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Abstract

Evidence from studies reveal ineffectiveness of the internal audit investigations regarding its
effects on the public sectors and the lack of proper attention being paid to budgetary controls in
these public sectors. The study examined the role of internal audit in Metropolitan, Municipal
and District Assemblies (MMDAs) in Ghana so as to determine their relevance to governance.
Specifically, the study examined the human resource management practices of the Internal Audit
Units in the MMDAs; determined the level of independence of the internal audit units in the
performance of their functions; and finally evaluated the quality (effectiveness) of internal audit
functions in the Assemblies. A structured questionnaire was used as a primary data collection
instrument from respondents selected through purposive and convenient means. Items of the
questionnaire were measured on the Likert ranking scale. Ten (10) Assemblies in the Greater
Accra region were selected. Overall, 70 respondents were sampled including 55 internal
auditors, and 15 budget officers of the Assemblies. Data analysis was done using descriptive
statistics. The study concludes that the Assemblies have strong human resource management
practices in the Internal Audit Unit to ensure effective functioning of the internal auditor.
However, the study found that there is weak quality assurance, weak continuous improvement
programs for the auditors, and poor conditions of service to motivate the internal auditors in the
performance of their functions. The internal auditors in the Assemblies perform their functions
with little or no internal and external interferences. The internal auditors in the Assemblies are
effective in the performance of their functions. The internal auditors are capable of performing
their functions and are therefore relevant to the Assemblies.
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INTRODUCTION
Background of the Study

In the public sector, controls are mainly in­
built in the public financial management
system. Public financial management includes
the legal and organizational framework for
supervising all phases of the budget cycle,
including the preparation of the budget,
internal control and audit, procurement,
monitoring and reporting arrangements, and
external audit. The effectiveness of public
financial management activities of public
organizations therefore can be enhanced
through effective internal audit functions.
This study therefore seeks to determine the
effect of internal audit functions on the
financial management activities of public
sector organizations in Ghana

Internal auditing is an integral part of
governance in both the public and the private
sectors (Cohen et. al., 2002). Historically,
internal audit has been considered as a
monitoring function-the “organizational
policeman and watchdog” (Morgan, 1979),
tolerated as a necessary component of
•organizational control but deemed
^subservient to the achievement of major
•corporate objectives. According to the
Ilnstitute of Internal Auditors (2011), internal
^auditing is an independent, objective
^assurance and consulting activity designed to
sadd 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. It is apparent from this definition
t hat internal auditing (1A) is expected to add

"walue to organizations by providing a wide
-range of services including assurance and
^operational (performance) audits as well as
■management consulting on a variety of issues.

The importance of internal audit in public
sectors provides for reduction in costs on
activities of the government by identifying
inefficiencies and investigating potential theft
or fraud in operations. It ensures compliance
with applicable acts and policies. Internal
audit is intended to target the financial
controls used for delivery of funds, projects
and programs. It also deals with financial
management particularly in terms of
development, communication, and main­
tenance of financial management control
framework for regular programs, projects and
disbursement of funds. Therefore, the internal
audit function plays a unique role in corporate
governance by monitoring organizational
risks and ensuring that organizational
processes are efficient and effectively
controlled (Institute of Internal Auditors
Research Foundation, 2003).

An internal audit function is an essential part
of any public expenditure management
system and should ensure that public spending
is within budgetary provisions; disbursements
comply with specified procedures, provide for
the timely reconciliation of accounts and
effective systems for managing and
accounting for physical and financial assets
(Commonwealth Secretariat 2005).Van
Gansberghc (2005) puts forward the case
that: “...Management must recognize the
value added role of internal audit and
contribute towards its effectiveness.” He also
states that “.. .as internal auditing in the public
sector assumes a status of professional
practice, management would benefit from its
recommendations in improving its decision­
making and thus would be playing a more
proactive and foresight role”. Internal audit
function provides internal consulting services
to the management in public sector
institutions and hence the executive arm of
government for smooth and efficient
functioning and for reviewing and improving 
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its performance. It also ensures that there are
efficient controls and greater transparency in
the decision and policy-making processes of
government functionaries and institutions in
delivering services successfully and in carrying
out development programs in an efficient and
appropriate manner. Public sector controls
cover all aspects of activities including
financial, managerial and operational policies.
They are intended to safeguard assets, ensure
the accuracy and reliability of financial
information, and promote operational
efficiency.

Furthermore, Prawitt et al. (2006) found that
the internal audit function moderates the level
of earnings management in companies.
Additionally, recent speeches from Securities
and Exchange Commission (SEC) officials
(e.g. Herdman, 2002; Richards, 2002;
Gadziala, 2005) emphasize the significance of
internal audit to a company's governance
structure. Therefore, inefficiency in the role of
internal audit can result in financial reporting
irregularities, fraud and low organizational
performance.

Statement of the Problem
Evidence from studies reveal ineffectiveness of
the internal audit investigations regarding its
effects on the public sectors and the lack of
proper attention being paid to budgetary
controls on these public sectors. A study
carried out by the World Bank in 2006 on the
Public Financial Management in Ghana 

revealed insufficient understanding of the
effects of internal audit in ensuring
appropriate controls in an environment where
the accounting officers are formally held
accountable for their expenditure. The study
also found weak capacities amongst the staff
of Internal Audit Units in the MMDAs which
undermine the effectiveness of the internal
audit function in carrying out its roles (World
Bank, 2006). This brings into question the
relevance of internal audit in public
institutions as a vehicle for sound public sector
governance.

