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ABSTRACT 

 

Government of Tanzania (GOT) has over the past decades persistently endeavored to 

improve its systems and practice of public expenditure management. There have 

been gaps in procedures and controls for public expenditure management and more 

broadly for financial accountability, this was to a great extent caused by lack of an 

effectively performing internal audit function supports and reinforces the internal 

controls for safeguarding proper custody, use and accounting for the resources of the 

organization.  

Through the use of self administered questionnaires data from internal audit 

department of the national service  were used to evaluate the factors that influencing 

the effectiveness of internal audit in public organization, where as secondary data 

were used to examine to what extent the mentioned factors affects the effectiveness 

of internal auditing in the public organization in Tanzania. The findings of the study 

show that the lack of competent audit staff is ranked as the major problem faced by 

internal auditors in conducting an effective internal auditing. These needs utmost 

consideration and attention of related parties such as the top management and the 

audit committee in their effort for sound governance and accountability in their 

organizations.  

The findings of this study are consistent with the previous studies that highlight the 

importance of internal audit quality to enhance the effectiveness of internal audit 

function. As such, it is essential to highlight and emphasize on internal audit 

competence, objectivity and quality of work performed. Otherwise, internal audit 

function will face difficulties in achieving its’ effectiveness. 

Overall, it can be concluded that the change and improvement of internal audit 

function in the public sector is a lengthy and slow process if existing problems are 

not overcome there for there is need to have an effective internal audit function in 

different governmental departments so as to fasten the process.  
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 CHAPTER ONE 

PROBLEM SETTING 

1.1 Introduction 

This chapter sets out the problem of the study; it contains back ground of the study, 

statement of the research problem, objectives of the study, research questions and 

significance of the study.    

1.2  Background of the study  

The history of auditing can be traced back before 15th Century. The term audit comes 

from the Latin word “auditus” which implies hearing in English. Undoubtedly in its 

earliest sense an audit was an occasion when an accounting officer attended on his 

principal to give an account of his stewardship (Abernethy, 1964:14). There is clear 

indication that from an early date it was customary for an audit of the accounts of the 

manors and estates to be performed. The person whose duty it was to make such an 

examination of accounts became known as the auditor.  

 

It is natural that recent developments in auditing receive considerable attention from 

Accountants. However, early developments and an examination of the influence 

which brought about those early changes, in addition to being interesting in 

themselves, may lead to a better under-standing of what is happening in the present 

and offer clues to what future trends may be (Johnson & Brasseaux, 1965, pp 2-3). It 

is generally recognized that auditing in Great Britain had been instituted to a great 

extent by specific statutory requirements. The principal function of an audit was 

considered to be an examination of the report of stewardship of corporation directors, 

and the most important duty of the auditor was to detect fraud (Johnson & Brasseaux, 

1965, pp 2-3). Internal auditing is therefore a branch of auditing which has come to 

have special meaning of its own. It is a continuous audit normally undertaken by an 

organization’s own staff. At those days prior to expansion in scope and 
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responsibilities it was taken as both an important instrument of financial control and 

an aid to the prevention of waste and inefficiency (Abernethy, 1964:14). 

 

Recently in 1985 the survey had been conducted in 2,000 companies, local 

authorities, government departments and public sector organizations by the Institute 

of Internal Auditors (IIA) in UK to ascertain the ‘state of the art’ of internal auditing 

(Chambers, 1988 p.3). The main impetuses in the growth of internal auditing appear 

to have been associated with times of economic restraint when managements, having 

less opportunity to increase profits by increasing sales, have sought to do so by 

controlling costs. It is probable that internal auditing has been seen as an effective 

agent for this purpose.  

 

The internal auditing function is now generally recognized in most sizable firms as 

an indispensable aid to management in achieving effective control. It has a vital role 

in appraising overall, i.e., both financial and operational, conformance to firm 

policies and in evaluating the efficiency of financial as well as non financial 

operations (Johnson and Brasseaux, 1965). The growth of internal audit over period 

has witnessed a change in concept from the traditional clerk engaged in error 

detection to an independent appraisal activity devoted primarily to managerial 

control. Experience shows that the rapid development of internal auditing within this 

period might be traced in terms of increasing number of corporations having full-

fledged internal auditing departments, or in terms of the number of Certified Public 

Accountants who left public practice for supervisory positions in this new field of 

accounting. 

 

In Tanzania local government authorities, the internal audit cadre had been 

established under the Local Government Finance Act No. 9 of 1982. Although this 

unit has been established in past two decades but it has been ineffective operating in 

local government, government departments, ministries and agencies. As a result of 

poor financial performance in public sector the internal audit unit services were 

activated to function as they are required  in 2002 (Machura, 2007) following the 

issuance of the government circular No.14, of 2002, prior to that internal auditors 
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were performing accounting functions, such as pre-audit/examination of the 

documents before payments are effected.  

1.3 Statement of the R0esearch Problem 

Government of Tanzania (GOT) has over the past decades persistently endeavored to 

improve its systems and practice of public expenditure management. GOT has had an 

Internal Audit Department in the Ministry of Finance (MOF) and other ministries, 

the function has never been effectively carried out (WB, 2005). It has been reported 

that there have been ineffective Internal Audit services in Public Sector, in 

Ministries, Independent Departments and MDAs (Machura, 2007). Also, the local 

Government encountered the same situation as noted on the audit report from 2000 

where by 65% of the Governmental organization received adverse comments with 

only 14% received clean audit reports. The reform efforts began to bear fruit as 

evidenced by internal reports generated by PMO-RALG and by the reports of the 

National Audit Office as in the year 2003, only 23% received adverse audit reports 

while 33% received clean audit reports. PO-RALG promised to work hard to 

improve these figures, including the qualified reports received by the remaining 

Governmental organization as further (Mmari, 2005).  

 

According to the 2009 CAG’s report; there has been an improvement in finance 

management by Governmental organization from financial year 2007/2008 to 

2008/2009, as in 2007/2008 financial year, 58 district councils (54%)  were awarded 

clean audit certificates, while 48 district councils (46%) got qualified certificates. In 

2008/2009 financial year, 63 district councils (58%) were awarded clean audit 

certificates, 48 district councils (41%) were awarded qualified audit certificates while 

1 district council (1%) was awarded an adverse opinion out of total 106 district 

councils in Tanzania. This trend indicates an acceptable improvement in the 

Government financial arrangement from 2000 to 2009.  
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Despite this improvement, there are still irregularities such as poor revenue 

collection, non response to outstanding matters and payments made without proper 

documentations parallel with this, so many researchers have dwelled in this area 

however little emphasis has been put on public organizations in Tanzania. There is 

no specific research which has been done to show factors influencing internal audit 

effectiveness in public organization in Tanzania and specifically the ones located in 

Dar es Salaam region. This study therefore intended to assess the effectiveness of the 

internal audit function in Governmental organization. 

1.4  Objectives of the Study  

The main objective of the study was to evaluate factors influencing effectiveness of 

internal Audit functions in Government organization. Three objectives were 

investigated which are as follows; 

(i) To determine in whether in practice the auditors know and consider the 

determinants for an effective Internal Audit Function   

(ii) To assess the effect of audit standards  in improving internal audit function at 

SUMA JKT 

(iii) To identify challenges in implementation of internal audit function  

1.4 Research Questions 

The study sought to answer the main question; what are the factors influencing 

effectiveness of internal audit in public organizations in Tanzania? The following 

specific questions were answered;   

i)  Do auditors know and consider in practice the determinants of internal audit 

function at SUMA JKT?  

ii)  How are the audit standards affecting Internal Audit function at SUMA JKT?  

iii)  What are the challenges faced in implementing in the guidelines and policies 

in SUMA JKT? 
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1.5 Significance of the Study 

 

The findings of the study are expected to provide relevant information on the 

effectiveness of internal control in public institutions, SUMA JKT in particular, and 

in doing so, help the management and accounting staff of SUMA JKT and other 

public institutions to come up with measures to improve the effectiveness of internal 

control in their respective organizations. Also, the findings of the study may act as a 

stepping stone for future students and researchers who want to conduct studies on the 

same or similar topics whereby the study may provide secondary sources for 

referring or secondary data for further analysis to be carried out.  
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CHAPTER TWO 

LITERATURE REVIEW 

2.1  Introduction 

This chapter gives overview of literatures and ideas on related researches done by 

other scholars; it provides theories, concepts, and previous research findings 

pertaining to research problem with the aim of establishing the theoretical, empirical 

and conceptual framework base of the study. It also gives literatures review found 

and establish the gap between what has been explained by other authors theoretically 

and empirically and what has not been explained (Kulwa, 2008).  

 

In addition it gives an overview of the recent awareness in the field of study, its 

boundaries, and how the study fits in the wider context. (Gill and Johnson, 2002) and 

the words of Jankowicz’s (2005:161) “There is little point in reinventing the 

wheel……., the work that you do is not done in a vacuum, but builds on the ideas of 

other people who have studied the field before you. This requires you to describe 

what has been published by and to marshal the information in a relevant and critical 

way”.  

2.2  Definition of Concepts 

Internal Auditing: There have been widespread views of what is internal auditing and 

its key parts. The differences arise on the aspect of scope, and the role played by 

internal auditors in their organisations (Machura, 2007). This can be identified by 

means of some main official definitions of internal auditing. The Institute of Internal 

Auditors (March, 2007) defines Internal auditing as “an independent, objective 

assurance and consulting activity designed to add value and improve an 

organization’s operation. It helps an Organisation to accomplish its objectives by 

bringing a systematic, disciplined approach to evaluate and improve effectiveness of 

risk management, control and governance process”.   
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Temu and King’ori, (2000), define internal audit as “an independent appraisal 

function established by the management of an organization for the review of internal 

control system as a service to the management. It objectively examines, evaluates, 

and reports on the adequacy of the internal control as a contribution to the proper, 

economic, efficient and effective use of resources”. 

 

Johnson and Brasseausx, (1987) define internal auditing as “an independent appraisal 

activity within an organization for the review of accounting, financial and other 

operations as a basis for service to management. It is a managerial control, which 

functions by measuring and evaluating the effectiveness of the other controls”. 

 

Regulation No. 33 of the public finance regulations (PFR, 2001 revised in June, 

2004) defines internal auditing as: “an independent appraisal established within a 

ministry, department, or agency or other reporting unit which operates as a service to 

the head of the unit involved, of which it controls activity functions by examining 

and evaluating the adequacy and effectiveness of internal controls in the unit 

reviewed and for conducting operational/value for money audits throughout the unit 

in order to ensure that proper systems exist throughout the unit.” 

 

The above definitions differ to a certain extent in scopes and the roles played by the 

internal auditors within the organizations, but they all put emphasis on internal 

auditing as a staff function, independent of accounting and operating process, and 

responsible to a number of top management, most commonly the executives, 

although the definition provided by the PFR is more broad in scope and explanation 

to what internal auditing is. 

In support of this study the definition provided by the PFR seems to be more 

appropriate and have it will be adopted preferably used in this research in assessing 

the factors that affect the effectiveness of internal auditing in LGAs.  
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“Internal audit: The Institute of Internal Auditors New York (2009) defines Internal 

Audit as an independent, appraisal activity within an organization for the review of 

accounting, financial and other operations on the basis as a basis of service to the 

organization. It is a managerial control which functions by measuring and evaluating 

the effectiveness of other controls”. 

 

Independence: As the definition acknowledges, internal audit keep this independent 

appraisal activity. It is crucial then to note here that the word “independent” is 

important, even though it gets neutralized by the fact that it is within an organization. 

Independence stands for an internal auditor being able to report on material facts and 

figures, uninfluenced by any favor or frown (Oxford Advanced Learner’s Dictionary 

(2000).  

