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Abstract

Internal audit plays significant role to achieve organizational objectives. Auditors need to be increasingly
competent in many different areas in order to do a good job: risk and control analysis, financial analysis, computer
technology, etc. An important factor in the professionalization of internal audit is to create a solid ethical climate.
Without an ethical environment, laws will never be properly applied, and the legal framework will only be for
show. Failure to address key strategic and operational risks as well as compliance risk in an annual audit programs
undermines the effectiveness of the Internal Audit Functions. For effective work performance, internal auditors
should have the support of top management and the board of directors. Generally, the effectiveness of internal
audit function is influenced by human and capital resources available, the scope of internal audit function and the
level of interaction with higher management. In most of public enterprise the objectives, authority, scope, and
responsibilities of internal auditing are not spelled out due different factors. Internal auditing is handicapped by a
critical shortage of appropriately trained and skilled manpower, inadequate organizational status, and a lack of
professional independence. The inadequacies in further professional education and the lack of a coordinated
comprehensive training program are critical obstacles to strengthening internal auditing. Purposively sixpublic
Enterprises were selected from the total sixteen public Enterprises found in the city administration. Both primary
and secondary data were used.For Internal Audit to be effective, internal auditors need appropriate competence to
achieve their work effectively, and aspects such as education, training, experience and professional qualifications
of the internal auditors influence Internal Audit effectiveness.
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1. INTRODUCTION

From the very beginning audits are performed to ascertain the validity and reliability of information and also
provide an assessment of a system's internal control.The goal of an audit is to express an opinion on the person or
organization systemin question, under evaluation based on work done on a test basis.Due to practical constraints,
an audit seeks to provide only reasonable assurance that the statements are free from material error.Hence,
statistical sampling is often adopted in audits. In the case of financial audits , a set of financial statements are said
to be true and fair when they are free of material misstatements - a concept influenced by both quantitative and
qualitative factors.

Traditionally, audits were mainly associated with gaining information about financial systems and the
financial records of a company or a business; see financial audit. However, recent auditing has begun to include
non-financial subject areas, such as safety, security, information systems performance, and environmental
concerns.

With nonprofit organizations and government agencies, there has been an increasing need for performance
audits, examining their success in satisfying mission objectives. As a result, there are now audit professionals who
specialize in security audits, information systems audits, and environmental audit.

Internal auditing is an independent appraisal function established within an organization to examine and
evaluate its activities as a service to the organization. This statement is more an introduction than a definition. It
tells little about what internal auditors are responsible for(Ahlawat, 2004).The nature and scope of the assurance
engagement are determined by the internal auditor. Consulting services are advisory in nature, and are generally
performed at the specific request of an engagement client.

Thus, internal audit plays significant role to achieve organizational objectives. The Institute of Internal
Auditor (ITA, 2004)defines internal auditing as internal auditing is an independent objective assurance and
consulting activity designed to add value and improve organization’s operations. It helps an organization
accomplish its objective by bringing a systematic, disciplined approach to evaluate and improve the effectiveness
of risk management, control and governance process The definition signifies that internal auditing is shifted from
traditional assurance service to consulting and value-adding. To provide the required value-adding service, it is
expected to be effective (; Mihret et al, 2010). Hence, effective internal audit function provides the expected value-
adding service from the function to the parent organization.

Initially the major role of internal auditing focused on an accounting oriented function that has been gradually
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transformed into management oriented profession. Previously internal auditors were seen just as an assistant of
accountants and an external auditor but recently internal audit is certainly is considered an independent profession,
which is playing a significant role in the management of organizations.

One main concern is the degree of independence accorded to internal audit in government structures and
organization. As there are still, challenges for to become independent of the executive, independence (structural
and financial) for internal audit is yet another step to take. Internal audit must add value to management, while at
the same time not becoming its servant, but faithfully report on the status to the board or other equivalent governing
body. Besides, Independence of auditors have always been a sensitive issue, especially for internal auditor in which
the internal auditor expected to be independent, while he/she is the employees of the organization, above all, not
clearly organized structure or reporting line make the problem more complicated.Moreover, the emergence of the
concept corporate governance and audit committee brings change in the reporting relationship of internal auditors.
In many countries internal audit required to report functionally to audit committee and it is also play key role to
assist the board and/or its audit committee in discharging their governance responsibility.

Another major challenge is to professionalize the internal audit function. Auditors need to be increasingly
competent in many different areas in order to do a good job: risk and control analysis, financial analysis, computer
technology, etc. An important factor in the professionalization of internal audit is to create a solid ethical climate.
Without an ethical environment, laws will never be properly applied, and the legal framework will only be for
show.