In recent years, there have been articles
stating that corruption, fraud, financial
mismanagement, and errors, are resulting in
inefficient systems associated with the public
sector. This is amply exemplified by the Public
Accounts Committee (PAC) of the Parliament
of Ghana which reviews the audit reports of
the Auditor General on the financial
management practices of public institutions in
Ghana (PAC, 2012).

The relevant questions emanating are: what is
the level of efficiency or effectiveness of the
internal audit functions of the public sector of
Ghana? What is the performance of the
financial management of public organizations
in Ghana? To what extent does the internal
audit function affect the performance of
financial management in public organizations
in Ghana? Finding answers to the above
questions is the direction or focus of this study.

Objectives of the Research

To achieve the purpose of the study, the following specific objectives have been outlined:

i. To examine the human resource management practices of the Internal Audit Units in the
MMDAs

ii. To determine the independence of the Internal Audits Units of the MMDAs

iii. To examine the quality (effectiveness ) of internal audit functions in the MMDAs
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LITERATURE REVIEW

Theoretical Literature

Concept of Internal Audit

In order to determine internal audit
effectiveness, it is important to analyze the
concept of internal audit (Savcuk, 2007).
Internal audit is defined by the Committee of
Sponsoring Organizations of the Treadway
Commission, COSO (1992) as a procedure
which offers fundamental security to the
business or entity concerning the credibility of
its financial affairs. An important step was the
1999 definition of Internal auditing issued by
the Institute of Internal Auditors (ILA, 1999),
which clearly states that “...the internal
auditing activity should evaluate and
contribute to the improvement of risk
management, control and governance” (IIA,
1999). This definition shifts the focus of the
internal audit function from one of assurance
to that of value added and attempts to move
the profession toward a standards-driven
approach with a heightened identity (Bou-
Raad, 2000; Krogstad et al., 1999).

The Institute of Internal Auditors (2004)
stated that the internal audit activity should
evaluate and contribute to the improvement of
risk management, control, and governance by
recognizing the assurance and consulting roles
of internal auditing in corporate governance.
The ILA sees the objective of internal auditing
as both supporting and strengthening an
organization's governance mechanisms and
evaluating and improving the effectiveness of
risk management and control.

It can be argued from the IIA's 1999 definition
of internal auditing that the internal auditor is
required to be a multi-skilled individual. The
internal audit profession has expanded over
the years to include a much broader spectrum
of services and activities. It has become one of 

the more important key players in corporate
governance (King, 2001). Internal auditors
now also place significant emphasis on the
participative approach to internal auditing,
which aims to achieve involvement within,
and co-operation with the engagement client
in order to improve operations and add
continuous value to their organisations
(Ratliff, et al. 1967). The participative
approach is more achievable as a result of the
new definition of internal auditing.

A more specific definition is given by Sawyer
who stated that internal auditing is:
...a systematic, objective appraisal by internal
auditors of the diverse operations and controls
within an organization to determine whether
(1) financial and operating information is
accurate and reliable, (2) risks to the
enterprise are identified and minimized, (3)
external regulations and acceptable internal
policies and procedures are followed, (4)
satisfactory operating criteria are met, (5)
resources are used efficiently and
economically, and (6) the organization 's
objectives are effectively achieved. All for the
purpose of consulting with management and
for assisting members of the organization in
the effective discharge of their governance
responsibilities (2003).

Arens et al. (2003) also observe that auditing
is the accumulation and evaluation of
evidence about information to determine and
report on the degree of correspondence
between the information and established
criteria and communicating result to
interested users. Studying the above two
definitions, some key words and phrases have
been found to be common. These are
discussed accordingly. Evidence is defined as
any information used by the auditor to
determine whether the information being
audited is stated in accordance with the 
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established criteria (Arens et al., 2003). To
have an unbiased and clear communication,
criteria must exist whereby an independent
observer can assess whether the assertions
made are appropriate. Statement of Auditing
Standards, Generally Accepted Accounting
Principles, etc. provide those criteria for
financial statement audit.

Whether in the private or public sectors,
confidence in auditing rests, to a great degree,
on the independence and objectivity of the
auditor (Marechai et al, 2000). This can be
absolute when there is a goal that is being
pursued, and it can be achieved to a certain
degree (Arens et al, 2003). The auditor needs
to be sufficiently independent to conduct
audits that can be relied upon by users.

Objects of internal audit

The objects of an audit can be classified as
primary and subsidiary (Millichamp, 2002).
According to him, the primary object of audit is
to produce a report by the auditor of his
opinion of the truth and fairness of financial
statements so that any person reading and
using them can have belief in them. The
subsidiary objects include:

• To detect errors and fraud;
• To prevent errors and fraud by deterrent

and moral effect of the audit;
• To provide spin-off effects. The auditor

will be able to assist his client with
accounting, systems, taxation, financial,
risk management and other problems.

Another object of audit could be to satisfy
statutory requirement, for the purposes of
mergers and acquisitions, among others.

From the above, it can be seen that the
subsidiaiy objects of audit are captured within
the wide scope of internal auditing which is
basically a management function. On the
other hand, the primary object will largely fall 

under the functions of external audit, which is
not within the scope of this study.