 

It is to be understood that the International Auditing Guidelines relating to “Using 

the work of an internal auditor” reads as follows “An internal audit function is part of 

the entity and irrespective of the degree of its autonomy and objectivity cannot be the 

prime criterion for independence”. This is because the reporting relationship may 

influence his decisions and reporting patterns. 

 

Effectiveness: An effective internal audit function will add value and improve an 

organization’s operations. Oxford Dictionary defines effective as having an effect or 

able to bring about the result intended Dittenhofer (2001) and Omar, et al. (2007) 

defined effectiveness as the achievement of the objectives and goals. Beckmerhagen, 

et al. (2004) stated that in order to adequately measure audit effectiveness, evaluation 

must not done only on results of the audit against the planned objectives, but also the 

audit process (planning, execution to reporting and follow-up) and resources (auditor 

independence and competence). Omar, et al. (2007) explained that the effectiveness 

concept in the public sector focuses on the outcome or impact of a program or 

activity rendered to the public. A program is said to be effective if its outcome met 

its objective(s). Oxford Advanced Learner’s Dictionary (2000), defines effective as 
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“producing the result that is wanted or intended; producing a successful result”. 

Mrema, (2008) defines effectiveness as “the achievement of goals and objectives 

using the factor measures provided for determining such achievement. This means 

that the effectiveness is the measure of performance of the intended/planned 

objective”.  

 

While (Mwakalinga, 2005) pointed out that “to be effective, the audit function must 

be staffed with adequate number of qualified personnel appropriate to size of the 

company, internal auditors must have acknowledged support of top management and 

the board of directors through its audit committee, and internal audits should be done 

objectively.” For the sake of this research study the definition provided by Mrema 

(2008) seemed to be more appropriate and is applied throughout this study.  

2.3  Theoretical Review 

Number of theories exist which had been tested time and again by different scholars 

in association with accounting, management and auditing. However, three of these 

theories are considered important in accounting, auditing and management. These 

theories are contingency theory, stakeholder theory and agency theory. According to 

contingency theory, an organization must identify specific aspects of an accounting 

system which is associated with certain defined circumstances and demonstrate an 

appropriate matching (Otley, 1980). Stakeholder theory, however, suggests that the 

corporate responsibilities and duties are not only restricted to shareholders but also 

extended to stakeholders like employees, creditors, prospective investors and 

shareholders, governmental and professional bodies, environmentalists, customers 

and suppliers (Culpan & Trussel, 2005).  

 

It is argued that each stakeholder has a right to be treated as an end, and not solely as 

means to an end (Shankman, 1999). These two theories seem to discuss the operating 

circumstances from where the firm operates (contingency) and the primary 

relationship between external stakeholders and the organization as the whole. 

However, internal auditing seems to be more relevant in explaining the agency 
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problems arising from within the organization, although internal auditing indirectly 

explains the relationship between internal and external environment as the result of 

new definition of internal auditing by IIA in 2000. The issues of business ethics as a 

result of agency relationship has been discussed thoroughly by Culpan & Trussel 

(2005) who based their study on the famous Enron case. Internal auditing is the 

means which can be used by the public organizations like SUMA JKT to reduce the 

agency problem by monitoring the activities of the management for the benefit of all 

stakeholders. 

2.3.1  Legal Aspects on Audit of the Public Sector 

The Office of the Controller and Auditor General of the United Republic of Tanzania 

is a constitutional office established in accordance with Article 143 of the 

Constitution of the United Republic of Tanzania 1977 as amended from time to time. 

Public Audit in Tanzania is emphasized under the Public Audit Act No. 11 of 2008 

and under Sect.44 (2) of the Public Procurement Act No.21 of 2004.  

 

The Controller and Auditor General is mandated to audit all Public Authorities and 

Other Bodies at least once in every financial year as spelled out under Article 143 (5) 

of the Constitution of the URT as revised from time to time and as amplified under 

section 32 of the Public Audit Act No 11 of 2008. In connection with that, Section 33 

of the Public Audit Act No. 11 of 2008 empowers the Controller and Auditor 

General to authorize any eligible person /entity to inspect, examine or audit on his 

behalf the books of account of anybody that the CAG may be required to audit. In 

understanding the legal framework governing the audit of Public Authorities and 

Other Bodies, one has to take into consideration of the fact that a number of Public 

Authorities and Other Bodies are required to operate under the accrual basis of 

accounting system which will necessitate these authorities to be IFRSs or IPSAS‟s 

compliant. In such situation, the Public Authorities legal framework governing their 

financial reporting and auditing will either be the Companies Act No.12 of 2002 or 

the enabling Acts of Parliament of the respective Public Authorities and Other 

bodies.  
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To ensure that public sectors comply with IFRSs or IPSAS‟s, the cadre of internal 

auditing in Tanzania has been established under section 45(1) of the Local 

Government Finance Act of 1982, (later revised in June, 2004). This section 

describes Internal Audit as a statutory function within every Local Government 

Authority that requires every urban and district council's accounts to be audited 

internally by an internal auditor employed by the authority concerned. Therefore 

internal auditors are the employees of the councils and Executive Directors have 

powers over them (internal auditors are reporting to District/Town/Municipal/City 

Council Directors). 

 

2.3.2 Internal Audit Objectives 

The objective and scope of Internal Audit shall be to determine whether the SUMA 

JKT’S network of risk management, control and governance processes , its designed 

and represented by management is adequate and functioning I n an manner to ensure 

to insure: 

(i) Risks are appropriately identified and managed 

(ii) Interaction with the various governance groups occurs as needed 

(iii) Significant financial managerial and operating information is accurate, 

reliable and timely:. 

(iv) Employee’s actions are in compliance with policies, standards, procedures, 

and applicable laws and regulations; 

(v) Resources are acquired economically, used efficiently and adequately 

protected; 

(vi) Programs plans and objectives are achieved; 

(vii) Quality and continuous improvement are fostered in the SUMA JKT’s 

control process 
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(viii) Significant legislative or regulatory issues impacting the SUMA JKT are 

recognized  and addressee properly  

2.4  General Roles of Internal Auditors 

Ensuring that there is an internal control system in place; The auditor has to ensure 

that the board of directors and the management are acting responsibly towards the 

shareholders’ investment interest i.e. no leakages are taking place in the investment 

side; no wastage on the expenditure and if there is propriety of expenditure or not. 

By maintaining vigilance and objectivity the auditors can add value to share holders 

by ensuring the company’s internal controls are strong and effective (Speech made at 

the ACCA Centenary Conference held in Lahore University of management science 

on 10th May 2004). 

 

Decision making, accountability and monitoring; Corporate governance involves 

corporate decision making accountability and monitoring; for a manager to make 

decision there must be relevant and reliable information. Accountability involves 

measuring, reporting and transparency and monitoring involves systems and 

feedback. Without the auditor playing his role of checking whether the financial 

information given to investors is reliable then the manager can be able to make any 

economic decision (FSI Seminar on Corporate governance for Bank held at Hong 

Kong 20th June 2006). 

 

Helps in risk management; Internal auditors have two key roles to play in relation to 

organization risk management which are ensuring the company’s risk management 

system operates effectively and ensuring strategies implemented in respect of 

business risk operate effectively. 

 

Auditing standards: Adequate disclosure and enforcement; The auditor is concerned 

in ensuring that good auditing standards are applied since they have the role to 

ensure that factors such as objectives, integrity and independence which are essential 

in his performance. However other factors like enforcement and disclosure standards 

are also important. The crucial role played by  enforcement in investors protection 
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laws and disclosure standards in corporate governance ;it contented that investor 

ownership is likely to be diffuse , but that ownership is not only likely to be distinct 

from control in common law countries. For effective enforcement to take place, 

shareholder litigating and bankrupt laws must be vital routes to ensuring that investor 

rights are protected. Johnson and Brasseaux (1965) identify some basic objectives of 

auditing activity as service to management to involve activities such as: Reviewing 

and appraising the soundness, adequacy and application of  accounting financial and 

operating controls; ascertain the extent of compliance with established policies, plans 

and procedures; ascertain extent to which company assets are accounted for, and 

safeguarded from losses and procedures; ascertain the reliability of accounting within 

the organization and appraising the quality of performance in carrying out assigned 

responsibilities. 

2.4.1  Role in internal control 

Internal auditing activity is primarily directed at evaluating internal control. Under 

the COSO Framework, internal control is broadly defined as a process, effected by 

an entity's board of directors, management, and other personnel, designed to provide 

reasonable assurance regarding the achievement of the following core objectives for 

which all businesses strive: 

(i) Effectiveness and efficiency of operations. 

(ii) Reliability of financial and management reporting. 

(iii) Compliance with laws and regulations. 

(iv) Safeguarding of Assets 

Management is responsible for internal control, which comprises five critical 

components: the control environment; risk assessment; risk focused control 

activities; information and communication; and monitoring activities. Managers 

establish policies, processes, and practices in these five components of management 

control to help the organization achieve the four specific objectives listed above. 

Internal auditors perform audits to evaluate whether the five components of 

http://en.wikipedia.org/wiki/Internal_control
http://en.wikipedia.org/wiki/Committee_of_Sponsoring_Organizations_of_the_Treadway_Commission
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management control are present and operating effectively, and if not, provide 

recommendations for improvement. 

2.4.2  Role in risk management 

Internal auditing professional standards require the function to evaluate the 

effectiveness of the organization's Risk management activities. Risk management is 

the process by which an organization identifies, analyzes, responds, gathers 

information about, and monitors strategic risks that could actually or potentially 

impact the organization's ability to achieve its mission and objectives. 

Under the COSO enterprise risk management (ERM) Framework, an organization's 

strategy, operations, reporting, and compliance objectives all have associated 

strategic business risks - the negative outcomes resulting from internal and external 

events that inhibit the organization's ability to achieve its objectives. Management 

assesses risk as part of the ordinary course of business activities such as strategic 

planning, marketing planning, capital planning, budgeting, hedging, incentive payout 

structure, credit/lending practices, mergers and acquisitions, strategic partnerships, 

legislative changes, conducting business abroad, etc. Sarbanes-Oxley regulations 

require extensive risk assessment of financial reporting processes. Corporate legal 

counsel often prepares comprehensive assessments of the current and potential 

litigation a company faces. Internal auditors may evaluate each of these activities, or 

focus on the overarching process used to manage risks entity-wide. For example, 

internal auditors can advise management regarding the reporting of forward-looking 

operating measures to the Board, to help identify emerging risks; or internal auditors 

can evaluate and report on whether the board and other stakeholders can have 

reasonable assurance the organization's management team has implemented an 

effective enterprise risk management program. 

In larger organizations, major strategic initiatives are implemented to achieve 

objectives and drive changes. As a member of senior management, the Chief Audit 

Executive (CAE) may participate in status updates on these major initiatives. This 

places the CAE in the position to report on many of the major risks the organization 

http://en.wikipedia.org/wiki/Risk_management
http://en.wikipedia.org/wiki/Committee_of_Sponsoring_Organizations_of_the_Treadway_Commission
http://en.wikipedia.org/wiki/Sarbanes-Oxley
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faces to the Audit Committee, or ensure management's reporting is effective for that 

purpose. 

Internal auditors may help companies establish and maintain Enterprise Risk 

Management processes. Internal auditors also play an important role in helping 

companies execute a SOX 404 top-down risk assessment. In these latter two areas, 

internal auditors typically are part of the risk assessment team in an advisory role. 

2.4.3  Role in corporate governance 

Internal auditing activity as it relates to corporate governance has in the past been 

generally informal, accomplished primarily through participation in meetings and 

discussions with members of the Board of Directors. According to COSO's ERM 

framework, governance is the policies, processes and structures used by the 

organization’s leadership to direct activities, achieve objectives, and protect the 

interests of diverse stakeholder groups in a manner consistent with ethical standards. 