The role of Internal auditing is assuring and consulting organizations but in most organizations they spend
most of their time ensuring that accounting records are properly maintained and reliable; that the assets of the
enterprises are adequately safeguarded and properly maintained; and that the organization is in compliance with
established policies and procedures.

Different study evidenced factor influencing internal audit practice. Among these, Gramling A (2004),
conducted study on Internal Audit Practices, and showed that inefficiency of management commitment, and lacks
of developmental programs for internal auditors were critical factors influencing effectiveness of internal audit
practice.

In most of public enterprise the objectives, authority, scope, and responsibilities of internal auditing are not
spelled out due different factors. Internal auditing is handicapped by a critical shortage of appropriately trained
and skilled manpower, inadequate organizational status, and a lack of professional independence. The inadequacies
in further professional education and the lack of a coordinated comprehensive training program are critical
obstacles to strengthening internal auditing. Also, any evaluation of the effectiveness of controls in future periods
are subject to the risk that those internal controls may become inadequate because of changes in business conditions,
or that the degree of compliance with the policies or procedures may go down.

The present study aims to obtain the opinions of participants regarding the role and effectiveness of internal
audit in public enterprises. It introduces a new perspective for the evaluation of internal audit effectiveness by
identifying factors that impact on audit effectiveness.

In order to achieve the above intended objective, the following specific objectives are considered:
To identify the influencing factor towards internal audit purpose, authority and responsibility
To assess the independency and report structure of internal audit practice?
Identifying factors relate to the competence, scope of internal auditing work, and performance of internal
auditing work. .
To assesses what extent the impact of IT affects [A effectiveness
To look into internal audit role towards risk based auditing and corporate governance effectiveness
In line with the problem statement raised, the study will try to answer the following research questions.
4 What are the influencing factors for effectiveness of internal audit?
4 To whom does the internal audit unit report in public enterprises?
4 What factors limits the internal audit independency, objectivity, and proficiency?
4+ How information technology doesaffect the effectiveness of internal audit?
4+ How the internal audit risk management and good governance is practiced?

Thus, in view of realization of full value of effective internal auditing, this research study is an attempt of
assessing factors influencing the internal audit practices of the public enterprise.

The researcher believes that the result of this research paper will enable the public enterprise governing body
i.e. Managers, Team leaders, and Internal auditors to have an understanding of the factors influencing internal
audit effectiveness, and try to alleviate these factors to achieve the goal of internal audit practices that helps to
meet the objectives set by the public enterprises. The study would be used as an initiation for those who are
interested to conduct a detailed and comprehensive study regarding the internal audit practice of Public enterprises.

& e

2. LITERATURE REVIEW
In the past, internal auditing was defined as an independent appraisal function established within an organization
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to examine and evaluate its activities as a service to the organization. This statement is more an introduction than
a definition. It tells little about what internal auditors are responsible for(Ahlawat, 2004).

Accordingly, the new IIA definition of internal audit is as follows: Internal auditing is an independent,
objective assurance and consulting activity designed to add value and improve an organization’s operations. It
helps an organization accomplish its objectives by bringing a systematic, disciplined approach to evaluate and
improve the effectiveness of risk management, control, and governance processes. This definition states that scope
of internal auditors is assurance and consulting activity. Assurance services involve the internal auditor’s objective
assessment of evidence to provide an independent opinion or conclusions regarding an entity, operation, function,
process, system or other subject matter. The nature and scope of the assurance engagement are determined by the
internal auditor. Consulting services are advisory in nature, and are generally performed at the specific request of
an engagement client. The nature and scope of the consulting engagement are subject to agreement with the
engagement client.

Audits performed by internal audit function are; financial audit for public financial statements, audit of the
management information system, operational audit, compliance audit, , IT Audit, , risk assessment and others.

Management support is another critical factor that enhances IA effectiveness. In order for the internal audit
department to be effective, the support of top management is absolutely critical. Bonner (1990) finds that the
support of A by top management was identified in his interviews as a critical validation of the fact that internal
auditors should perform their work effectively. Mihret and Yismaw (2007) andMihret and Woldeyohannis‘s (2008)
studies in Ethiopia state that management support to IA is considered as a determinant of TA effectiveness.
According to Mihret (2009), management support to IA is identified as one of the factors that bode well for a good
IA department profile. In addition, Stewart J and SubramaniamN (2006) indicate that with the appropriate level
and type of resources directed to the internal audit function, firms should subsequently reap the benefits in terms
of the internal audit function aiding and supporting the external audit. The studystates that there are four factors
that IA directors could develop to enhance IA effectiveness, namely: top management support; an appropriate
corporate environment; high quality internal audit staff; and an appropriate corporate environment.