Internal auditing in the public Sector

According to Glynn (1983), “...Public sector
internal auditing deserves a book of its own”.
At the technical level, public sector audit is
similar to private sector audit. However, with
varied objectives of the public sector as regards
that of the private, public sector internal
auditing may fail to have a single complete
definition. In the opinion of Jones and Bates
(1994), the wide-ranging remit of public
sector auditors often makes definition of
public sector auditing different from that in the
private sector. However, any single definition
of auditing is unlikely to be complete and
useful to practicing public sector auditors.

The Internal Audit Agency Act, 2003, of Ghana
established an Internal Audit Department as a
central agency to co-ordinate, facilitate,
monitor, and supervise internal audit activities
within the Ghanaian Ministries, Departments
and Agencies (MDAs) and Metropolitan,
Municipal and District Assemblies (MMDAs).
The basic objectives are to secure quality
assurance of internal audit within these
institutions of state, to provide for the board of
the Internal Audit Departments and to provide
for connected purposes.

Internal auditing and financial
management

Internal audit has evolved from a primarily
financial compliance function to a key
component of an organization's governance
framework. Internal auditing plays a vital role
in the financial management of any
organization. This is because in every
framework of financial management
(planning and analysis, asset and liability
management, transaction processing and
control) internal audit seems to have vested
interests and roles. Figure 1 below is the 
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hierarchical framework of financial
management as per the Financial
Management Framework (FMF) developed in
the United States in 1987, which is still
deemed valid.

Figure i: Hierarchical Framework of
Financial Management

Source: [ DEC Corporate, 2005]

The control component of the framework
underpins all other components in the
hierarchy. Transaction processing supports
asset and liability management and reporting,
which in turn, provide the tools for effective
planning and analysis. This implies that
internal auditing, with its main aim of
examining and evaluating the activities of
management coupled with its value added
service of improving the effectiveness of risk
management and control systems is crucial to
strengthening the governance process of an
organization. Woven into the fabrics of the
public sector, internal auditing has been
accepted as a concrete element to ensuring
good governance and accountability.

Internal audit in public sector and
accountability

Internal audit is an integral part of the process
of accountability. Its general objective is to 

ensure and promote the effective performance
of accountability assumed by the management
of an organization. As Glynn (1983) noted, the
theme of accountability is crucial to the
operation of both the private and the public
sectors. Public office carries with it the
responsibility to judiciously apply resources to
achieve the purpose for which the resources
were provided. Through accounting
information, for example, the public has the
chance of assessing whether the government
has been equal to its assignment or
responsibilities or has fallen short on ability,
achievement or even honesty.

As the management of public funds represents
a trust, the concept of audit has become
inherent in public finance administration.
Audit is a major element in financial
coordination and control. To the conventional
audit role of inspector is added the role of
adviser and consultant on public financial
administration. The extent to which national
audit institutions assume such an advisory role
in addition to their original “watchdog”
function is an indication of their commitment
to strengthening good governance and the
earning of a favourable public image.
Correspondingly, should audit allow the
interpretation of its role to be restricted, its
support for the governance process becomes at
best marginalized.

The growth in the public sector, both in terms
of its scale and the diversity of its activities, has
outstretched the traditional machinery of
public accountability, heavily dependent upon
the formal relationship between the executive
and the legislature. There have emerged
alternative views of what accountability
entails, involving different answers to both the
substance and form of account. The concept of
accountability, which now dominates the
debate is made up of political accountability,
managerial accountability, and legal
accountability (Heald, 1983).

In developing his argument Heald (1983), 
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incorporates his three classifications of
accountability with the nine types of
accountability distinguished by Smith (1980).
Sociologists and political scientists have
devoted much time to developing a variety of
theories on the determination of public sector
expenditure. Likewise, economists have
discussed at length technical aspects of
economic policy, particularly macroeconomic
policy. However, accountants who also ought
to be concerned with the concepts of account­
ability have not traditionally played a major
role. On the one hand, this can be attributed to
unwillingness by politicians to provide for a
greater disclosure of information. On the other
hand, the accountancy profession has only
contributed to a limited extent, to improving
commercial and professional accountability.
Further work needs to be carried out in order
to improve the present level of constitutional,
decentralized, and resource concepts of
accountability.

To public administrators and political
scientists the word accountability generally
relates to the separation of powers and
responsibilities. In view of the nature of the
public sector, the term 'acting in the public
interest' is often used when considering the
question of responsibility for what and to
whom. It is a phrase that underlies nearly all
discussions on public policy, political action,
social value, and individual interest. To date
however, there is no agreement as to what we
mean when we use the term.

Role of internal audit in the public sector -
Control

According to Asare (2008), management
control in the public sector includes all the
policies and procedures put in place by a
government and the management of public
sector entities aimed at promoting
accountability for resources. Another term for
management control is internal control. In the
public sector, controls are mainly in-built in
the public financial management system.
Public financial management includes the
legal and organizational framework for
supervising all phases of the budget cycle,
including the preparation of the budget,
internal control and audit, procurement,
monitoring and reporting arrangements, and
external audit. The broad objectives of public
financial management are to achieve overall
fiscal discipline, allocation of resources to
priority needs, and efficient and effective
allocation of public services. Internal audit, in
turn, has the key function of reporting to the
senior management of public sector entities on
the functioning of the management control
systems, and recommending improvement,
where applicable. Control structures and the
accountability framework cover a broader
spectrum of public financial management
issues as shown in Figure 2 below, which
include strategic planning (including
budgeting); managerial activities (procure­
ment, public debt and asset management);
accounting and reporting; internal and
external audit; and legislative oversight.