The internal auditor is often considered one of the "four pillars" of corporate 

governance, the other pillars being the Board of Directors, management, and the 

external auditor. 

A primary focus area of internal auditing as it relates to corporate governance is 

helping the Audit Committee of the Board of Directors (or equivalent) perform its 

responsibilities effectively. This may include reporting critical management control 

issues, suggesting questions or topics for the Audit Committee's meeting agendas, 

and coordinating with the external auditor and management to ensure the Committee 

receives effective information. In recent years, the IIA has advocated more formal 

evaluation of Corporate governance, particularly in the areas of board oversight of 

enterprise risk, corporate ethics, and fraud. 

2.5   Internal audit reports 

Internal auditors typically issue reports at the end of each audit that summarize their 

findings, recommendations, and any responses or action plans from management. An 

audit report may have an executive summary; a body that includes the specific issues 

http://en.wikipedia.org/wiki/Enterprise_Risk_Management
http://en.wikipedia.org/wiki/Enterprise_Risk_Management
http://en.wikipedia.org/wiki/SOX_404_top-down_risk_assessment
http://en.wikipedia.org/wiki/Corporate_governance
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or findings identified and related recommendations or action plans; and appendix 

information such as detailed graphs and charts or process information. Each audit 

finding within the body of the report may contain five elements, sometimes called 

the "5 C's": 

a) Condition: What is the particular problem identified? 

b) Criteria: What is the standard that was not met? The standard may be a 

company policy or other benchmark. 

c) Cause: Why did the problem occur? 

d) Consequence: What is the risk/negative outcome (or opportunity foregone) 

because of the finding? 

e) Corrective action: What should management do about the finding? What have 

they agreed to do and by when? 

The recommendations in an internal audit report are designed to help the 

organization achieve effective and efficient governance, risk and control processes 

associated with operations objectives, financial and management reporting 

objectives; and legal/regulatory compliance objectives. 

Audit findings and recommendations may also relate to particular assertions about 

transactions, such as whether the transactions audited were valid or authorized, 

completely processed, accurately valued, processed in the correct time period, and 

properly disclosed in financial or operational reporting, among other elements. 

Under the IIA standards, a critical component of the audit process is the preparation 

of a balanced report that provides executives and the board with the opportunity to 

evaluate and weigh the issues being reported in the proper context and perspective. 

In providing perspective, analysis and workable recommendations for business 

improvements in critical areas, auditors help the organization meet its objectives. 

2.6  Measuring the internal audit function 

The measurement of the internal audit function can involve a balanced scorecard 

approach. Internal audit functions are primarily evaluated based on the quality of 

http://en.wikipedia.org/wiki/Balanced_scorecard


 

17 
 

counsel and information provided to the Audit Committee and top management. 

However, this is primarily qualitative and therefore difficult to measure. "Customer 

surveys" sent to key managers after each audit engagement or report can be used to 

measure performance, with an annual survey to the Audit Committee. Scoring on 

dimensions such as professionalism, quality of counsel, timeliness of work product, 

utility of meetings, and quality of status updates are typical with such surveys. 

Understanding the expectations of senior management and the audit committee 

represent important steps in developing a performance measurement process, as well 

as how such measures help align the audit function with organizational priorities.  

2.7  Reporting of critical findings 

The Chief Audit Executive (CAE) typically reports the most critical issues to the 

Audit Committee quarterly, along with management's progress towards resolving 

them. Critical issues typically have a reasonable likelihood of causing substantial 

financial or reputational damage to the company. For particularly complex issues, the 

responsible manager may participate in the discussion. Such reporting is critical to 

ensure the function is respected, that the proper "tone at the top" exists in the 

organization, and to expedite resolution of such issues. It is a matter of considerable 

judgment to select appropriate issues for the Audit Committee's attention and to 

describe them in the proper context. 

2.8  Skills Internal Auditors Should Posses  

Chambers et al, (1988 p. 6) explains that among the issues which have a great impact 

upon the development of internal auditing in the future is the use of specialists in 

internal auditing – trend which already noticeable.  The international survey carried 

out by the IIA from 1968 to 1985; show that the employment from other disciplines 

(tax, management, work study) is being practiced by a large number of organisations. 

Another international survey done in UK in 1983 showed that 23% of the internal 

auditors employed are computer specialists. An auditor is concerned with the 

reporting on financial matters of business and other institutions. Financial matters 

http://en.wikipedia.org/wiki/Chief_Audit_Executive
http://en.wikipedia.org/wiki/Audit_Committee
http://en.wikipedia.org/wiki/Tone_at_the_top
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inherently are to be set with the problems of human fallibility; errors and frauds are 

frequent.  

 

The qualities required, according to Dicksee, are tact, caution, firmness, good 

temper, integrity, discretion, industry, judgment, patience, clear headedness and 

reliability. In short, all those personal qualities that goes to make a good businessman 

contribute to the making of a good auditor. In addition, he must have the shine of 

culture for attaining a great height. He must have the highest degree of integrity 

backed by adequate independence. In fact, AAS-1 mentions integrity, objectivity and 

independence as one of the basic principles. 

 

He must have a thorough knowledge of the general principles of law which govern 

matters with which he is likely to be in intimate contact. The Companies Act, and the 

Partnership Act, need special mention but mercantile law, specially the law relating 

to contracts, is no less important. Needless to say, where undertakings are governed 

by a special statute, its knowledge will be imperative; in addition, a sound knowledge 

of the law and practice of taxation is unavoidable. 

 

He must pursue an intensive programme of theoretical education in subjects like 

financial and management accounting, general management, business and corporate 

laws, computers and information systems, taxation, economics, etc. Both practical 

training and theoretical education are equally necessary for the development of 

professional competence of an auditor for undertaking any kind of audit assignment. 

 

The auditor should be equipped not only with a sufficient knowledge of the way in 

which business generally is conducted but also with an understanding of the special 

features peculiar to a particular business whose accounts are under audit. AAS-8 on 

‘Audit Planning’ emphasises that an auditor should have adequate knowledge of the 

client’s business. The auditor, who holds a position of trust, must have the basic 

human qualities apart from the technical requirement of professional training and 

education. He is called upon constantly to critically review financial statements and it 

is obviously useless for him to attempt that task unless his own knowledge is that of 
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an expert. An exhaustive knowledge of accounting in all its branches is the sine qua 

non of the practice of auditing. He must know thoroughly all accounting principles 

and techniques. 

 

Auditing is a profession calling for wide variety of knowledge to which no one has 

yet set a limit; the most useful part of the knowledge is probably that which cannot 

be learnt from books because its acquisition depends on the alertness of the mind in 

applying to ever varying circumstances, the fruits of his own observation and 

reflection; only he who is endowed with common sense in adequate measure can 

achieve it. Lord Justice Lindley in the course of the judgment in the famous London 

& General Bank case had succinctly summed up the overall view of what an auditor 

should be as regards the personal qualities. He said, “an auditor must be honest that 

is, he must not certify what he does not believe to be true and must take reasonable 

care and skill before he believes that what he certifies is true”. So far we have 

discussed the question of formal qualifications of an auditor. But it is not enough to 

realize what an auditor should be. He is concerned with the reporting on financial 

matters of business and other institutions. Financial matters inherently are to be set 

with the problems of human fallibility; errors and frauds are frequent. 

 

The qualities required, according to Dicksee, are tact, caution, firmness, good 

temper, integrity, discretion, industry, judgment, patience, clear headedness and 

reliability. In short, all those personal qualities that goes to make a good businessman 

contribute to the making of a good auditor. In addition, he must have the shine of 

culture for attaining a great height. He must have the highest degree of integrity 

backed by adequate independence. In fact, AAS-1 mentions integrity, objectivity and 

independence as one of the basic principles. 

 

He is called upon constantly to critically review financial statements and it is 

obviously useless for him to attempt that task unless his own knowledge is that of an 

expert. An exhaustive knowledge of accounting in all its branches is the sine qua non 

of the practice of auditing. He must know thoroughly all accounting principles and 

techniques. 
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Auditing is a profession calling for wide variety of knowledge to which no one has 

yet set a limit; the most useful part of the knowledge is probably that which cannot 

be learnt from books because its acquisition depends on the alertness of the mind in 

applying to ever varying circumstances, the fruits of his own observation and 

reflection; only he who is endowed with common sense in adequate measure can 

achieve it. 

 

Lord Justice Lindley in the course of the judgment in the famous London & General 

Bank case had succinctly summed up the overall view of what an auditor should be 

as regards the personal qualities. He said, “an auditor must be honest that is, he must 

not certify what he does not believe to be true and must take reasonable care and skill 

before he believes that what he certifies is true”. 

2.9  Basic Principles of Auditing 

AAS-1 describes the basic principles, which govern the auditor's professional 

responsibilities and which should be complied with whenever an audit is carried out. 

These are:- 

 

Integrity, objectivity and independence: The auditor should be straightforward, 

honest and sincere in his approach to his professional work. He must be fair and must 

not allow prejudice or bias to override his objectivity. He should maintain an 

impartial attitude and appear to be free of any interest which might be regarded. 

Whatever it's actual effect, as being incompatible with integrity and objectivity. 

 

Confidentiality: The auditor should respect the confidentiality of information 

acquired in the course of his work and should not disclose any such information to a 

third party without specific authority or unless there is legal or professional duty to 

disclose. It is remarked that an auditor should keep his ears and eyes open but his 

mouth shut. 

 

 Skill and competence: The audit should be performed and the report prepared with 

due professional care by persons who have adequate training, experience and 
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competence. This can be acquired through a combination of general education, 

technical knowledge obtained through study and formal courses concluded by a 

qualifying examination recognized for this purpose and practical experience under 

proper supervision. 

 

Work performed by others: When the auditor delegates work to assistant* or uses 

work performed by other auditors or experts, he will continue to be responsible for 

forming and expressing his opinion on the financial information. At the same time he 

is entitled to rely on work performed by others provided he exercises adequate skills 

and care and is not aware of any reason to believe that he should not have relied. The 

auditor should carefully direct, supervise & review work delegated by assistants. He 

should obtain reasonable assurance that work performed by other auditors or experts 

is adequate for this purpose. 

 

Documentation: The auditor should document matters, which are important in 

providing evidence that the audit was carried out in accordance with the basic 

principles. 

 

Planning: The auditor should plan his work to enable him to conduct an effective 

audit in an efficient and timely manner. Plans should be based on knowledge of 

client's business. They should be further developed and revised, if required, during 

the course of audit. 

 

Audit evidence: The auditor should obtain sufficient appropriate audit evidence 

through the performance of compliance and substantive test procedure. It will enable 

him to draw reasonable conclusions there from on which he has to base his opinion 

on the financial information. 

 

Accounting system & internal control: The auditor should gain an understanding of 

the accounting system and related internal controls. He should study and evaluate the 

operation of those internal controls upon which he wishes to rely in determining the 

nature, timing and extent of other audit procedures. 
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Audit conclusions and reporting: The auditor should review and assess the 

conclusions drawn from the audit evidence obtained and from his knowledge of 

business of the entity as the basis for the expression of his opinion on the financial 

information. The audit report should contain a written expression of opinion of the 

financial information. It should comply with the legal requirements. In case of a 

qualified opinion, adverse opinion or disclaimer of opinion is given or reservation on 

any matter is to be made reasons thereof. 

2.10  Factors Influencing Effectiveness of Internal Auditing 

There are a lot of factors that influence the effectiveness of the internal auditing. 

These factors differ from one country to another and to a great extent they are 

determined by the level of development and evolution of internal audit and the state 

of technology of a country. Proper classifications of these factors to a great extent 

depend upon the intended/planned objective (Mrema, 2008).  