The authors also highlight that the visible support of top management to the internal audit department may
be the single most important factor that enhances IA effectiveness.

For effective work performance, internal auditors should have the support of top management and the board
of directors. Management support is also important for an internal audit department to monitor management risk..
Furthermore, top management support is crucial to the success of a variety of initiatives. Top management support
is shown by the motivation provided by top management to internal auditors.

Mihret and Yismaw (2007) state that autonomy on budgets is another sub factor relating to the organizational
setting, as it entails resource implications. They find that the internal audit office of the university is not a budget
center, and evidence from interviews and questionnaire responses indicate this lack of authority for budget
administration adversely influences performance of the internal audit office.

Another form of management support lies in financial support in terms of bonuses and recompense. It could
be argued that management support in terms of these financial incentives for the internal auditor staff motivates
staff to work in this area and be more effective.

Bonner S, and Walker (1994) find that management is more likely to comply with internal auditor
recommendations and that an organization‘s internal auditors may enjoy a certain crucialityif senior management
is externally motivated to follow the recommendations of the internal audit department. Without such motivation,
the internal auditor may not be in a position to influence management when management‘s actions are
inappropriate. It appears that management‘s acceptance of the internal auditors recommendations may enhance [A
effectiveness. Therefore, the internal audit department may not be able to adequately and effectively achieve their
work without the appropriate support of the body it is responsible to, whether this support is moral through the
sufficient authorities vested in it or physical through the availability of all its needs. It appears that strong top
management support, communicated throughout the company, is an absolute necessity in order to achieve 1A
effectiveness.

3. EMPIRICAL EVIDENCE

The effectiveness of internal audit function is influenced by organizational setting, management support, internal
audit quality, audit attributes and the interplay among them (Mihret and Yismaw, 2007). Thus, the favorability of
the four factors positively influences the effectiveness of the internal audit function.

Similarly, Arena, Elder and Beasely, (2012) noted that effectiveness of internal audit function is influenced
by resources and competencies of an internal audit team, activities and processes performed and organizational
role. Generally, the effectiveness of internal audit function is influenced by human and capital resources available,
the scope of internal audit function and the level of interaction with higher management.

Different studies have been conducted to determine internal audit effectiveness, the characteristics of internal
audit department and the value adding role of internal audit function. Shamsuddin, (2014), examines the factors
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that influence the effectiveness of the internal auditors’ functions in public sectors in Malaysia. Data were collected
through semi-structured face-to-face interviews conducted on eight internal auditors from three government
ministries as well as an auditor from the Auditor General (AG) office. The findings from this paper suggesting that
internal auditors in public sector are facing difficulties in carrying out their functions effectively due to lack of
independence since they have to audit their own “boss”. Arena and Azzone (2009) conducted a survey study in
153 Italian companies to understand the organizational drivers of internal audit effectiveness. The result revealed
that internal audit effectiveness is influenced by: the characteristics of the TA team, the audit processes and
activities, and the organizational links. The effectiveness increases in particular when; the ratio between the
number of internal auditors and employees grows, the Chief Audit Executive is affiliated to the Institute of Internal
Auditors (IIA), the company adopts control risk self-assessment techniques, and the audit committee is involved
in the activities of the internal auditors.

Michael et al., (2007) studied process model of internal auditing. The purpose was to investigate and
understand the reasons why internal auditing is often perceived to not add value. It was based on process analysis,
identified areas of potential inefficiency and conflict. The literature review identified the standards and guidance
that influence the way internal auditing is managed and its current trends

Questionnaire was sent to auditors and auditees, to gain their views on audit effectiveness and quantify their
perception of value. The finding reveals that variations exist in the perceived value of internal auditing, particularly
of some key stages in the process. The management of internal auditing is too focused on programmed achievement,
not the resulting value from improvement action. This study focused on the value adding practice of internal audit.
This on the other hand is influenced by the effectiveness of the function.

Mihret and Yismaw, (2007) conduct a case study research. The purpose of the study was to identify factors
impacting the effectiveness of internal audit services in Ethiopian public enterprise by employing a case study
design. The findings suggest that management support and internal audit quality have significance influence on
the effectiveness of the function. The researchers conclude that, there is a limited effectiveness in the case
organization. However, this study was conducted before the implementation of internal audit reengineering in
Ethiopian public enterprises. The reengineering has been implemented in order to improve the performance of the
function.