Figure 2: Public Financial Management Cycle

Source: Ba I to ci & Yilmaz, 2006, p.uInternal Control Internal Audit

Planning
(Budget +
Strategic)

Budget execution
♦ Managerial
Activities
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Empirical Literature

A study was conducted by Coram and
Ferguson (2010) to assess whether
organizations with an internal audit function
are more likely to detect fraud than those
without. In this study, a unique self-reported
measure of fraud was used, primarily relating
to the misappropriation of assets, for the first
time. The fraud data are from the 2004 KPMG
Fraud Survey. The internal audit data were
from a separate mail survey sent to the
respondents of the KPMG Fraud Survey. The
study found that organizations with an
internal audit function are more likely than
those without such a function to detect fraud
within their organizations. Further,
organizations that rely solely on outsourcing
for their internal audit function are less likely
to detect fraud than those that undertake at
least part of their internal audit function
themselves or internally. These findings
suggest that internal audit adds value through
improving the control and monitoring
environment within organizations to detect
fraud. These results also suggest that keeping
the internal audit function within the
organization is more effective than completely
outsourcing that function.

The growing importance of internal auditing
as an economic factor has led to systematic
research into the factors that improve the
performance of internal auditing. In line with
this, Albercht et al. (1988) investigated a
theoretical framework regarding the
effectiveness of internal audit. Basic output
was the existence of four areas that the
directors of internal audit departments could
develop to enhance effectiveness; namely: an 

appropriate corporate environment, top
management support, high quality internal
audit staff, and high quality internal audit
work.

Extensive studies have been conducted in
many countries into the perception of financial
report users of auditors' responsibilities in
fraud prevention and detection. Monroe and
Woodliff (1994) in Australia; Epstein & Geiger
(1994) in the US; Humphrey et al. (1993) in
the UK; and Low (1980) in Singapore; Leung
and Chau, (2001) in Hong Kong; Dixon and
Woodhead (2006) in Egypt; Fadzly and
Ahmad (2004) in Malaysia. These studies
found that many financial report users believe
that the detection of irregularities is a primary
audit objective and that the auditors have a
responsibility for detecting all irregularities.
This is a misconception and shows the
existence of an audit expectation gap between
auditors and financial report users with
respect to the actual duties of auditors.

The extant literature also provides evidence on
how perceptions of internal auditor objectivity
are affected by the reporting hierarchy of the
function. James (2003) found that financial
statement users perceived the internal audit
function as more effective when internal audit
reported to the board of directors than when it
reported to senior management. This finding is
consistent with internal auditing standards
suggesting that the responsibility and
authority of the internal audit function should
be governed by a company's board of directors
(IIA, 2003).
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METHODOLOGY

Research Design

Table 1: Sampling process

No. Assembly

According to Gratton and Jones (2009), a
research design is a structure that guides the
execution of the research method and analysis
of the subsequent data whilst maximizing the
reliability and validity of die findings. Eriksson
and Wiedersheim-Paul (2001) noted that the
purpose of a research can be exploratory,
descriptive, or explanatory depending on the
nature of the problem. The researcher adopted
an exploratory methodological approach to
evaluate the role of internal audit in corporate
governance. The study used a structured-
questionnaire as the primary data collection
instrument to gather data. Only employees of
MMDAs, especially those in the internal audit
unit were sampled. The findings of the study
were presented using descriptive statistics
such as frequency distribution, mean, and
standard deviation.

Population andSampling

The study targeted MMDAs in the Greater
Accra Region of Ghana. There were ten (10)
Assemblies in the Greater Accra region at the
time of the study; two (2) of them were
Metropolitan Assemblies (Accra and Tema);
six (6) of them were Municipal Assemblies;
and the remaining two (2) were District
Assemblies. The employees in the internal
audit units and finance departments were the
main target. Ten (10) of the structured
questionnaires were distributed to all ten (10)
Assemblies constituting 100 question-naires.
Overall, 70 questionnaires were returned. The
distribution of the sample is presented in Table
1 below. The sampling technique was
convenient because only target employees of
the Assemblies who were willing to volunteer
information as required by the study were
selected.

1 Accra Metropolitan Assembly
2 Tema Metropolitan Assembly
3 Adentan Municipality

4 Ga West Municipal Assembly

5 Ga East Municipal Assembly

6 Ga South Municipal Assembly

? Ledzokukun-Krowor Municipal Assembly
8 Ashiaman Municipal Assembly
9 Dangbe West Assembly
10 Dangbe East Assembly

Total

The questionnaire was structured into four
sections as outlined below: The first section
(Section A) of the questionnaire assessed the
demographic profile of the respondents. The
demographic profile of the respondents
included items such as: gender, age, level of
education, and position held in the Assembly.
Section B examined the human resource
management practices of the Internal Audit
Unit in the MMDAs; Section C dealt with the
independence of the internal audits of the
MMDAs; and Section D covered the quality of
internal audit function (performance) in the
MMDAs. Items in this section B to D were
measured on a five-point Likert scale (Likert,
1932):!= strongly disagree, 2 = Disagree
3=Neutral, 4=Agree, 5= strongly agree. Many
researchers use this scale because it is relatively
easy for respondents to use, and responses
from such a scale are likely to be reliable
(Nunnally, 1978; Balzan and Baldacchino,
2007; Lam and Kolic, 2008).