 

In a consultative forum in Nairobi, Kenya, on internal auditing in the public sector: 

Shores up best practices for government audit professionals in developing nations. 

The participants argued that the state of internal auditing in the public sector varies 

widely from nation to nation. They also suggested that the effectiveness of the 

internal audit function depends upon the following factors; 

 

True independence; A formal mandate from the board or audit committee would give 

the internal audit function the authority to audit anything that, in its professional 

opinion, impacts the effectiveness of governance, risk management, and control 

processes. In addition to that they emphasis that other factors, like internal auditing 

having its own budget , the power of  internal audit manager to allocate budget as he 

or she sees fit and the authority that appoints the internal audit manager to a great 

extent determine the internal audit effectiveness. 

A good understanding of issues facing the organization; internal auditing needs to 

function effectively as a member of the organizational team so as to create good 
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understanding of issues facing the organization and he must understand the daily 

challenges faced by management and structure its work accordingly. 

 

Responsiveness to management's needs; the internal auditors’ ability to respond to 

management follows from an understanding of organizational challenges an Ad hoc 

assignment is one way of staying relevant to management's needs. 

 

The ability to assess, advice, and ensure the management of key business risks; To 

increase audit efficiency, internal auditors should concentrate on areas that carry the 

highest degree of risk. The ability to establish a reliable risk profile is crucial to audit 

effectiveness.  

 

Contribution to performance improvement; unless internal auditing can consistently 

show that its work contributes to better service delivery, it will be difficult to ensure 

management backing for investment in the audit function. A non-value-added audit 

organization in the public sector could also hamper any attempts for increased 

transparency and account-ability in governance. 

 

Proactive communication with management; to ensure continued audit effectiveness, 

internal audit leaders should follow events in the organization closely and maintain a 

running dialogue with management. 

 

Implementation of recommendations; The number of recommendations implemented 

is a highly relevant measure of audit effectiveness. A high proportion of 

recommendations implemented suggest that management is convinced of the audit 

function's usefulness. 

 

Matching of skills set to needs; In order to be effective the forum suggested that 

should be adequately staffed with a number of skilled personnel, the audit manager 
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should have the authority to fire and recruit staff and he or she could plan and 

implement a training program and allow funds for certification. 

 

Use of technology to "work smarter"; Technology must actively contribute to audit 

efficiency and effectiveness. Computerization without planning can be counter-

productive, cementing existing problems instead of helping to solve them 

(Gansberghe, 2005). 

 

Attitude of Finance Committee and Full Council; Section 45(1) of the Local 

Authority Finance Act No. 9 0f 1982 state that internal auditor should report to the 

Council Director and his report later sent to Finance Committee via the Management 

of the Council. This section does not allow the internal auditor to have direct 

communication with either Finance Committee or Full Council. This makes the 

internal auditor to be less independent and they have no room to communicate direct 

with councilors. 

 

2.11  Skills Internal Auditors Should Posses  

Chambers et al, (1988 p. 6) explains that among the issues which have a great impact 

upon the development of internal auditing in the future is the use of specialists in 

internal auditing – trend which already noticeable.  The international survey carried 

out by the IIA from 1968 to 1985; show that the employment from other disciplines 

(tax, management, work study) is being practiced by a large number of organisations. 

Another international survey done in UK in 1983 showed that 23% of the internal 

auditors employed are computer specialists. An auditor is concerned with the 

reporting on financial matters of business and other institutions. Financial matters 

inherently are to be set with the problems of human fallibility; errors and frauds are 

frequent.  

The qualities required, according to Dicksee, are tact, caution, firmness, good 

temper, integrity, discretion, industry, judgment, patience, clear headedness and 

reliability. In short, all those personal qualities that goes to make a good businessman 
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contribute to the making of a good auditor. In addition, he must have the shine of 

culture for attaining a great height. He must have the highest degree of integrity 

backed by adequate independence. In fact, AAS-1 mentions integrity, objectivity and 

independence as one of the basic principles. 

 

He must have a thorough knowledge of the general principles of law which govern 

matters with which he is likely to be in intimate contact. The Companies Act, and the 

Partnership Act, need special mention but mercantile law, specially the law relating 

to contracts, is no less important. Needless to say, where undertakings are governed 

by a special statute, its knowledge will be imperative; in addition, a sound knowledge 

of the law and practice of taxation is unavoidable. 

 

He must pursue an intensive programme of theoretical education in subjects like 

financial and management accounting, general management, business and corporate 

laws, computers and information systems, taxation, economics, etc. Both practical 

training and theoretical education are equally necessary for the development of 

professional competence of an auditor for undertaking any kind of audit assignment. 

 

The auditor should be equipped not only with a sufficient knowledge of the way in 

which business generally is conducted but also with an understanding of the special 

features peculiar to a particular business whose accounts are under audit. AAS-8 on 

‘Audit Planning’ emphasizes that an auditor should have adequate knowledge of the 

client’s business. The auditor, who holds a position of trust, must have the basic 

human qualities apart from the technical requirement of professional training and 

education. He is called upon constantly to critically review financial statements and it 

is obviously useless for him to attempt that task unless his own knowledge is that of 

an expert. An exhaustive knowledge of accounting in all its branches is the sine qua 

non of the practice of auditing. He must know thoroughly all accounting principles 

and techniques. 

 

Auditing is a profession calling for wide variety of knowledge to which no one has 

yet set a limit; the most useful part of the knowledge is probably that which cannot 
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be learnt from books because its acquisition depends on the alertness of the mind in 

applying to ever varying circumstances, the fruits of his own observation and 

reflection; only he who is endowed with common sense in adequate measure can 

achieve it. Lord Justice Lindley in the course of the judgment in the famous London 

& General Bank case had succinctly summed up the overall view of what an auditor 

should be as regards the personal qualities. He said, “an auditor must be honest that 

is, he must not certify what he does not believe to be true and must take reasonable 

care and skill before he believes that what he certifies is true”. So far we have 

discussed the question of formal qualifications of an auditor. But it is not enough to 

realize what an auditor should be. He is concerned with the reporting on financial 

matters of business and other institutions. Financial matters inherently are to be set 

with the problems of human fallibility; errors and frauds are frequent. 

 

The qualities required, according to Dicksee, are tact, caution, firmness, good 

temper, integrity, discretion, industry, judgment, patience, clear headedness and 

reliability. In short, all those personal qualities that goes to make a good businessman 

contribute to the making of a good auditor. In addition, he must have the shine of 

culture for attaining a great height. He must have the highest degree of integrity 

backed by adequate independence. In fact, AAS-1 mentions integrity, objectivity and 

independence as one of the basic principles. 

 

He is called upon constantly to critically review financial statements and it is 

obviously useless for him to attempt that task unless his own knowledge is that of an 

expert. An exhaustive knowledge of accounting in all its branches is the sine qua non 

of the practice of auditing. He must know thoroughly all accounting principles and 

techniques. 

 

Auditing is a profession calling for wide variety of knowledge to which no one has 

yet set a limit; the most useful part of the knowledge is probably that which cannot 

be learnt from books because its acquisition depends on the alertness of the mind in 

applying to ever varying circumstances, the fruits of his own observation and 
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reflection; only he who is endowed with common sense in adequate measure can 

achieve it. 

 

Lord Justice Lindley in the course of the judgment in the famous London & General 

Bank case had succinctly summed up the overall view of what an auditor should be 

as regards the personal qualities. He said, “an auditor must be honest that is, he must 

not certify what he does not believe to be true and must take reasonable care and skill 

before he believes that what he certifies is true”. 

2.12 Basic Principles of Auditing 

AAS-1 describes the basic principles, which govern the auditor's professional 

responsibilities and which should be complied with whenever an audit is carried out. 

These are:- 

 

Integrity, objectivity and independence: The auditor should be straightforward, 

honest and sincere in his approach to his professional work. He must be fair and must 

not allow prejudice or bias to override his objectivity. He should maintain an 

impartial attitude and appear to be free of any interest which might be regarded. 

Whatever it's actual effect, as being incompatible with integrity and objectivity. 

 

Confidentiality: The auditor should respect the confidentiality of information 

acquired in the course of his work and should not disclose any such information to a 

third party without specific authority or unless there is legal or professional duty to 

disclose. It is remarked that an auditor should keep his ears and eyes open but his 

mouth shut. 

Skill and competence: The audit should be performed and the report prepared with 

due professional care by persons who have adequate training, experience and 

competence. This can be acquired through a combination of general education, 

technical knowledge obtained through study and formal courses concluded by a 

qualifying examination recognized for this purpose and practical experience under 

proper supervision. 
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Work performed by others: When the auditor delegates work to assistant* or uses 

work performed by other auditors or experts, he will continue to be responsible for 

forming and expressing his opinion on the financial information. At the same time he 

is entitled to rely on work performed by others provided he exercises adequate skills 

and care and is not aware of any reason to believe that he should not have relied. The 

auditor should carefully direct, supervise & review work delegated by assistants. He 

should obtain reasonable assurance that work performed by other auditors or experts 

is adequate for this purpose. 

 

Documentation: The auditor should document matters, which are important in 

providing evidence that the audit was carried out in accordance with the basic 

principles. 

 

Planning: The auditor should plan his work to enable him to conduct an effective 

audit in an efficient and timely manner. Plans should be based on knowledge of 

client's business. They should be further developed and revised, if required, during 

the course of audit. 

 

Audit evidence: The auditor should obtain sufficient appropriate audit evidence 

through the performance of compliance and substantive test procedure. It will enable 

him to draw reasonable conclusions there from on which he has to base his opinion 

on the financial information. 

Accounting system & internal control: The auditor should gain an understanding of 

the accounting system and related internal controls. He should study and evaluate the 

operation of those internal controls upon which he wishes to rely in determining the 

nature, timing and extent of other audit procedures. 

 

Audit conclusions and reporting: The auditor should review and assess the 

conclusions drawn from the audit evidence obtained and from his knowledge of 

business of the entity as the basis for the expression of his opinion on the financial 

information. The audit report should contain a written expression of opinion of the 

financial information. It should comply with the legal requirements. In case of a 
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qualified opinion, adverse opinion or disclaimer of opinion is given or reservation on 

any matter is to be made reasons thereof. 

2.13 Factors Influencing Effectiveness of Internal Auditing 

There are a lot of factors that influence the effectiveness of the internal auditing. 

These factors differ from one country to another and to a great extent they are 

determined by the level of development and evolution of internal audit and the state 

of technology of a country. Proper classifications of these factors to a great extent 

depend upon the intended/planned objective (Mrema, 2008).  

 

In a consultative forum in Nairobi, Kenya, on internal auditing in the public sector: 

Shores up best practices for government audit professionals in developing nations. 

The participants argued that the state of internal auditing in the public sector varies 

widely from nation to nation. They also suggested that the effectiveness of the 

internal audit function depends upon the following factors; 

 

True independence; A formal mandate from the board or audit committee would give 

the internal audit function the authority to audit anything that, in its professional 

opinion, impacts the effectiveness of governance, risk management, and control 

processes. In addition to that they emphasis that other factors, like internal auditing 

having its own budget , the power of  internal audit manager to allocate budget as he 

or she sees fit and the authority that appoints the internal audit manager to a great 

extent determine the internal audit effectiveness. 

 

A good understanding of issues facing the organization; internal auditing needs to 

function effectively as a member of the organizational team so as to create good 

understanding of issues facing the organization and he must understand the daily 

challenges faced by management and structure its work accordingly. 
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Responsiveness to management's needs; the internal auditors’ ability to respond to 

management follows from an understanding of organizational challenges an Ad hoc 

assignment is one way of staying relevant to management's needs. 