In addition Mihret and Woldeyohannis, (2008) conducted a case study research in an Ethiopian public
enterprise. The purpose of the study was to draw inferences on how the attributes of a value adding internal audit
department would vary among organizations. The finding reveals that the traditional/ compliance audit is dominant
in the organization under study contrast to value-added auditing. The study concluded that goals and strategies
pursued and the level of risk faced by organizations to which internal audit provides service, appears to shape the
attributes a value adding internal audit department. The study also demonstrates that the quality of strategic
planning for and marketing of internal audit would influence the extent to which an appropriate value-added profile
is attained in a particular context. This study assessed the value-adding role of internal audit function in an
Ethiopian public enterprise. The value adding role of internal audit function is determined by the perception of
auditees and internal auditors. Internal audit effectiveness on the other hand, stands for the functions capability to
achieve the functions objectives

Flesher et al (2000)find that scope of audit work significantly influences the information and communication
aspect of the internal control system. A system of internal control consists of policies and procedures designed to
provide management with reasonable assurance that the business entity achieves its objectives and goals.

4. METHODOLOGY OF THE STUDY

The type of research which is being employed in this research is descriptive type, describing the characteristics
of a particular individual in this case the researcher must able to define what he want to asses and find adequate
methods of measuring it along with a clear cut definition of population the researcher wants to study. Accordingly,
this method is selected, because it would be convenient for the purpose of examining the practice of internal audit
in public enterprises. The study considered both qualitative and quantitative research approach.Both primary and
secondary data were used. The populations considered in this study were all public Enterprises found in Nekemte
city administration. As per trade and industry office of Nekemte city administration of the year 2015, there are
sixteen public enterprises. Each public enterprise constitutes finance head, managers &internal auditor, human
resource and other employees. Purposively six public enterprises were selected. The researcher selected public
enterprise based on scope of internal audit, focusing on internal audit function and internal auditing activities they
provide than others. From the selected public enterprise the researcher purposively had taken internal auditors,
heads of finance, human resource, property management and the top managers.

Accordingly, depending on the sampling technique stated the study selected six public enterprises. These are:
Telecom, Ethiopian Electric Power Corporation (HEPCO), Commercial Bank of Ethiopia (CBE)), Ethiopian
Insurance Company (EIC), Construction & Business Bank and General Trade importer Institutions. A sample size
included in the study were all internal auditors, Team leaders of finance, human resource and property
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management and managers of each selected public enterprise. Thus 18 questionnaires’ were distributed to internal
auditors and 50 questionnaires to others. The sample size of the study was totally 68.The gathered data was
interpreted, analyzed and discussed. The data collected were edited, coded, and presented. The collected data were
processed by using statistical software called SPSS 16.0 version. The analysis of data also is through different
statistical tool like mean, mode, percentage median standard deviation, etc. The data was presented by the use of
charts, graphs and some other statistical techniques.

5. RESULT AND DISCUSSIONS
Two types of questionnaires were prepared for the internal auditors and other employee so as to harvest more
information on important issues which are very relevant to the research objective.

Questionnaire Distributed and Collected

No. Questionnaire Respondents
Internal Auditors other Employees
No % No %
1 Distributed 18 100 50 100
2 Collected 17 94.4 46 92
3 Uncollected 1 5.6 4 8

Source: Survey Result

As it can be seen from the, 50 questionnaires to other employees and 18 questionnaires to internal auditors of
Nekemtetown public enterprises were distributed; only around 17 of them from Auditors and 46 of them from
employees were collected. This is sufficient response rate because more than 90% of the questionnaires were
collected and used for the analysis. About 5.56% of the questionnaires from internal auditors and 8% of them from
other employees were not collected due to the reluctance of the respondents. Thus, only 94.4% of questionnaires
from internal auditors and 92% of questionnaires from other employees were used for the analysis. Some
respondents did not respond some questions of the questionnaire for either they overlooked or the questions do not
concern them and in the analysis part they are reported as “Unspecified”. Questionnaires were distributed to all
the auditors. Interviews were conducted with the managers as mentioned above to support the results.

Demographic Characteristics

Demographic factors are the most indicators of performance. Thus, in this research the demographic characteristics
of respondents like sex, age, marital status Experience and educational level are emphasized.Regarding to Sexes
of respondents about 70.59% of the respondents was male while about 29.41% of them were female. This notifies
that more than half of the internal auditors were male. From this we can concluded that the participation of females’
employees was low in internal audit department compared to males.

As noted, a number of prior studies have found that experience impacts on the ethical decision making of
internal auditors. However, the direction of the relationship is ambiguous. In an experiment on working paper
review, Bonner (1994)found that managers outperformed seniors with respect to identifying ethical cues. This
study also examines how audit experience affects the development of auditors’ client business knowledge. Thus,
to investigate the related research questions, it was necessary to have auditors with varying amounts of audit
experience complete the study.

