ.ucla.edu/wp-content/uploads/sites/95/2018/06/HayekMeaningOfCompetition.pdf
https://link.springer.com/article/10.1007/s11127-010-9634-5
https://link.springer.com/article/10.1007/s11127-010-9634-5
https://app.lla.state.la.us/publicreports.nsf/0/8b3b8d2ff12760d1862587b30083045a/$file/0002563ca.pdf?openelement&.7773098
https://app.lla.state.la.us/publicreports.nsf/0/8b3b8d2ff12760d1862587b30083045a/$file/0002563ca.pdf?openelement&.7773098
https://app.lla.state.la.us/publicreports.nsf/0/8b3b8d2ff12760d1862587b30083045a/$file/0002563ca.pdf?openelement&.7773098
https://app.lla.state.la.us/publicreports.nsf/0/8b3b8d2ff12760d1862587b30083045a/$file/0002563ca.pdf?openelement&.7773098
https://app.lla.state.la.us/publicreports.nsf/0/8b3b8d2ff12760d1862587b30083045a/$file/0002563ca.pdf?openelement&.7773098
https://app.lla.state.la.us/publicreports.nsf/0/8b3b8d2ff12760d1862587b30083045a/$file/0002563ca.pdf?openelement&.7773098
https://app.lla.state.la.us/publicreports.nsf/0/8b3b8d2ff12760d1862587b30083045a/$file/0002563ca.pdf?openelement&.7773098
https://app.lla.state.la.us/publicreports.nsf/0/8b3b8d2ff12760d1862587b30083045a/$file/0002563ca.pdf?openelement&.7773098
https://app.lla.state.la.us/publicreports.nsf/0/8b3b8d2ff12760d1862587b30083045a/$file/0002563ca.pdf?openelement&.7773098
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monitoring, oversight, and execution capabilities to improve 
its outcomes and meet all the TANF’s goals.

Texas Temporary Assistance for Needy Families (TANF) 
Program Efficiency Audit
After the passing of HB 1516 (2021), the SAO selected 
Public Consulting Group (PCG) to conduct an efficiency 
audit for Texas’ TANF program in 2022. The main find-
ing of the audit was a duplication of services for the 
Alternatives to Abortion (A2A) program. From 2018 
to 2021, A2A’s total spending from TANF’s funds was 
$11.2 million and a cost per user of nearly $300 (Public 
Consulting Group, 2022, p. 39). In 2021, total expenditure 
from all sources for A2A was $41 million, representing a 
cost per client of $322 (p. 74) The audit suggests that the 
services currently provided by A2A could potentially be 
absorbed by the Nurse Family Partnership Program, the 
Early Childhood Intervention program (ECI) and the 
Texas Workforce Commission (p. 36). Moreover, PCG 
reports a significant risk of misusing TANF funds given 
A2A’s payment model (p. 73). As a result, funds might be 
directed to ineligible persons and services. Another key 
finding is the lack of resources assigned to TANF’s goal 
of forming and maintaining two-parent families, which 
only received 1% of the total spending (p. 5). The rest of 
TANF’s purposes received more than 10% of the total 
expenditure (p. 5). Finally, PCG indicated that no single 
entity provides training, monitoring, and strategic vision 
for Texas’ TANF program at the state level and within the 
agencies. According to PCG, this lack of oversight has led 
to multiple errors when spending TANF funds (p. 34).

Detroit Public Schools (DPS) Efficiency Audit
In 2009, Alvarez & Marsal, a private professional ser-
vices consulting firm, conducted an efficiency audit of 
Detroit Public Schools (DPS). The auditors developed and 

implemented a five-year plan to eliminate a $305 million 
deficit by streamlining departments, privatizing business 
support services, and improving internal budget processes 
(Alvarez & Marsal, n.d., p. 1). The efficiency audit yielded 
$53 million in annual savings, and by 2013, the district’s 
High Risk classification was removed by the Michigan 
Department of Education due to financial and academic 
improvements (CBS Interactive, 2013). 

Wyoming Statewide Efficiency Audit
In 2018 the state of Wyoming performed a statewide audit 
that cost $1.8 million (Coulter, 2020). The state has already 
saved $6.2 million in cost savings and avoidance (Wyoming 
Spending and Government Efficiency Commission, 2019a, 
p. 2), with another $85 million in potential savings for the 
2021–2022 biennium (Wyoming Spending and Government 
Efficiency Commission, 2019b, p. 79). If all these potential 
savings are realized, the benefit-cost ratio would be 50.7, 
meaning that the efficiency audit would provide the state 
of Wyoming a benefit nearly 51 times greater than the cost 
incurred. 