 

The ability to assess, advice, and ensure the management of key business risks; To 

increase audit efficiency, internal auditors should concentrate on areas that carry the 

highest degree of risk. The ability to establish a reliable risk profile is crucial to audit 

effectiveness.  

 

Contribution to performance improvement; unless internal auditing can consistently 

show that its work contributes to better service delivery, it will be difficult to ensure 

management backing for investment in the audit function. A non-value-added audit 

organization in the public sector could also hamper any attempts for increased 

transparency and account-ability in governance. 

 

Proactive communication with management; to ensure continued audit effectiveness, 

internal audit leaders should follow events in the organization closely and maintain a 

running dialogue with management. Implementation of recommendations; The 

number of recommendations implemented is a highly relevant measure of audit 

effectiveness. A high proportion of recommendations implemented suggest that 

management is convinced of the audit function's usefulness. 

Matching of skills set to needs; In order to be effective the forum suggested that 

should be adequately staffed with a number of skilled personnel, the audit manager 

should have the authority to fire and recruit staff and he or she could plan and 

implement a training program and allow funds for certification. 

 

Use of technology to "work smarter"; Technology must actively contribute to audit 

efficiency and effectiveness. Computerization without planning can be counter-

productive, cementing existing problems instead of helping to solve them 

(Gansberghe, 2005). 
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Attitude of Finance Committee and Full Council; Section 45(1) of the Local 

Authority Finance Act No. 9 0f 1982 state that internal auditor should report to the 

Council Director and his report later sent to Finance Committee via the Management 

of the Council. This section does not allow the internal auditor to have direct 

communication with either Finance Committee or Full Council. This makes the 

internal auditor to be less independent and they have no room to communicate direct 

with councilors.  

2.14  Empirical Literature Review 

Earlier researchers have documented on different attributes that are perceived to be 

relevant in measuring the effectiveness of internal audit function in different 

organizations and in different industries ranging from service to manufacturing, 

whether publicly owned or privately owned.  

 

Karapetrovic and Willborn (2000) modeled the audit systems effectiveness using 

three key concepts namely audit reliability, availability and suitability. According to 

this study, audit system effectiveness means the probability that the audit system will 

fulfill some set objectives within a given time frame when performing in specific 

conditions and scope. The audit system effectiveness is therefore the product of 

organization‟s audit system availability, reliability and suitability. 

The research study of Otley (1980) has not considered explicitly the importance of 

organizational effectiveness in effective control systems design. Other studies 

(Xiangdong, 1997; Spraakman, 1997; Dittenhofer, 2001) focused on measuring 

internal audit effectiveness as the systems ability to plan, undertake and finally 

present findings in an objective way to the intended users. These studies convey that 

planning for internal audit, ensuring effective conduct of these audits and finally 

presenting the findings objectively and on timely basis will achieve internal audit 

effectiveness. 

 

Mihret and Yismaw (2007) discuss internal audit effectiveness as the extent to which 

internal audit office is able to meet its pre-set objectives. Another study deliberated 
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that internal auditors‟ job is not done until defects are corrected and remain corrected 

(Sawyer, 1995). In their study, Mihret and Yismaw (2007) presented a rather 

different perspective of evaluation of internal audit effectiveness from the previous 

studies by focusing on factors within the organization which has an impact on the 

effectiveness of internal audit. According to their model, there are four key factors, 

the interaction of which will result into internal audit effectiveness. These are 

internal audit quality, management support, organizational settings and attributes of 

the clients. On the other hand, Gansberghe (2005) argues that perception and 

ownership, organization and governance framework, legislation, improved 

professionalism, conceptual framework and resources are the key factors responsible 

for an effective internal audit system in the public sector. 

 

Arena and Azzone (2009) view internal auditing as a value adding function to an 

organization as this function now incorporates a new link to internal control i.e. risk 

management. According to this study, internal auditors have embraced value addition 

approach by transforming their functions and extending their involvement areas to 

risk management, control and governance processes. Internal audit effectiveness is 

seen as a function of three key variables namely the characteristics of the internal 

audit team, the audit processes and activities, and the organizational links. Internal 

audit effectiveness will result into the effectiveness of each auditee and the company 

at large (Ditternhofer, 2001). 

Further, where the internal audit quality is ensured, there will be appropriateness in 

procedures and operations of the auditee, resulting into auditees  effectiveness and 

the company as the whole (Ditternhofer, 2001). Also, where the internal audit is 

effective, it has an advantage over external audit as it helps to accumulate quickly, 

the information needed in solving a particular problem and facilitate solving the 

problems at an early stage (Xiangdong, 1997). In this study, the Arena and Azzone 

2009 model for measuring internal audit effectiveness in Tanzania commercial banks 

has been adopted for a couple of reasons. Firstly, as compared to the other models 

discussed earlier, this model is more suitable as it is most current and it also extends 

the traditional approach of internal auditing to include effective risk management 

activities. Secondly it recognizes the fact that individuals may sometimes have 
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interests which are different from organization goals, and this causes conflicts of 

interests among the concerned parties. 

 

Finally, the model also recognizes agency problems arising from agency 

relationships in the organization. 

 

Machura (2007) did a research study on “effectiveness of internal auditing in 

Tanzania Public sector: Case of selected ministries, independent department and 

agencies”. The researcher concluded that in general the internal auditing in the 

MDAs is not effective. Among reasons provided by the researcher for ineffective is 

being low awareness by chief executive officers of the importance of internal 

auditors, less support in terms of budget and staffing, not taking action on 

recommendations made by internal auditors and scope of internal audit services 

which is limited to financial audit.  

 

Lotto (2005) made a research on the effectiveness of internal auditing in Tanzania 

organisations; In conceptualizing his work, the researcher used the variables that he 

called as IT tools, such as internet, computer network, audit software, automated 

teller machine, electronic fund transfer, electronic data interchange, electronic data 

processing techniques and electronic working papers.  

 

In his finding the researcher revealed that almost all auditors in organisation he 

studied are professionally accountants and most do not perform computer audit. He 

therefore concluded that internal audit profession in Tanzania lags behind in the 

effective use of IT to support their duties. This study is very important as it discussed 

the important of the internal auditors to be trained in IT to make them effective in 

performing assignments.  But the research to a great extent was based on the system 

audit and doesn’t include other factors like; independence, objectivity, competence, 

scope of audit, management support etc. in evaluating the effectiveness of internal 

auditing function. In this essence it still makes my study most important in grabbing 

the deep insight of the study.  
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Uphoo, (2006) made a study on how the banks implement their internal auditing as a 

control tool, she further revealed changing attitude of management and other workers 

towards internal audit function over time.  Apart from that she also cited limited 

exposure, technology change, independence, change in audit approach from system 

based to risk based, insufficient working tools and enhancing risk culture as the 

major challenges facing the internal auditors. The contribution of this study to 

understanding of internal auditing function is inevitably of a fundamental important. 

But since the commercial banks differ in terms of operations, structures and 

administration from those in Local Government Authorities, this make my study to 

be valuable as environment in LGAs may provide new insight to what affect the 

effectiveness of internal audit functioning. 

 

Mwakalinga, (2005) researched on the effectiveness of internal audit function in 

development projects in Tanzania, a case of Tanzania Social Action Funds (TASAF). 

The researcher found that internal audit function has insufficient capacity in terms of 

size and structure. In addition ineffective (weak) internal audit was due to inadequate 

capacity in the internal audit units and poor top management support. Furthermore 

the IT knowledge in auditing of computerized accounting system (EPICOR) which is 

being used by TASAF accounts Officers in accessing the community sub projects in 

planned time was one of the major challenges faced by internal auditors. The study 

has brought much contribution to the understanding of the effectiveness of the 

internal audit function in development projects in Tanzania. 

2.15  Gaps in the Literature 

From the theoretical and empirical literature review that has been elaborated above, it 

can be argued that various studies have been conducted on effectiveness in internal 

auditing, but some studies were done in different environment in terms of 

geographical location and different environment of the institution where researches 

were undertaken.  Few studies that were done in related topic were not exhaustive; 

hence more is still needed to be done so as to gain wide understanding of the field. 
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2.16  Conceptual Framework 

The study used the concepts of auditing, with much of the independent variables 

from the internal audit activities and dependent variables relating to the outcomes 

and despondences on using the internal audit reports from managers. 

 

INDEPENDENT VARIABLES     DEPENDENT 

VARIABLE  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Reviewed literature 2013 

2.17  Analytical Framework 

The analytical framework developed by the researcher describes some important 

variables that contribute to the effectiveness in the internal auditing by summarizing 
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among many variables so as to fit for the sake of this study, hence to be effective 

internal audit must adhere to principles such as; Independence, Impartiality, 

professional competence, scope of audit activity, full support by management and 

permanency and continuity of internal audit function.  

Independence; the term internal auditors’ independence has been defined by (Peter, 

2003) as, “objectivity or independent of mind essential for the exercise of 

professional judgment”. The significance of independence to internal auditor is to 

facilitate and deliver their duties without fear and report on all aspects as required by 

law, regulations and internal auditing standards. In this essence, internal audit should 

be seen independent functioning unit without interference from top management in 

discharging its duties.  

 

The internal audit has to set out its objectives and explain alternative ways of 

accomplishing them. This acts as working tool and guidance to implementing 

department work plan. It also acts as a means of communication, what stakeholders 

should expect from internal audit. Internal auditors will be trying to achieve set goals 

and by doing so will add value to operations in the organisation.  

 

Impartiality; The term impartiality or objectivity has been defined by the Institute of 

Internal Auditors (IIA, 2006) as an “independent mental attitude which internal 

auditors have to perform audits in such a manner that they have an honest belief in 

their work product and that no significant quality compromises are made.” Therefore 

the objectivity of auditors should be such that their judgment is not subordinated to 

that of others nor compromised by any reasonable bias on their part.    

Scope of activity; the internal audit carries a wide range of activities within the 

organisation, hence in order to avoid duplication of efforts; its scope has to be 

distinctly defined. The department has to be explicitly state what areas define the 

mandate. Clarity reduces ambiguity on not only role but also sets clear expected 

contribution.  
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Professional competence; the internal audit department should be staffed with people 

who have appropriate professional qualification, have relevant skills and experience 

and multi skilled to discharge their responsibilities. The auditor’s report is essential 

and acts as a means of communicating audit findings to stakeholders so as they can 

be aware and take necessary steps to correct observed irregularities. But also, the 

report can serve as a motivating factor to department which adhering to organisation 

policies and procedures. 

 

Full management support to internal auditor; the management of PGA has to support 

the internal audit in terms of financial, human resource, and facilities to make the 

effective and operate smoothly. Deliberate efforts have to be taken to build necessary 

capacity and ensure that internal audit unit effectively discharges its functions.  The 

variable explained in the conceptual framework above was used as a guide through 

gaining the deep insight of this research study. 

 

 

 

 

 

 



 

38 
 

CHAPTER THREE 

RESEARCH METHODOLOGY 

3.1  Introduction 

This part presents the methods which were adopted by this study to ensure that 

quality data are collected. It describes the practical methods that were used in order 

to answer the research question. This chapter therefore, describes the techniques to 

be used in obtaining data. It describes research design, the study area, study 

population, sample and sampling techniques, data type and collection methods, 

validity and liability, analysis and data presentation that has been used in the study. 

3.2  Research Design 

Research design is the plan showing the approach and strategy of investigation aimed 

at obtaining relevant data that fulfils the research objectives and answers the research 

questions (Cohen et al, 2007). Research design refers to the structure explaining how 

data is to be collected, measured and analyzed. Additionally, the design highlights 

intensity of the study, research approach technique chosen, methods of data 

collection, measurement and analysis (Cooper & Schindler, 2003).  