According to survey result 52.94% of employee having experience as auditors 3-5 years’ experience and
35.29% of employee have experience of 5-10years in addition 35.29% of employee have experience of 1-3 years’
experience . In general internal audit work requires experience on a wide range of systems and operations. As it
is indicated above, one can understand that almost half of the auditors have less than 6 years of experience working
in the auditing profession. This shows that much of the respondents are not well experienced working as an auditor

ITA states that the purpose, authority, and responsibility of the internal audit activity should be formally
defined in a charter, consistent with the standards, and approved by the board. Again, implementation ITA standard
states that the nature of consulting services should be defined in the audit charter. In addition to the availability of
the internal audit charter that clearly states the purpose, authority and responsibly of the IAF in each of the public
enterprise, the internal audit charter should be effectively communicated to the respective internal auditors.

Being one of the very essential elements of internal auditing, audit charter needs to be available and clearly
understood by the people in action. According to survey result 5.88%o0f the respondents reply that there is no audit
charter and 5.88% answered that they have no information about the availability of audit charter in their
organizations. Most of the respondents 88.24% respond instead of audit charter uses government manual. This
implies that the audit charter is not present in those organization instead used only government manual.

In this respect, the researcher tries to analyze two different subject matters: internal auditor’s hierarchy and
reporting line of the internal audit function based on the analysis more majority of respondents said that their unit
is responsible for Top management of the organization which consists of 82.35% of the respondents. 11.76% of
respondents said that internal auditor’s periodically report to board of directors. The remaining 5.88% of
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respondents said that they report to line management.

The result shows that there was no good communication of internal audit findings with top management. It
indicates that in the view respondents there exists no follow-up practice for implementation of corrective actions
related to audit findings.

Types of auditing

The survey also aimed at analyzing planned annual auditing activity is devoted to (in percentage) the following
audit types: Financial audit for public financial statements, Operational audit, Compliance audit, performance audit
and IT Audit

No TYPES OF AUDIT N Mean Std. Deviation
Valid Missing

1 Financial audit 17 0 2.3529 93148

2 Performance audit 17 0 3.7059 98518

3 Compliance audit 17 0 2.9412 1.14404

4 IT Audit and Fraud investigation 17 0 4.0000 79057

The scope of internal audit service was assessed in asking questions. From the total of 4 questions; questions
had mean responses of less than 3.00. This implies that in the view of respondents, internal audit function often
perform those activities. Those questions were focused on financial performance and compliance audit activities.
The standard deviation of question 3 was more than 1.00-which indicates that the perceptions™ of respondents
were far from one another. The scope of internal audit generally regards the suitability of procedures from the
perspective of economy, effectiveness, and efficiency. Generally it was found that most organization applies
financial audit and compliance audit type. Public enterprise internal audit guide line require all of audit activities
listed above to be performed, but many public enterprises specially smaller one were performed compliance and
Financial audit in their annual audit activities. However, the auditors are not engaged in the full range of activities
as might be expected by professional standards, e.g. auditors are not involved in the audit of IT audit.

Audit planning

Planning is generally considered a vital audit activity and it includes preparing annual plans and programs for
individual audit assignments. The operational standard No. 500 of the Internal Audit Standard of the Government
of Ethiopia, dealing with the planning aspects of the internal audit, requires the preparation of a strategic plan
usually a five-year plan, a periodic (annual) plan and plans for individual audit assignments.

The results revealed that the audit planning practice in Nekemte city administration public enterprise was
assessed. 29.41%of the respondent’s reveals that the annual audit plan is prepared and it is based on risk assessment
and. 58.82% shows audit plan is prepared according to request of top management. Only 11% of the respondent’s
reveals that by considering the resources available. This implies that, in the view of respondents, the annual audit
plan is prepared by request of top management. The results revealed that internal audit function use all three
approaches to plan its annual audit, but request of top management approach is the most important as compared to
risk based and control based approach.

Management support

Management support is one of the most important factors influencing audit practice. As the response indicates, the
auditors feel that the public enterprise does not sufficientlyutilize audit reports. All the respondents replied that the
management's response tothe internal audit findings and recommendations is generally not adequate. This would
havefar reaching implications on the auditor's attitude towards improving audit quality, theircommitment to
develop a career as internal auditor in the public enterprise and their job satisfaction.

The responses to questionnaires reveal that 58.8% of the respondents say low support of management and
23.5% of them says very low commitment of management’s .5.9% of them responds neutral and only 11.8% of
the respondents say high commitment of management there. The result shows low response to audit findings and
recommendations from the management side.