Kansas Statewide Efficiency Audit
In 2016, an efficiency audit in Kansas suggested 105 rec-
ommendations yielding an estimate of over $2 billion in 
savings over the next five years (Alvarez & Marsal, 2016, 
p. 1). The most significant cuts were proposed in education, 
revenue collection, and Medicaid. According to the Kansas 
Legislative Division of Post Audit (KSLPA), 43 of the 105 
recommendations have been implemented by state agencies, 
with 5 more in progress. The progress report estimated cost 
savings of nearly $50 million for 2019 (Stowe, 2019). 

Recommendations
As shown in Figure 3, efficiency audits in Texas can be initi-
ated through the SAO or legislation. Both channels are used 
on an ad-hoc basis; that is, efficiency audits are targeted for 
a specific state program like TANF or agency like DFPS. We 
recommend passing legislation requiring all state agencies 
to be assessed regularly by a private, independent efficiency 
audit. As a result, the SAO or the Texas Legislature would 
no longer have to carry out this process. All state agencies 
will be automatically subjected to efficiency audits regularly. 
Ideally, the bill should contain the following:

1. Enforcing mechanisms: Recommendations should 
be binding. The SAO can require compliance of any 
recommendations made by the independent, private 
auditor that the state agency has not fully addressed.

We recommend passing legislation 
requiring all state agencies to be 
assessed regularly by a private, 
independent efficiency audit. As 
a result, the State Auditor or the 
Texas Legislature would no longer 
have to carry out this process.

https://capitol.texas.gov/tlodocs/87R/billtext/pdf/HB01516F.pdf
https://sao.texas.gov/reports/main/23-304.pdf
https://sao.texas.gov/reports/main/23-304.pdf
https://sao.texas.gov/reports/main/23-304.pdf
https://sao.texas.gov/reports/main/23-304.pdf#page=3
https://sao.texas.gov/reports/main/23-304.pdf#page=3
https://sao.texas.gov/reports/main/23-304.pdf#page=3
https://sao.texas.gov/reports/main/23-304.pdf#page=3
https://sao.texas.gov/reports/main/23-304.pdf#page=3
https://theaustinbulldog.org/wp-admin/admin-ajax.php?juwpfisadmin=false&action=wpfd&task=file.download&wpfd_category_id=1170&wpfd_file_id=1813&token=ed415ed6b0318903a17a1d949bc3aaae&preview=1
https://www.cbsnews.com/detroit/news/michigan-detroit-schools-no-longer-high-risk/
https://www.wyomingnews.com/news/local_news/experts-legislature-will-need-to-spend-money-to-save-money/article_e9050bb9-3f1f-5f2b-82f6-42a3135b4507.html
https://wyoleg.gov/InterimCommittee/2019/SGE-20190715MeetingMinutes.pdf
https://wyoleg.gov/InterimCommittee/2019/SGE-20190715MeetingMinutes.pdf
https://wyoleg.gov/InterimCommittee/2019/SGE-20190715MeetingMinutes.pdf
https://wyoleg.gov/InterimCommittee/2019/SGE-2019110820191104DraftforCommisisonReview-Updated.pdf
https://wyoleg.gov/InterimCommittee/2019/SGE-2019110820191104DraftforCommisisonReview-Updated.pdf
http://www.kslegresearch.org/KLRD-web/Publications/AppropriationsRevenue/KansasStatewideEfficiencyInterimRpt2016Jan12.pdf
http://www.kslegresearch.org/KLRD-web/Publications/AppropriationsRevenue/KansasStatewideEfficiencyInterimRpt2016Jan12.pdf
https://www.kslpa.org/wp-content/uploads/2019/12/AM-Memo-2019.11.pdf
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2. Frequency: Efficiency audits should be conducted on 
a regular basis. Previous efficiency audit legislation has 
required the audit to be conducted every four years in 
an even-numbered year and published immediately 
preceding a legislative session. This timing allows 
lawmakers to consult the most up-to-date evaluation of 
agency performance as they develop the state’s biennial 
budget.

3. Funding: Efficiency audit funding would be budget 
neutral. The efficiency audit should be funded using 
the resources appropriated by agencies for their regular 
financial audit and should cover any additional costs 
to the State Auditor’s Office. The year that an efficiency 
audit is required, it would replace the agency’s required 
financial audit.

4. Publication, Access, and Diffusion:  The publication 
of the findings and recommendations of the efficiency 
audit should be made available to the public before 
the Legislature convenes. The audit findings should be 
used as input for every policymaker and complement 
other legislative activities like the budget approval and 
sunset process (Sunset Advisory Commission, 2021).

Conclusion 
Private, independent, third-party efficiency audits have 
proven to be an effective tool to improve the performance 
of state agencies. Benefits include cost minimization, better 
performance, enhanced transparency, and more robust 
oversight. The 88th Legislature should build on this foun-
dation by enacting legislation that subjects all state agen-
cies to regular efficiency audits and thereby safeguards the 
proper use of public resources.✯

https://www.sunset.texas.gov/public/uploads/files/reports/Sunset%20in%20Texas%202022-23.pdf
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