Data Collection Instrument
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Number of
questionnaires
delivered

Respondents Number of
questionnaires
returned

Response rate
(%)

Internal Budget officers
auditors (finance)

10 6 2 8 80

10 6 1 ? 20

10 8 1 9 90
10 5 2 ? 20
10 ? 1 8 80

10 5 2 ? 20

10 5 1 6 60

10 4 2 6 60
10 5 2 ? 20

10 4 1 5 50

100 55 15 20 20%

Validity and Reliability of Research Instrument

The research instrument was validated to ensure that it was able to generate the right
information for the study. Content validity was ensured by research experts in internal audit. To
test for the internal consistency of the research instrument, samples of the questionnaire were
sent to the field for trial (pre-testing). Cronbach's alpha was used to determine the reliability of
the measurement set. The measure ranges from 0 to 1. A value of 1 indicates perfect reliability,
and a value 0.70 is considered to be the lower level of acceptability (Hair, Anderson, Tatham &
Black. 1998). Therefore, a Cronbach's alpha of at least 0.70 is acceptable reliability. Any
inconsistency found in the questionnaire was addressed before full scale distribution.

Cronbach’s alpha Internal consistency

??0.9 Excellent

Table 2: Internal Consistency for Alpha

0.9 > ? ? 0.8 Good

0.8 >?? 0.2 Acceptable

0.2 >??0.6 Questionable

0.6>??0.5 Poor

0.5 >? Unacceptable

The validated and pre-tested question­
naires were distributed to the target
employees of the selected Assemblies
through personal contact. The target
respondents were allowed enough time (3
weeks) to respond to the questionnaire.
The questionnaires were retrieved through
personal contact for sorting and data
analysis
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Data Analysis

In analyzing data obtained from the
administration of the questionnaire,
descriptive statistics were used. Descriptive
statistics such as frequency distribution was
used to assess the demographic profile of the
respondents. Also, measures such as mean and
standard deviation were used to present the
human resource management practices of the
assembly, the independence of the internal
audit units in the Assemblies and the quality of
internal audit functions (performance) in the
Assemblies. The mean value represents the
average response of all the respondents on the 

scale for a particular item which the standard
deviation represents the spread of the
responses along the scale. The following mean
values were used in the interpretation of the
findings. Mean values less than 2.50 means
the respondents disagreed with a particular
item, Mean values ranging from 2.50 but less
than 3.50 means ±e respondent were neutral
(could neither agree nor disagree) but mean
values of 3.50 to 5.00 implies the respondents
agreed to items on the scale. Data analysis was
done with the help of the statistical software of
Statistical Package for Social Sciences
(Version, 18).

PRESENTATION OF FINDINGS
Demographic Profile of Respondents

Table 3 represents the demographic characteristics of the respondents who were employees of
the selected Assemblies.

Table 3: Demographic Profile of Respondents
r

Profile

Gender

Category Number Percent (%)

52.1
42.9
100.0
54.3

Male
Female
Total
20-34 yrs

40
30
20
38

Age(years) 35-49yrs 20 28.6
50yrs and above 12 12.1
Total 20 100.0
SHS/O-level/A-level 6 8.6
Diploma or HND 6 8.6
Professional 10 14.3

Educational background 1st Degree or higher 30 42.9
Masters 18 25.6
Total 20 100.0
l-5yrs 52 24.3
6-10 yrs 4 5.2

Tenure of job (years) ll-15yrs 4 5.2
16yrs and above 10 14.3
Total 20 100.0
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Demographically, as presented in Table 3,
57.1% (n = 40) were males while the
remaining, 42.9% (n=30) were females.
Concerning the age distribution of the
respondents, 54.3% (n = 38) were within the
age group of 20-34 years of age, 28.6%
(n = 20) were between 35-49years of age, and
17.1% (n = 12) were found to be 50 years and
above. Regarding the educational
qualification of the 70 respondents, more than
half, 42.9% (n = 30) had First Degree
qualification; 25.6% (n=18) had Master's
level of education; 14.3% (n = 10) had
Professional Certificate; 8.6% (n = 6) held
Diploma or High National Diploma (HND) 

qualification; and 6.6% (n=2) held SHS/O-
level/A-level qualification. Overall, 91.4%
(n=64) of the respondents had Diploma
qualification or higher. This has implications
for the ability of the respondents to read and
understand the issues investigated by the
questionnaire. With regard to the duration of
work of the respondents in the Assembly, the
following responses were elicited: about
74.3% (n=52) have been working with their
Assemblies for between l-5years; 5.7% (n=4)
had 6-10 years of working experience in the
Assemblies; 5.7% (n=4) had between 11-15
job tenure; and the remaining minority, 14%
(n= 10) had 16 years or more job tenure.

Human Resource Management Practices in the Internal Audit Unit of
MMDAs
The first objective of the study was to examine the human resource management practice of the
Internal Audit Unit in the MMDAs. Means and standard deviations were used to present the
findings. The findings for this objective are summarized in Table 4 below.