Interviewees reported that internal audit suffers from a lack of support from top management. Resistance to
the establishment of internal audit has created a negative attitude towards internal audit and consequently, low
levels of support. Several reasons were offered for the perceived absence of management support. These included:
ignorance on the part of top level management regarding the importance of the internal audit role and lack of
attention paid thereto; the organizational status of internal audit which consequently affected its independence;
and general organizational resistance to the idea of establishing an internal audit function.

Corporate Governance

James K (2003) noted that IAF plays a unique role in the governance process; and Paape, et al. (2003) added that
in the slipstream of current developments, legislations, rules, regulations and guidelines coming from many
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directions organizations, rather than the individual decisions of this or that company, board or committee, IA is
most likely going to be viewed as an important and even integral element of the corporate governance system.
“internal auditors check compliance with laws and regulations”, median and mode responses were 5.00 and this
were supported by interviews and documents review result that one duty of internal auditors is checking of
activities compliance with laws and regulations. This indicated that IAF exhibited a high profile in checking
compliance with laws and regulations which conforms to the concept that IA reviews the compliance framework
and specific compliance issues to deliver service to other parties of corporate governance to discharge their
governance responsibilities. Moreover, Mihret and Woldeyohannis (2008) in their case study research on the
value-added role of internal auditing revealed that compliance auditing shares most of the auditors™ time in their
audit activity.

No GAVERNANCE N Mean Std.
Valid Missing Deviation

1 Internal auditors check the adequacy of record keeping 17 0 2.8824 0.85370
when appropriate

2 Internal auditors check compliance with laws and 17 0 2.0588 74755
regulations

3 Internal auditors assess the accomplishment of corporate 17 0 4.0588 74755
objectives

4 communicating risk and control information to areas of the 17 0 3.8824 .85749
organization

Source: Questionnaire results

The governance was assessed in question 1 up to question 4. The first two questions focused on governance
and questions had mean responses of less than 3.00and standard deviation of less than one. This implies thatin
respondents perceptions were closed to each other. Internal auditors check the adequacy of record keeping when
appropriate and Internal auditors check compliance with laws and regulations.However; the second two questions
had mean responses of greater than 3.00and standard deviation of less than one. This implies that that respondent’s
perceptions were closed to each other.It implies that most internal auditors were not assess the accomplishment of
corporate objectives and communicating risk and control information to areas of the organization.

Supplementary, interview and document review results also revealed that IAF checks the effectiveness and
efficiency, and accomplishment of objectives of the organization. These results imply that internal auditors of the
organization haveno much key roles in delivering the services to maintain strong corporate governance that
corroborates to the literature that IA“s key role is to assist the top management in discharging their governance
responsibilities by delivering assessments of the accomplishment of corporate goals and objectives.

Challenges of computer technology

The rapid changes caused by the continuous introduction of new computer technology have made the internal
auditor's job more complex. Typical computerized applications of the 1990s incorporate, and are developed using,
advanced methodologies and techniques. These applications may be decentralized and may have distributed
databases. Telecom and banks are becoming an integral part of computerized applications and many of these will
be designed in conjunction with the use of innovative technology.

Statistics
Responding to the challenges of computer N Mean Std. Minimum Maximum
technology Valid Missing Deviation

1 Internal audit staff have qualifications for 17 0 3.7059 1.10480 2.00 5.00
auditing computer technology systems

2 Internal audit staff uses computer technology is 17 0 3.7647 .66421 2.00 5.00
being as an audit tool in actually performing the
audits.

3 We found that, in several departments, internal 17 0 4.0588 .65865 3.00 5.00
audit provide adequate audit coverage of EDP
systems;

4 Internal audit staff did effectively use computers 17 0 3.2353 1.14725 1.00 5.00
to improve audit productivity;

5 Internal audit staff have the internal computer 17 0 4.0000 79057 2.00 5.00

audit skills r to carry out major computer audits

The result in the table (a table under Challenges of computer technology)indicated that respondents on
practice of computer technology in internal auditing on questions focused on practice of computer technology in
internal auditing questions had mean responses of greater than 3.00and standard deviation of less than one. The
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Standard deviations of the first and fourth questions were more than 1.00, which implies some internal audit staff
have qualifications for auditing by computer technology assessment, and effectively use computers. This implies
that those respondents’ perceptions were far away from each other

In this study of best practices in internal audit, the researcher saw how developments in technology have
increasingly affected internal audit. In reaching this conclusion, it is looked at the scope of audits of information
systems, the staff qualifications for auditing these systems and the extent to which computer technology is being
used as an audit tool in actually performing the audits. It is observed that, in several departments, internal audit:
did not provide adequate audit coverage of EDP systems; did not effectively use computers to improve audit
productivity; and did not have the internal computer audit skills either to carry out major computer audits or to
supervise the work of EDP audit consultants. From this it can conclude that ineffectiveness of IA on EDP resulted
in ineffectiveness of IA.