It is evident that decisions regarding what, where, when, how much, by what means 

concerning an inquiry or research study constitute a research design. However, the 

research design constitutes the blueprint for the collection, measurement and analysis 

of data. Consequently, a good research design is essential for a successful research 

process because researcher has to plan in advance the study area, type of research to 

be carried out, methods of obtaining required data, a sample from which data is to be 

collected, methods to use in collecting and analyzing data and lastly but not least 

duration and funds required to complete the study (Adam, 2008: 74-75). 

According to Saunders (2007:109), there are various types of research design and 

these include, case study design, survey design and experimental design, grounded 

theory design, ethnography design, action research, cross sectional and longitudinal 

studies and lastly but not least descriptive and explanatory studies.  
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In this research both the qualitative and quantitative research approaches were used. 

The qualitative approach was concerned with subjective assessment of opinions and 

understandings. This approach generated results in non-quantitative form which were 

not subjected to rigorous quantitative analysis. Generally the techniques of focus 

group discussion and depth interviews were used. The quantitative approach based 

on measuring the numbers of respondents in form of percentages, numbers or even 

means and averages.  

According to (Krishna swami, 1988), a case study refers to in-depth comprehensive 

study of a person, a social group, an episode, a process, a situation, a programme, a 

community, an institution or any other social unit. A case study strategy was adopted 

in this research. The case study was SUMA JKT. A case study was chosen to enable 

the researcher to study it as a whole to bring a better understanding of factors 

influencing effectiveness of internal audit in public sector. 

3.3  Study Area 

The study was conducted at SUMA JKT. Purposive sampling were used to select 

SUMA JKT as the study site because the researcher was able to access data easily 

since is one among workers.  

3.4  Study Population 

A population is the group of individuals, objects or items from which the samples are 

taken for measurement.  Population refers to an entire group of persons or elements 

that have at least one thing in common (Donald and Delno, 2006). The public 

organisation that has been chosen for the study is SUMA JKT. The population of the 

respondents included seven categories of workers that were; managers, accountants, 

finance administrators, internal auditors, external auditors, procurement officers and 

few representatives of audit committee were interviewed and questioned because of 

their positions, understanding, and experiences on finance management particularly 

in auditing field.  
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3.5  Sample and Sampling Technique 

A sample is a finite part of statistical population whose properties are studied to gain 

information about the whole (Webster, 1985). According to Kothari (2003) sample 

design is a definite plan for obtaining a sample from a given population. This refers 

to the technique or the procedure the researcher would adopt in selecting items.  

In selecting sample, considerations were put in the information content of the sample 

selected. The sample and sampling frame were determined according to the needs of 

the study and for this study purposive sampling design was used where the researcher 

found out the selected categories of work for the purpose of illustration and 

explanation. The researcher used extreme case sampling type of purposive sampling 

technique to be able to have cases with rich information for in-depth analysis related 

to factors influencing effectiveness of internal audit in public sector. The researcher 

required from the SUMA JKT’s official as per the table below; 

Table 3.1:  Sample Distribution 

Types of Respondents Number of 

Respondents 

Percentage Sampling Techniques 

Managers 3 12 Purposive 

Accountants 6 24 Purposive 

Finance Administrators 4 16 Random/purposive 

Internal Auditors 4 16 Random/purposive 

External Auditors 4 16 Random/purposive 

Procurement officers 4 16 Random/purposive 

Total 25 100  

Source: Research data 2013 

3.6  Data Type and Collection Methods 

Data collection refers to gathering specific information to serve or prove some facts. 

In data collection a researcher must have a clear vision of the instruments to be 

applied, the respondent and the selected area. Data collection is important in research 

as it allows for the dissemination of accurate information and development of 
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meaningful programmes (Kombo and Tromp, 2006 pp. 99-100). For the sake of this 

study various methods of data collection were used.  

 

The data applied under this study were of two types, known as primary and 

secondary. Primary data are those which were collected afresh and for the first time. 

The secondary data, on the other hand, are those which have already been collected 

by someone else and which have already been passed through the statistical process 

(Kothari, 2004 p.95).  

 

The primary data are information which originally collected direct from the 

respondents through questionnaires, interviews, focused group discussions, 

observation and experimental studies (Mlekwa, 2008). In this study questionnaires 

and interviews were used to collect information on professional competence of 

internal audit unit which is measured by skills and experience, knowledge and 

inadequate staff. Also independence of internal audit unit is measured by the 

independence of the auditors in terms of activity they audit, carry work freely and 

level of reporting.  

 

Questionnaires were employed in this study as mean of collection data for the reason 

that questionnaire method allowed for confidentiality, which promoted frankness and 

is widely used in auditing research (Smith, Norhman, zulkarnain, 2001). In this 

study, 25 questionnaires were distributed to all participants during the field. 

Questionnaires were distributed to internal auditor personnel and chief internal 

auditors. All members were required to put a tick to the correct answer, explain and 

fill in the blanks. 

 

The first part of questionnaire comprised of some demographic question concerning 

gender, age, highest education level, professional qualification and experience. The 

second part of questionnaire sought information related to various issues among main 

problem normally faced by the internal audit function in SUMA JKT another 
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questionnaire is independence and professional competence are among factors that 

lead to effectiveness of internal audit function. In this particular section two open-

ended questions were directed to the respondent to solicit their opinions on both 

issues and questionnaire are as follows. 

 

The interview as one of the primary data collection tool is technique for gathering 

data in qualitative methodologies (Coopers and Schindler, 2006 p.204). It involves 

presentation of oral-verbal stimuli and reply in terms of oral-verbal responses 

(Kothari, 2004 p. 97). The interview is used mostly to chief internal auditors because 

most of the head of department have no time to respond questionnaire due to busy of 

their work also interviews were used to get valid data. 

 

Secondary data were obtained by review of relevant documents including audit 

plans, audit programs, working papers, audit reports and audit manuals all served as 

means of generating secondary data. 

3.7  Validity and Reliability 

The credibility for a good measurement tool of the research findings relies on the 

attention paid to two particular emphases on research design: validity, and reliability 

(Cooper and Schindler, 2006 p.318). In this research work, these two aspects validity 

and reliability will be given much attention so as to avoid ending up with incorrect 

answers to the research question and objectives. 

3.7.1  Test of Validity of Data 

Validity is the most critical criterion and indicates the degree to which an instrument 

measures what it is supposed to measure. In other words it is the extent to which 

differences found with a measuring instrument reflect true differences among those 

being tested (Kothari, 2004 p.73). The validity of measures was assured by analyzing 

data and testing it before, during and after the field work. 
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3.7.2  Test of Reliability of data 

A measuring instrument is reliable if it provides consistent results. A reliable 

measuring instrument does not contribute to validity but valid instrument is always 

reliable (Kothari, 2004 p.74). 

 

The reliability of the measures was ensured as all questionnaires and interview 

guides were uniformed to respective respondents of similar category. There were key 

common questions for all the parties to the study especially SUMA JKT. The 

collected data were processed in a uniform way to ensure that conclusions reached 

are similar to any other study that would be conducted using similar approach. No 

research assistants were employed in this study. The different methods of data 

collection; questionnaires, interview content analysis and documentary review to a 

high level of data which in turn ensured the reliability of the collected data. 

3.8  Data Analysis and Presentation 

Data analysis usually involves reducing accumulated data to a manageable size, 

developing summaries, looking for patterns, and applying statistical techniques 

(Cooper and Schindler, 2006 p. 77). The data collected either primary or secondary 

data need to be processed because managers are interested on the information for 

decision making rather than raw data. Hence qualitative data was analyzed by 

summarizing the findings and explanations thereof using categorized and direct 

quotations to present findings and generated attributes.  

 

Quantitative data was coded and presented in the form of graphs, tables, percentages 

and simple statistical methods can be calculated. In essence, data analysis and 

interpretation helped the researcher to tackle the research problem, derive 

conclusions and eventually suggest possible policy implications and actions in a 

useful manner. Data presentation was based on using both statistical and graphical 

techniques. 
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Content- analysis consists of analyzing the content of documentary materials such as 

books, magazines, newspapers and the contents of all other verbal materials which 

can be either spoken or printed (Kothari, 2004 p.110). The researcher conducted 

content analysis of various documents related to internal auditing such as internal 

audit operational manual, CAG’s reports, audit committee guidelines and various 

articles from the internet. Detailed analysis of the data and information collected 

were carried out to bring in issues of effectiveness, how management perceive value 

of internal audit functions, and contribution of audit committee in enhancing the 

internal audit functions in SUMA JKT, and the way other stakeholders including 

auditees, and external auditors perceive the value of internal auditors. 
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CHAPTER FOUR 

PRESENTATION AND DISCUSSION OF THE FINDINGS 

 

4.1  Introduction 

This particular chapter is concerned with the presentation, discussion and analysis of 

the findings. A number of questionnaires were issued to respondents (see appendix 

I). Twenty five (25) questionnaires were issued and twenty (20) were collected back 

forming 80% of the questionnaires. The responses were as follows: 

4.2 General Profile of Respondents 

This part helped the researcher to get an understanding of what respondents is 

dealing with, this gave room for the researcher have confidence in the data that was 

collected. 

4.2.1  Level of Education of Respondents 

The researcher analyzed the level of education of respondents. The objective of this 

analysis was to determine whether or not level of education is one of the factors that 

determine effectiveness of SUMA JKT in conducting Internal Audit. The findings of 

the analysis were is as shown below; 

Table 4.1: Level of education of respondents   

 Number of respondents Percentage 

Certificate 1 5% 

Diploma 12 60% 

Degree  5 25% 

Masters 2 10% 

Total 20 100% 

Source: Field data 2013 

 

The findings show that majority of respondents (60%) have Diplomas, followed by 

25% of respondents who hold degrees, 10% of respondents who hold Masters 
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degrees and only 5% who hold a certificate. These findings suggest that the level of 

education among respondents is not adequately sufficient to enable them to 

effectively conduct Internal Audit. 

4.2.2  Level of Working Experience 

From questionnaires filled by respondents, the researcher analyzed the level of work 

experience of respondents to determine whether or not effectiveness of SUMA JKT 

in conducting Internal Audit is determined by the level of work experience of 

respondents. The feedback is shown in the table below: 

Table 4.2: Level of work experience of respondents  

 Number of respondents Percentage 

1- 2 years 6 30% 

3- 4 years 9 45% 

5-6 years 3 15% 

More than 7 years 2 10% 

Total 20 100% 

Source: Field data 2013 

 

The findings of the survey shows that a total of 75% of respondents have work 

experience of 4 or less years compared to the rest 25% of respondents who have 

work experience of 5 or more years. These findings suggest that the respondents are 

qualified enough to be able to execute their internal audit duties effectively and 

according to audit standards and procedures. 

 

4.3  Determinants for an effective Internal Audit Function   

4.3.1  Factors perceived to influence effectiveness of internal audit function 

As government organizations have been found not to perform effectively in internal 

audit function, the researcher requested respondents at SUMA JKT to provide their 

opinion on key factors that they perceive to have influence on the effectiveness of 
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internal audit function in day to day activities of their unit. The responses are 

grouped into four main factors. Only four key factors are listed in Table 9 because 

other factors mentioned by the respondents have small number of occurrence. Based 

on the responses, a simple ranking was done and the ranking for each factor is based 

on number of occurrences i.e. number of times the factors are mentioned by 

respondents in the questionnaires. Table 9 ranks four main factors perceived to 

influence the effectiveness of internal audit function in order of importance, where 

‘1’ is the factor most frequently cited by the respondents. 