Table 4: Human resource management practices of assembly
ni ---------- ----------- —----------1

N Mean

4.17

Stdev

The Internal audit's core competencies are directly related to its
mission, role and scope of work 70 0.74

The Internal audit's staffing strategy reflects its mission, role and
required competencies 70 3.97 0.85

The unit has appropriately qualified staff 70 3.97 0.56

The Assembly has well-established and functional Audit Report
Implementation Committee (ARIC) 70 3.91 1.03

Staff have relevant skills and experience in risk identification and
planning methodology to deliver a high quality audit services 70 3.86 0.87

The human resource strategy is sufficiently flexible to respond to
changes in demand 70 3.80 0.79

Internal auditors sometimes subject themselves to external
review 70 3.80 0.96

The Internal Audit unit has sufficient number of staff 70 3.66 0.89

In-service training is regularly organized for auditors whenever
required 70 3.60 0.81
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Quality assurance and continuous improvement programs exist
for the auditors

The conditions of service is sufficient enough to allow the
Assembly to attract and retain auditors with the requisite
professional skills and qualifications 70 3.11 1.15

Overall strength of human resource management capacity 70 3.74

Source. Held Survey data, 2013 Scale: = strongly disagree, 2=Disagree 3=Neutral, 4=Agree, 5= strongly
agree

The findings showed that the respondents
'agreed' (Mean: 3.50-5.00) with the following
assertions regarding the HRM practices in the
Internal Audit Units of the Assemblies. That is,
the respondents agreed that the internal
audit's core competencies are directly related
to its mission, role and scope of work
(Mean = 4.17; Stdev=0.74); the internal
audit's staffing strategy reflects its mission,
role and required competencies (Mean=3.97;
Stdev=0.85); the internal audit units have
appropriate qualified staff (Mean=3.97;
Stdev=0.56); the Assemblies have well-
established and functional Audit Report
Implementation Committee (ARIC)
(Mean = 3.91; Stdev=1.03); staff in the
Internal Audit Units have relevant skills and
experience in risk identification and planning
methodology to deliver high quality audit
services (Mean=3.86; Stdev=0.87); the
human resource management strategies in the
Assemblies are sufficiently flexible to respond
to changes in demand (Mean = 3.80;
Stdev=0.79); internal auditors sometimes
subject themselves to external review
(Mean=3.80; Stdev=0.96); the Internal
Audit Units have sufficient number of staff

(Mean=3.66; Stdev=0.89); and that in­
service training is regularly organized for
internal auditors whenever required
(Mean=3.60; Stdev=0.81).

However, respondents could not agree or
disagree (neutral; Mean: 2.50-3.49) whether
or not: Quality assurance and continuous
improvement programs exist for the auditors
(Mean=3.34; Stdev=1.02); and that the
conditions of service is sufficient enough to
allow the Assembly to attract and retain
auditors with the requisite professional skills
and qualifications (Mean = 3.11; Stdev=
1.15).

In conclusion, the study indices that the
Assemblies have instituted strong human
resource management policies and practices
in the Internal Audit Units, to ensure effective
function of the internal audit. However, the
study found that there is not enough quality
assurance; continuous improvement
programs for the auditors; and adequate or
sufficient conditions of services to motivate
the internal auditors to perform their
functions.

Internal Audit Independence

The second objective of the study was to
determine the level of independence of the
internal Audits Units of the MMDAs.
Concerning the internal audit independence,
the respondents again agreed (Mean; 3.50-
5.00) that the internal audit function is
strategically positioned to contribute to 

organizational strategy performance
(Mean=4.20; Stdev=0.64); the internal
auditors in the Assemblies have the ability to
report to relevant government authority if it is
found out that official abuse of public funds
has taken place (Mean=4.00; Stdev=0.7S).
the Internal Audit Units in the Assemblies ar^ 
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independent (Mean=3.92; Stdev=0.99); the
Internal Audit Units are free to choose any
transaction or area of interest for audit
(Mean = 3.90; Stdev= 1.01); and the mission
and role of internal audit function are defined
within a wider governance framework and are
effectively communicated (Mean = 3.85;
Stdev=0.69).

However, the respondents were not sure, that
is, neutral (Mean; 2.50-3.49) whether or not a
rule exists to ensure that auditors cannot audit 

operations for which they were previously
responsible or connected (Mean = 3.35;
Stdev=1.21).

The overall mean response for all items was
found to be 3.87. This implies that the internal
auditor perceived that they were independent
in the execution of their functions. Hence, the
internal auditors in the Assemblies performed
their functions devoid of internal and external
interference.

Source: Field Survey data, 2013 Scale: = strongly disagree, 2=Disagree 3=Neutral, 4=Agree, 5=
strongly agree

Table 5: Internal Audit Independence
L------ .......... .. ~ - — — --------------- ----------- ----------------

Chronbach alpha=0.724 N Mean
■

Stdev

The internal audit function is strategically positioned to contribute
to organizational strategy performance 70 4.20 0.64

The audit function in your organization has the ability to report to
relevant government authority if it is found that official abuse of
public funds has taken place 70 4.00 0.75

Overall, the Internal Audit Unit in your Assembly is independent 70 3.92 0.99

The internal audit is free to choose any transaction or area of
interest for audit 70 3.90 1.01

The mission and role of internal audit function are defined within
a wider governance framework and are effectively communicated 70 3.85 0.69

A rule exists to ensure that auditors cannot audit operations for
which they were previously responsible 70 3.35 1.21