Staffing and training

To implement the audit, the auditors' diploma or degree is not sufficient; getting well trained auditorswith strongly
built skills is the urgent need of the corporation. Only then can the auditors play the desired role. Investing in
training has a paramount importance. Therefore, the organizations should have sound budget to train its auditors,
be it in-house or external as necessary. New approach to staffing that uses the training and development potential
of internal audit will likely result in staff who bring a different mix of skills to their work. Staff with only technical
audit skills will become less prevalent. By contrast, those with program-related knowledge, a broad management
perspective and specialized skills such as information management and technology will become more common.

Staffing and Training of internal auditors

No Staffing N Mean Std. Minimum Maximum
Valid Missing Deviation
1 Internal auditors have the chance to 17 0 4.00 79057 2.00 5.00
attend either training programs or
conference
2 The contribution of the top 17 0 3.8235 72761 2.00 5.00

Management for training via
enhancement of

3 auditors' technical and professional 17 0 3.7059 77174 2.00 5.00
knowledge is high

4 the organization have sound budget to 17 0 4.00 70711 3.00 5.00
train its auditors

5 number of staff is sufficient in you 17 0 4.2353 .83137 2.00 5.00
organization

6 Internal auditors leave the department 17 0 4.1176 78121 2.00 5.00

via transfers to other departments in
the organization
The staffing and training was assessed in questionsfocused on training and had mean responses of greater
than 3.00and standard deviation of less than one. This implies that that respondent’s perceptions were closed to
each other.In addition the question focused on training and questions had mean responses of greater than 3.00and
standard deviation of less than one. This implies that respondent’s perceptions were closed to each other. The
figure evidence indicated that as a result of high-staff turnover auditors leave the department via transfers to other
departments in the organizations; on the other hand, transfers into the internal audit department are significant.
This results in more new recruits in the department, which adversely impacts the effectiveness of internal audit. In
addition, the number of staff is not sufficient, given the large size and complexity of the organization activity.
Responses to open-ended questions in the questionnaire revealed that the auditors view the office as given
insufficient attention in terms of staffing. Training analysis of the figure data revealed that there is a shortage of
training programs and too few opportunities to attend such training that did exist. To take an example, one
interviewee said: several reasons for the lack of training, including financial issues (example, the amount allocated
for training staff), shortage of internal audit-related programs available to internal auditors.The above comment
and the responses to the questionnaires indicate that the level of training given to auditors is low.

Attitude of employees towards Competence of internal auditors

For TA to be effective, internal auditors need appropriate competence to perform their work
satisfactorily(Bonnerand Pennington (1991). Technical competence and continuous training are considered
essential for effective internal audit. Leung, Cooper and Robertson (2003)indicate that experience is an important
tool in enhancing auditors ‘knowledge. Internal auditors require a wide range of competencies to achieve
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satisfactory performance in the various hierarchical positions within internal audit departments to audit different
department in the organization. Competence requires knowledge and professionalism that the auditor should
acquire from education, on-the-job training, and experience. This view is supported byFlesher and Zanzig
(2000)who indicate that internal audit departments should have internal auditors who possess a variety of skills to
enable them to undertake audits of areas beyond financial activities.

INTERNAL AUDITORS COMPITENCY N Mean Std.
Valid Missing Deviation
1 Internal auditors possess appropriate knowledge to audit 46 0 4.09 .694
your department
2 Educational level 46 0 2.17 437
3 Internal auditors ascertain your department‘s compliance 45 1 4.09 701
with organizational policies and procedures
4 The existence of internal audit assists efficient use of 46 0 4.15 470
resources in the organization
5 Internal auditors possess adequate experience to 46 0 4.02 .683

understand your department

The questions were distributed to respondents to assess the competence of internal auditors in the organization.
The mean responses were above 4.00 for all questions except the second question which shows mean response of
2.17 indicating auditors are in good Educational level. This reveals that in the perception of respondents, that they
are not competent. The standard deviation of the second & fourth was less than 1.00-which indicates that the
perceptions of respondents were close to one another.

Employee Support towards Internal Audit Effectiveness

For IA to be effective, internal auditors need appropriate competence to perform their work satisfactorily. Staff is
vital to the effective operation of IA, and that unless they possess the necessary competencies the power of internal
auditors may be diminished. Staff will support by giving important information for auditors that effectively
contribute to the achievement of organizational goals; internal auditors who are familiar with the organization
under audit are in an ideal position to provide information. Forexample if information concerning a perpetrated
fraud ispassed on to internal audit well in advance, this fraud will be prevented from occurring. In this way the
employee will have shown form of good manners and supported internal audit by rendering information, which
contributes to risk management by way of preventing a loss from occurring, thus indirectly contributing to
effectiveness of internal audit function.