Table 4.3:  Factors perceived to influence effectiveness of internal audit function 

 Frequency Ranking  Percentage 

Poor audit quality  6 1 40% 

Lack of support from the management 8 2 30% 

Lack of resources  4 3 20% 

Lack of cooperation from auditee 2 4 10% 

Total 20  100% 

Source: Field data 2013 

 

Results of the study reveal that a majority of the respondents (40%) perceive internal 

audit quality is the most important factor that will contribute to the effectiveness of 

internal audit function. This is consistent with the results of a case study carried out 

by Swai (2005). The study also showed that internal audit quality strongly influenced 

the internal audit effectiveness. For the purpose of this study, internal audit 

competence, objectivity and quality of work performed are classified as internal audit 

quality as these factors are the important criteria used by external auditors in 

evaluating the internal audit quality.  The support of top management is ranked as the 

second most important factor in contributing to the effectiveness of internal audit 

function after internal audit quality. Support of top management is significant to 

ascertain adequate consideration and actions are taken up on internal audit findings 

and recommendations.  
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The respondents also emphasize that without the support from the top management it 

is difficult for internal auditors to strengthen the internal audit function in an 

organization. Respondents expected that top management will facilitate the internal 

audit departments with supplying adequate audit staff, better resources and 

remuneration to attract skilled and experienced staff.  Respondents also pointed out 

that the functioning of the internal audit depends largely on the attention paid and 

support from the top management. 

The findings further indicate that 20% respondents cited that adequacy of resources 

is important. Resources such as adequate number of staff, facilities and budget are 

important for them to carry out their responsibilities successfully. The findings also 

reveal that 10% of respondents perceive that it is important for the internal auditors 

to have the cooperation from auditees in performing their tasks and responsibilities. 

The general perception of the auditor that the internal auditors are merely interested 

to find faults of other people can be corrected if the auditor understands the role and 

the responsibilities of the internal audit function.  Thus, internal auditors themselves 

need to promote the roles of internal auditing and its benefits so that the parties 

outside of the internal audit function can appreciate their contributions towards the 

achievement of overall objectives of an organization. 

4.3.2  Factors which influence Quality of Internal Audit  

To establish the main factors which influence the quality of internal audit, the 

researcher asked respondents to give their opinions on what is the main factor that 

think influences the quality of internal audit among four main factors namely; audit 

planning (which means how the audit exercise itself  has been planned before 

execution), competence (education background, certification, training, knowledge 

and experience), independence (which means mandate to investigate any area), and 

audit scope (which means width and depth of the areas covered during the audit 

process). The feedback from the respondents was documented as shown in the table 

below; 
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Table 4.4: Factors which influence quality of internal audit 

 Number of respondents Percentage 

Audit planning 1 5% 

Competence  12 60% 

Independence 6 30% 

Outside interference  2 10% 

Total 20 100% 

Source: Field data 2013 

 

From the findings of the study, it is clear that competence of auditors (education 

background, certification, training, knowledge and experience) is perceived by the 

respondents as the major factor that influences quality of the audit process at SUMA 

JKT. That means the more competent the auditors are the better the quality of 

internal audit. Respondents also mentioned independence as another factor that 

influences the quality of internal audit that is the more independent the audit exercise 

is from outside interference, the better the quality of the audit work. Also, the 

researcher found out that the quality of audit work is influenced by the scope of the 

audit exercise itself. The wide the scope, the better the quality of the audit work. 

Lastly, the researcher found out that quality of the audit work is influenced by Audit 

Planning.  

4.3.3  Perceived Benefit of Internal Audit 

To establish whether there are any benefits of conducting Internal Audit, the 

researcher asked respondents to mention the benefits of conducting Internal Audits. 

The feedback from respondents was documented as shown below 
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Table 4.5: Perceived Benefit of Internal Audit 

 Number of 

respondents 

Percentage 

Prevention of financial misconduct 9 45% 

Adherence to financial guidelines 5 25% 

Enhancing financial reporting 2 10% 

Instilling financial discipline 4 20% 

Total 20 100% 

Source: Field data 2013 

Respondents suggested that the benefits gained by SUMA JKT from conducting 

internal audit include; prevention of financial misconduct, adherence to financial 

guidelines, enhancing financial reporting and instilling financial discipline among 

members of staff of SUMA JKT. 

4.3.4 Mixture Professionalism in Internal Audit  

To establish the positions of each respondent in SUMA JKT, the researcher carried 

out an analysis of background of the respondents based on their professionalism in 

the audit unit of the organization. The feedback from respondents is shown in the 

table below; 

Table 4.6: Mixture Professionalism in Internal Audit  

 Number of 

respondents 

Percentage 

Auditors 4 20% 

Accountants 5 25% 

Heads of Departments 2 10% 

Others 9 45% 

Total 20 100% 

Source: Field data 2013 
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The findings of the study in Table 3 and Figure 3 above shows that majority of the 

respondents (45%) come from other positions in the organization such as director, 

assistant director, manager and information technology (IT) officer, 25% of 

respondents were Accountants, 20% of respondents were Auditors by profession and 

10% of respondents were Heads of Departments. These findings show that internal 

audit involves members of staff from various departments and not just Accountants 

and Auditors hence a Mixture Professionalism in Internal Audit.  

4.3.5  Level of Awareness of Internal Audit  

To establish level of awareness on respondents on the issue of Internal Audit, the 

researcher analyzed the questionnaires filled out by respondents to assess their level 

of awareness on Internal Audit. The aim was to establish whether or not 

effectiveness of SUMA JKT in internal auditing is determined by the level of 

awareness of it’s staff members on internal audit issues. The findings from the 

survey were documented as follows: 

Table 4.7: Level of awareness of respondents on Internal Audit 

 

 Number of respondents  Percentage 

Fully Aware 12 60% 

Aware 3 15% 

Partially aware 4 20% 

Not aware  1 5% 

Total 20 100% 

Source: Field data 2013 

 

The findings show that majority of respondents (75%) are either fully aware or aware 

of Internal Audit. The researcher found out that the rest of respondents (25%) were 

either partially aware or not aware of Internal Audit and lacked deep understanding 

of the complexities and nuances of Internal Audit.  
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4.3.6  Level of Professional Qualification of Auditors  

To establish whether or not Auditors at SUMA JKT have appropriate professional 

qualifications, relevant skills, and experience in conducting internal audit work. The 

feedback from respondents was recorded as shown in the figure below; 

Figure 4.1: Measurement of professional qualifications of auditors at SUMA 

JKT 

 

Source: Research findings 2013 

The findings shown in the table and figure above show that majority of respondents 

agreed that auditors at SUMA JKT are adequately qualified and have the necessary 

skills that enable them to perform their duties effectively. This is because they get 

opportunities for Continuing Professional Education (CPE), they attend seminars and 

workshops on audit maters and this enables them to comply with professional ethics 

requirements.  
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4.4  The Effect of Audit Standards in Improving Internal Audit Function  

4.4.1  Measurement on How Internal Audit Work is Carried out 

To establish whether or not internal audit work is carried out freely and objectively 

within laws and regulations: audit procedures and standards, the researcher asked 

respondents to give their opinions on the subject matter, and the feedback from 

respondents was recorded as shown in the figure below;  

Figure 4.2: Measurement of how audit work is conducted at SUMA JKT 

 

Source: Research findings 2013 

The findings shown in the figure above show that majority of respondents agreed that 

audit work at SUMA JKT is carried out freely, is carried out objectively, it follows 

established laws and regulations, is carried out according to audit plans and is done 

according to ISA. However, the findings show that a few respondents disagreed out 

definitely disagreed with that fact, hence, this shows that there are some problems 

which affect the way the audit work is carried out at SUMA JKT. 
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4.4.2 Independence of Auditors 

There seems to be no independence of auditors in SUMA JKT in terms of 

organization status and personal objectivities. As per the table below, 60% of the 

respondents disagreed with the fact that auditors at SUMA JKT have independence 

in their duties and only 15% strongly agreed. This shows that independence in 

internal audit unit at SUMA is being interfered. 

Table 4.8: Auditors are independent in performing their tasks 

 Frequency Percent 

Valid I strongly agree 3 15% 

  I agree 5 25% 

  I disagree 12 60% 

  Total 20 100% 

Source: Field data 2013 

4.4.3  How Internal Audit Unit Reports at SUMA JKT  

To establish whether or not internal audit at SUMA JKT is reported without undue 

influence, reported as required by laws and regulations and is not interfered by the 

management,  the researcher asked respondents to give their opinions on the subject 

matter, and the feedback from respondents was recorded as shown in the table below;  
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Table 4.9: How Internal Audit Unit Reports at SUMA JKT  

 Agree Disagree 

 Definitely 

Agree 

Agree Do not agree Definitely 

do not agree 

Audit work is reported 

without undue influence 

6 9 4 1 

Audit is reported according to 

laws and regulations 

5 11 2 2 

Audit report is not interfered 

by the management  

3 8 6 3 

Source: Field data 2013 

 

The findings shown in the table and figure above show that majority of respondents 

agreed that audit work is reported  without undue influence, is reported according to 

laws and regulations, and is not interfered by the management. However, the findings 

show that a few respondents disagreed out definitely disagreed with that fact, hence, 

this shows that there are some problems which affect the way the audit work is 

reported at SUMA JKT. 

4.4.4 Perception on Internal Audit Effectiveness 

To establish the effectiveness of SUMA JKT in conducting Internal Audit, the 

researcher asked respondents to give their opinions on how effectively SUMA JKT 

conducts Internal Audit. The feedback from respondents was documented as shown 

in the table below: 
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Table 4.10: Perception on Internal Audit Effectiveness 

   Number of respondents Percentage 

Very Effective 2 10% 

Effective  13 65% 

Not effective 5 25% 

Total 20 100% 

Source: Field data 2013 

 

The findings reveal that out of 20 staff, only 10% of respondents said that SUMA 

JKT is “Very Effective” in conducting Internal Audit, while 65% of respondents said 

that SUMA JKT is “Effective” in conducting Internal Audit and 25% of respondents 

said that SUMA JKT is “Not effective” in conducting Internal Audit. These findings 

suggest that majority of respondents had the opinion that SUMA JKT is somehow 

effective in conducting internal audit, but not to the highest standards. 

4.4.5  Documentation  

After finding out the challenges that face the internal audit function at SUMA JKT, 

the researcher set out to assess the level of effectiveness of different individual 

Internal Audit functions and tasks performed by respondents. The researcher asked 

respondents to give their opinions on the level of effectiveness of three internal audit 

functions namely; verifying of financial reports, pointing out inconsistencies in 

financial records, and preparation of the internal audit report.  The feedback from 

respondents was documented as follows;  
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Table 4.11: Effectiveness of Internal Audit in verifying financial reports;  

 Number of respondents Percentage 

High 8 40% 

Moderate 9 45% 

Low 3 15% 

None 0 0% 

Total 20 100% 

Source: Field data 2013 

Table 4.12: Effectiveness of Internal Audit in pointing out inconsistencies 

 Number of respondents Percentage 

High 4 20% 

Moderate 9 45% 

Low 4 20% 

None 3 15% 

Total 20 100% 

Source: Field data 2013 

Table 4.13: Effectiveness of Internal Audit in preparation of Audit Reports 

Answers Number of respondents  Percentage 

High 1 5% 

Moderate 13 65% 

Low 5 25% 

None 1 5% 

Total 20 100% 

Source: Field data 2013 

From the findings of the study, it is evident that the level of effectiveness of Internal 

Audit at SUMA JKT is higher in verifying financial records, followed by pointing 

out inconsistencies in financial records and average in preparation of Audit Reports. 
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4.6 Challenges Faced by Internal Audit Function at SUMA JKT 

To find out whether SUMA JKT faces any challenges in conducting internal audit, 

the researcher solicited the opinions of respondents on the main challenges generally 

faced by internal audit function at SUMA JKT. Based on the responses obtained, a 

simple ranking was prepared. The ranking for each challenge was based on the 

number of occurrence i.e. number of times the of the mentioned challenge. The main 

reason for the researchers to rank the challenges faced by the internal audit function 

is to demonstrate the relative weighting in major challenges as perceived by the 

respondents. 