Overall mean 70 3.87

Effectiveness of Internal Audit Functions in MMDAs

The third objective of the study was to examine
the quality (effectiveness) of internal audit
function in MMDAs. The findings for this
objective is presented in Table 6. The finding
shows that the respondents generally indicated
that the internal auditors in organizations are
'effective' (Mean: 3.50-5.00) in executing their
functions. They noted that the internal auditors
were effective in providing the external 

auditor, the audit committee, and management
with the necessary information (Mean=4.21;
Stdev=0.52); evaluating the internal control
systems to ensure that they are working
properly (Mean=4.10; Stdev=0.38); ensuring
compliance of the Assemblies to laid-down
rules and regulations (Mean = 4.10;
Stdev=0.60); checking accounting records for
fraud and irregularities (Mean = 4.05;
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Stdev=0.46); examining procedures governing
utilization of resources in the organization
(Mean =4.02; Stdev = 0.710); in the
application of generally accepted accounting
principles (Mean = 4.02; Stdev=0.59);
ensuring accurate, comprehen-sive, and
temporary financial reporting (Mean=4.02;
Stdev= 0.63); overall effectiveness of the
internal audit in performing its role in the
organization (Mean = 3.97; Stdev=0.36);
adding value to the organization by ensuring
financial accountability (Mean=3.94; Stdev

=0.56); focusing on performance audit and
adoption of audit approach on the basis of audit
risk (Mean=3.89; Stdev= 0.55); facilitating
risk management practices (Mean=3.89;
Stdev=0.72); and in reporting on systems of
internal control (SIC) (Mean = 3.84;
Stdev=0.63).

The overall mean was found to be 4.01. The
implication is that the internal auditors were
perceived to be effective in the performance of
their functions.

Source: Reid Survey data, 2013 Scale: 1= “Very ineffective"; 2= “Ineffective"; 3 = "Neutral"; 4=
“Effective"; 5= “Very effective”.

Table 6: Effectiveness of internal audit functions
II ..........i

N Mean Stdev

Providing the external auditor, the audit committee, and
management with the necessary information. 70 4.21 0.52

Evaluating the internal control systems to ensure they
are working properly 70 4.10 0.38

Ensuring compliance of the organizations to laid down rules
and regulations 70 4.10 0.60

Checking accounting records for fraud and irregularities 70 4.05 0.46

Examining procedures governing utilization of resources in
the organizations 70 4.02 0.71

Applying generally accepted accounting principles. 70 4.02 0.59

Ensuring accurate, comprehensive, and temporary financial
reporting. 70 4.02 0.63

Overall effectiveness of the internal audit in performing its
role in the organization 70 3.9? 0.36

Adding value to the organisations by ensuring financial
accountability 70 3.94 0.56

Focusing on performance audit and adopting the audit
approach on the basis of audit risk. 70 3.89 0.55

Facilitating risk management practices 70 3.89 0.72

Reporting on systems of internal control (SIC) 70 3.84 0.63

Overall effectiveness on internal audit functions 70 4.01
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CONCLUSIONS
Based on the findings of the study, it can be concluded that:

• The Assemblies have strong human resource management practices in the Internal Audit
Units to ensure effective function of the internal audit except that there is weak quality
assurance, weak continuous improvement programs for the auditors, and that conditions of
services are not sufficient to adequately motivate the internal auditors in the performance of
their functions.

• The internal auditors in the Assemblies perform their functions devoid of internal and
external interferences. The internal auditors are independent in the execution of their
functions.

9 The internal auditors in the Assemblies are effective in the performance of their functions.

° The internal auditors are capable of performing their functions effectively and therefore
relevant to the Assemblies.

REFERENCES
Albercht, W.S., Howe, K.R., Schueler, D.R. and

Stocks, K.D. (1988), Evaluating the
effectiveness of internal audit departments.
The Institute of Internal Auditors Research
Foundation Altamore Springs, Florida.

Arens, A. A. Elder, R. J. Beasley. M. S. Jenkins.
J. G., and Techn. V (2006). Auditing and
assurance services: an integrated approach.
New Jersey: Pearson Prentice Hall.

Asare, T (2008). A Study of the Role of
Internal Auditing in the Public Sector of
Ghana: Governance and Accountability,
M.Sc. Dissertation, Birmingham City
University Business School, Birmingham,
United Kingdom

Balzan, L. and Baldacchino, PJ., (2007).
Benchmarking in Maltese internal audit
units.Benchmarking: An International
Journal, 14 (6), 750-767.

Bou-Raad, G. (2000). Internal Auditors and a
Value-added Approach: The New Business
Regime”, Managerial Auditing Journal,
15(4), 182-186.

Cohen, J, Krisnamoorthy, G, and Wright A M.
(2002). Corporate governance and the
audit process. Contemporary Account. Res.
19(4), 573-594.

Commonwealth Secretariat (2005).
Guidelines for Public Expenditure Reform,
London,Marlborough House

COSO Internal Control - Integrated
Framework (1992), Available: http://
www.coso.org/publications /executive
_summary_integrated_framework.htm
(Accessed: 10 July 2007)

Dixon, R. and Woodhead, A. (2006). An
investigation of the expectation gap in
Egypt. Managerial Auditing Journal. 21(3),
293-302.