The prevention, deterrence and detection of fraud are the responsibility of management. The usual role of
internal auditors is to develop audit programs and procedures to evaluate the internal controls that management
has established to manage the risk of fraud. In practice auditing sometimes prevent employees from committing
fraud and occasionally detects a fraud, but these is applicable if employees support them

Thus staff commitment as being linked to positive behavioral intentions under control of individuals and are
important components in achieving organizationalobjective. This means that as more of support to internal audit
function will be realized which will ensure effective audit, in turn, enabling achievement of objectives.

6. CONCLUSION AND RECOMMENDATION
This implies that the higher the level of acceptability of internal audit functions, the more support internal audit
function will receive from management and staff. Therefore management needs to create an environment that will
harness commitment and support to internal audit if it is to effectively perform its responsibility of giving assurance
that organizational risks are effectively managed. This will only be possible if individuals within organizations are
aware of the role and importance of internal audit function. Therefore organizations sensitizing of staff about the
role of internal audit is also necessaryperformance may influence. Such acts of appreciation, if interpreted as
management support by the internal auditors, can influence them to perform conscientiously positively impacting
on their effectiveness. This means that the more, individuals are willing toexhibit extra-role behaviors in
organizations, the more they will render support to internal audit function.Individuals who are willing to exhibit
extra-role behaviors for the good of the organization are prone to rendersupport to internal audit function in their
process of assisting organizations manage risks. This support will bemanifested through those extra role behaviors.
For example if information concerning a perpetrated fraud ispassed on to internal audit well in advance, this fraud
will be prevented from occurring. In this way the employee will have shown form of good manners and supported
internal audit by rendering information, which contributes to risk management by way of preventing a loss from
occurring, thus indirectly contributing to effectiveness of internal audit function.

The findings of the study revealed that internal audit department needs to enhance the proficiency of IA such
as; training, experience and professional certification so as to foster the quality of IAF and in turn to has positive
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impact internal audit effectiveness, for the reason that audit quality significantly influences audit effectiveness.
Management’s commitment to taking timely corrective action to IA recommendation and hiring of well qualified
employees is a proxy for the quality of IAF. Hence, management of needs to improve these issues to have quality
IAF and its positive impact on audit effectiveness. Moreover, the researcher recommends that to receive the multi-
services which delivered by IAF (or assurance and consulting services) and contribute to the effectiveness of audit ,
management of the organizations should recognize and implement IA activities and reports, in view of the fact
that that rate of implementation of audit recommendation by management is indicative of IA effectiveness
(Mihret&Yismaw, 2007).

Future research should also focus on IAF role in corporate governance effectiveness in other sectors to add
to the existing knowledge and to evaluate the practices of IA activity. It is suggested that internal auditors train
employees regarding the accurate handling of resources in order to increase effective and efficiency of economic
use of resources and value creation.

When internal auditors have professional proficiency such as adequate knowledge, professional membership,
certification and training in electronic data processing systems, it would imply that they are competent. Based on
this understanding, For IA to be effective, internal auditors need appropriate competence to achieve their work
effectively(Bonner1990), and aspects such as education, training, experience and professional qualifications of the
internal auditors influence IA effectiveness (Al-Twaijry, Brierley&Gwilliam 2003). It is therefore recommended
that: Additional staff with audit experience be employed to augment the staff strength.Staff should be motivated
through strategies such as effective feedback systems, self-fulfillment, There should be effective staff training and
development programsThe department should be evaluated for its efficiency, effectiveness and economy.

Training to provide staffs who do not have an audit background with knowledge of audit standards, principles
and ethics and with the requisite technical audit skills will be essential

The most frequently cited reason that is ranked first by respondents is inadequate management support for
the office.

In our study of effectiveness of internal audit, we saw how developments in technology have increasingly
affected internal audit. Most internal audit will have to change their audit approaches and use technology more
and more to improve both their service and the quality of their audits. However, the study found that internal audit
in the federal government has met the challenge of playing an effective role in auditing these systems. As a result
improvement is needed to eliminate these weaknesses. Specifically, internal audit must acquire and maintain EDP
audit skills and develop and use methodology for auditing computer systems. It must also learn to use technological
tools to increase the productivity of its audits.

7. SCOPE FOR FURTHER STUDY

The study would be more fruitful if it were conducted widely by including all public enterprises in Ethiopia. Thus,
more intensive researches on the area should be undertaken especially on factors affecting the effectiveness of
internal audit practices in public enterprises in Oromia in particular and in Ethiopia in general.
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