Table 4.14 below ranks main challenges faced by internal audit function at SUMA 

JKT, where ‘1’ is equal to the challenge most frequently mentioned by the 

respondents. On the other hand, ‘10’ is equal to the challenge least frequently stated 

by the respondents. 

Table 4.14: Main challenges faced by internal audit function at SUMA JKT 

Challenge   Ranking  Frequency  Percentage 

Shortage of Audit Staff and Lack of support from the 

management of SUMA JKT 

1 5 25 

Lack of audit training among Auditors and Lack of 

audit experience among Auditors 

2 4 20 

Audit recommendations are not considered 3 4 15 

Lack of audit experience among Auditors  4 3 10 

Lack of competence of the Head of Audit 

Department  

5 2 5 

Limited/lack of resources allocated for audit function 6 0 0 

Source: Field data 2013 

-The findings indicate that lack of audit staff is challenge most frequently cited by 

the respondents. The findings reveal that 25% of respondents mentioned that lack of 

audit staff is a major obstacle faced by internal auditors. As shown in Table 4.14, 

inadequate audit staff is ranked first and is considered as major setback that can 

restrain the effectiveness of internal audit function at SUMA JKT.  This finding is 

consistent with the findings of Mwakalinga (2005) where lack of number of audit 
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personnel and incompetence of the audit personnel are two obvious factors that 

inhibit the internal audit function.  As the responses indicate, inadequate support and 

commitment from top management is the second major challenge faced by the 

internal audit function.  

The findings show that 25% of respondents mention lack of support from top 

management is a major challenge encountered by internal audit function. This result 

is of some concern as it suggests that many internal auditors don’t may have enough 

support from management to adequately fulfill their responsibilities.  Thus, 

inadequate emphasis placed by the management on the performance and role of 

internal auditing is a challenge. Inadequate support from top management hampers 

the capability of the internal audit function to achieve its missions and objectives. 

This is because recognition and appreciation of internal audit function within an 

organization is strongly relied on the support they obtain from top management. 

The respondents of this study also reveal that among the challenges faced by internal 

audit function at SUMA JKT that inhibit effectiveness of internal audit is that their 

staff are lack in terms of training. Based on the number of occurrences, lack of 

appropriate training for the internal auditors is ranked as the fourth major challenge 

encountered by them. This consequently affects their competency and knowledge on 

auditing techniques. For internal audit to be conducted effectively, it is mandatory 

that that internal auditors possess knowledge, skills and other competencies to 

practice the profession.  

Lack of competency and knowledge on auditing techniques is another major 

challenge encountered by internal audit function in the public sector organizations. 

The findings indicate that the challenge encountered by the internal audit function is 

similar to findings from the study by Swai (2005) that many of the officers carrying 

out internal auditing in public institutions in Tanzania lacked knowledge and 

exposure on the right techniques and methodology (audit standard not up to mark). 

Other challenges that are encountered by internal audit function in the public sector 

are staff lack of experience and independence, action on audit findings and 
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recommendations not taken by management and auditor, low grading with regards to 

position of head of internal auditors in an organization, negative perception of 

auditor on the role of internal audit function and limited or lack of resources. 
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CHAPTER FIVE 

SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATION 

5.1  Introduction 

This chapter presents a summary of findings, conclusion and recommendations. 

5.2 Summary of findings  

Looking back to the problem this study has been addressing, the researcher found out 

that the level of education among respondents is not adequately sufficient to enable 

them to effectively conduct Internal Audit. Also, the respondents were found to be 

qualified enough to be able to execute their internal audit duties effectively and 

according to audit standards and procedures. The researcher also found out that 

auditors at SUMA JKT are adequately qualified and have the necessary skills that 

enable them to perform their duties effectively.  

It was also established that audit work at SUMA JKT is carried out freely, is carried 

out objectively, it follows established laws and regulations, is carried out according 

to audit plans and is done according to ISA. The study also established that audit 

work is reported without undue influence, is reported according to laws and 

regulations, and is not interfered by the management.  

Majority of respondents had the opinion that SUMA JKT is somehow effective in 

conducting internal audit, but not to the highest standards. The findings indicate that 

lack of audit staff is problem most frequently cited by the respondents. The findings 

reveal that respondents mentioned that lack of audit staff is a major problem faced by 

internal auditors.  

5.3 Conclusion 

This study identifies the major problems faced by internal audit function in the public 

sector organizations by focusing on SUMA JKT as a case study. Overall, the findings 

of the study show that the lack of audit staff is ranked as the major problem faced by 

internal auditors in conducting an effective internal auditing. These needs utmost 
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consideration and attention of related parties such as the top management and the 

audit committee in their effort for sound governance and accountability in their 

organizations.  

The findings of this study are consistent with the previous studies that highlight the 

importance of internal audit quality to enhance the effectiveness of internal audit 

function. As such, it is essential to highlight and emphasize on internal audit 

competence, objectivity and quality of work performed. Otherwise, internal audit 

function will face difficulties in achieving its’ effectiveness. 

Overall, it can be concluded that the change and improvement of internal audit 

function in the public sector will be a lengthy and slow process if existing problems 

are not overcome. Hence, effectiveness of internal audit function will be easy to say 

than done. This study is subject to its limitations. The results are those of a relatively 

small sample and thus they may not be generalized to the larger population of 

internal auditors in public sector. 

5.4  Recommendations  

Based on findings and conclusion, this report makes the following recommendation; 

The researcher recommends that the management of SUMA JKT should ensure that 

internal auditing is always conducted according to regulation and accounting 

standards. 

 

The management of SUMAJK should be  responsible for ensuring  that  internal  

controls  are  established and  are functioning  efficiently and effectively  to  achieve  

the  mission  and  objectives  to  be  accomplished, meanwhile Internal  Audit  Unit  

will  assist  SUMA JKT Management  by  evaluating or assessing  and  reporting  on  

the  elements of  the internal  control  soundness  and  not   as  a   substitute  for  

SUMA JKT Management responsibilities. 
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The management of SUMA JKT should also conduct frequent training on internal 

auditing and hire more members of staff in the accounting and finance department. 

 

Internal Auditors at SUMA JKT should refine processes to better define audit scope 

in the audit plan and to better estimate what portion of the audit plan can be 

completed. This will help to make the audit process more effective. Also, Internal 

Auditors should improve the process for analyzing current and expected resources so 

that audits can be better planned. 

 

The management of SUMA JKT should improve the management of professional 

development and performance measures. It should also track continuing education to 

ensure all required standards are being met. The management should also establish 

criteria by which Internal Auditors are to be held accountable. 

 The researcher recommends that the main objective of Internal Audit should be to 

appraise the soundness of internal control system in areas of Accounting, Finance, 

Operation, and Value for money, System Audit and Compliance Audit, the major 

concern should be on risk areas such as revenue collection, procurement procedure, 

efficiency in implementing the budget, payment procedure, Custody of the Assets, 

value for money and compliance with internal and external policies. 

5.5  Areas for Further Research 

Having found out that there are various factors that are associated with effective 

internal audit, which factors include; confidentiality, experiences, educational level, 

planning, documentation, financial resources this shows that internal audit is a very 

wide researchable areas. For that matter future study should focus on how each 

particular determinant affects internal audit in government organizations. 

Additionally, research should also extent to private organization to see how effective 

is internal audit. More to that, a comparison analysis can be done on the effectiveness 

of internal audit in private sectors visa via government organizations. 
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Appendix 1: Sample questionnaire 

I am a student at Mzumbe University Dar es Salaam Business School pursuing a 

Master of Science in Accounting and Finance. I have prepared this questionnaire for 

purpose of collecting data on my study titled “ Factors Influencing Effectiveness of 

Internal Audit in Public Organizations in Tanzania: Case Study of SUMA JKT”. 

http://www.gsdrc.org/go
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Your contribution is highly valued in making the study successful. Assurance is 

given that your personal information will be handled confidentially and it will be 

used for academic purposes only.  

 

Please tick (v) on the answer of your choice or/and fill in the blanks provided. If the 

space is not enough write on the back of this paper. 

 

PART I: Personal Particulars 
 

1.  What is the highest level of education you have attained? 

(i) Certificate 

(ii) Diploma 

(iii) Degree 

(iv) Masters degree 

 

2. What is your current position? 

(i) Auditor 

(ii) Accountant  

(iii) Head of Department 

(iv) Other 

 

3. For how long have you worked in your current position? 

(i) 1-2 years 

(ii) 3-4 years 

      (iii) 5-6  years  

(iv) More than 7 years 

4. What is your level of awareness on internal audit issues? 

(i) Fully aware 

(ii) Aware 

(iii) Partially aware  

(iv) Not aware 
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5. Measurement of whether the internal auditors at SUMA JKT have 

appropriate qualifications, relevant skills and experience  
 

 Agree 

 

Disagree 

 Definitely 

Agree 

Agree Do not agree Definitely 

do not 

agree 

There are CPE 

opportunities for auditors 

    

Internal auditors attend 

seminars and workshops to 

update their careers  

    

Internal auditors comply 

with professional ethics 

requirements  

    

 

 

6.  Measurement of whether the internal Auditors work freely and objectively 

within laws and regulations: audit procedures and standards 

 
 Agree 

 

Disagree 

 Definitely 

Agree 

Agree Do not 

agree 

Definitely 

do not agree 

Audit work is carried out 

freely 

    

Audit work is carried out 

objectively 

    

Audit work follows 

established laws and 

regulations 

    

Audit work is done 

according to Audit Plans 

    

Audit work is done 

according to ISA 

    

 
 

7.   Measurement of whether the internal audit work is reported without undue 

influence,  as required by regulations and not interfered by management? 

 
 Agree 

 

Disagree 

 Definitely 

Agree 

Agree Do not 

agree 

Definitely 

do not 
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agree 

Audit work is reported 

without undue influence 

    

Audit is reported according to 

laws and regulations 

    

Audit report is not interfered 

by the management  

    

 
 
 
 

8.  How effective is SUMA JKT in conducting internal audit? 

(i) Very effective 

(ii) Effective 

(iii) Not effective 

 

9.  Please rank problem faced by the internal Audit functions in SUMA JKT 
 

Problem   Ranking  

Shortage of Audit Staff  

Lack of support from the management of SUMA JKT  

Lack of cooperation from auditee  

Lack of audit training among Auditors  

Lack of competence and know-how among staff  

Audit recommendations are not considered  

Lack of audit experience among Auditors   

Lack of competence of the Head of Audit Department   

Negative perception from auditee   

Limited/lack of resources allocated for audit function  

 

10:  Among the following, choose one factor which influence the quality of 

internal audit? 

(i) Audit planning 

(ii) Competence 

(iii) Independence 

(iv) Outside interference 
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11.  How do you rate the effectiveness of internal auditors at SUMA JKT in te 

following internal audit functions? 

 High Moderate Low None 

Verifying financial reports;     

Pointing out inconsistencies     

Preparation of Audit Reports     

 

12.  Among the following, choose one factor which influences the effectiveness 

quality of internal audit function at SUMA JKT? 

(i) Poor audit quality 

(ii) Lack of management support 

(iii) Lack of resources 

(iv) Lack of cooperation 

 

13.  Among the following, choose one benefit of conducting internal audit to 

SUMA JKT? internal audit function at SUMA JKT? 

(i) Prevention of financial misconduct  

(ii) Adherence to financial discipline 

(iii) Enhancing financial reporting 

(iv)  Instilling financial discipline  

 

Thank you for your cooperation. 

 

 

 