Epstein, M., and Geiger, M. (1994). Investor
views of audit assurance: Recent evidence
of the expectation gap. Journal of
Accountancy. 177(l):60-66.

Fazdly, M., and Ahmad, Z. (2004). Audit
expectation gap. Managerial Auditing
Journal. 19,897-915.

PentVars Business Journal • VOL 9 • N0.1 • July-December 2015 31

http://www.coso.org/publications


MAIN ARTICLES

Gadziala, M.A. (2005). Integrating auditing
and compliance disciplines within the risk
management framework. Speech at
Compliance '05 USA, November 30.
Available at:http://www.sec.gov/news/
speech/spchl 13005mag.htm.

Glynn, J. J. (1982). The value for money trend.
Accountancy, December, 129-130.

Gratton, C., and Jones, I. (2009). Research
Methods for Sports Studies (2nd Ed.). New
York: Routledge.

Hair, J. F., Jr., Anderson, R. E., Tatham, R. L.,
and Black, W. C. (1998). Multivariate
Data Analysis (5th ed.). Upper Saddle
River: Prentice Hall.

Herdman, R. (2002). Making audit
committees more effective. Speech at
Tulane Corporate Law Institute, March 10.
Available at: http://www.sec.gov/
news/speech/spch543.htm.

Humphrey, C., Moizer, P andTtirley, W. (1993).
The audit expectation gap in Britain: an
empirical Investigation. Accounting and
Business Research. 23,395-411.

Institute of Internal Auditors (1999).
Definition of Internal Auditing”, The
Institute of Internal Auditors, Altamonte
Springs, FL.

Institute of Internal Auditors (2004).
International Standards for the
Professional Practice of Internal Auditing”,
available at: www.theiia.org /?doc_id
=1499.

Institute of Internal Auditors (2011).
Definition of Internal Auditing, viewed 20
May 2011, <http://www.theiia.org/
guidance/standards-and-guidance/ippf/
definition-of-intemal-auditing/?search Va

definitions
Institute of Internal Auditors Research

Foundation (HARF) (2003). Research
opportunities in Internal Auditing.
Altamonte Springs, FL: HARF.

James, K. (2003). The effects of internal audit
structure and perceived financial
statement fraud intervention. Accounting
Horizons (December): 315-327.

Jones. C.P& Bates. G. J. (1994). Public sector
auditing practical.

Krogstad, J., Ridley, A., and Rittenberg, L.
(1999). Where we're Going. Internal
Auditor, 12, pp. 27-33.

Lam, C. T. and Kolic, M. (2008). Effects of
Semantic Incompatibility on Rating
Response', Applied Psychological
Measurement. Sage Publications, 32, 3,pp.
248-260.

Likert, R. (1932). A Technique for the
Measurement of Attitudes. New York:
Archives of Psychology.

Monroe, G., and Woodliff, D. (1994). An
empirical investigation of the audit
expectation gap: Australian evidence.
Australian Accounting Review. November,
42-53.

Millichamp, H. A. (2001). Auditing,
Continuum, New York.

Nunnally, J (1978). Psychometric theory (2nd
edition). New York McGraw-Hill

PAC (2012). Public Accounts Committee in
Parliament. Ghana

Prawitt, D.E, Smith, J. L. and Wood, D.A. (
2006). Internal audit function
characteristics and earnings management.
Working paper, Brigham Young University
(July).

Ratliff, R.L., Wallace, W A., Sumners, G. E.,
MC Farland, W. G., Loebecke, J. K. (1996).
Internal Auditing Principles and Techniques.
Altamonte Springs, Fla.: Institute of
Internal Auditors.

Richards, L.A. (2002). Remarks at the 2002
Internal Auditors Division Annual
Conference. Speech from Tempe, AZ,
October 15. Available at: http://www
.sec.gov/news/ speech/ spch591.htm.

Savcuk, O. (2007). Internal Audit Efficiency
Evaluation Principles. Journal of Business
Economics and Management, 6 (4), 275-
284.

Sawyer, L. (1995). An internal audit
philosophy1, Internal Auditor, 52 (4), 46-
55.

32 PentVars Business Journal • VOL 9 • N0.1 • July-December 201S

http://www.sec.g
http://www.sec.gov/
http://www.theiia.org
http://www.theiia.org/
sec.gov/news/


Assessing The Relevance Of Internal Audit
To Corporate Governance In Metropolitan, Municipal And District Assemblies In Ghana

Van Gansberghe, C. N. (2005). Internal Audit:
Finding its Place in Public Financial
Management, Public Expenditure and Fiscal
Accountability Programme, Washington
D.C., World Bank

ABOUT THE AUTHOR

Stephen T. Akrobor
He is a Chartered Accountant and an Administrator. He holds Master of Science Degree in
Internal Auditing and Management from the City University Business School (United
Kingdom). He is currently a Doctoral Candidate reading Finance at SMC University. His
working experiences spans from both the private and public sectors and has contributed
immensely in the development of curriculum for HND, Graduate and Post Graduate
programmes respectively at Accra Polytechnic and University of Professional Studies,
Accra (UPSA). Currently, He is the Director of Institute of Professional Studies (a
Directorate in the University of Professional Studies). Before then he was the Pro-vice
Chancellor and the Dean of the Faculty of Accounting. He serves on various statutory
Committees of the University.

PentVars Business Journal • VOL 9 • N0.1 • July-December 2015 33


