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Abstract

This paper examines the determinants of internal audit effectiveness in decentralized local government
administrative systems of Ghana. Ghana’s local government system is structured into metropolitan, municipal,
and district assemblies (MMDAS). For the purpose of the study, we focused on the Ashanti region of Ghana
which has the highest number of MMDAs. The motivation for the study is derived from the increased interest in
the internal audits of local government units. Using a descriptive survey, the data gathered, through the use of
questionnaire, revealed that majority of the internal audit staff of MMDAs in the Ashanti Region of Ghana
possess the requisite professional proficiency. Contrary to the perception that audit quality in the public sector is
usually compromised, the study revealed that there exists high quality of audit work due to compliance with the
international standards on auditing and local audit legislations. Professional proficiency, organizational
independence, and career advancement were found to have statistically significant positive relationship with
internal audit effectiveness, whiles top management support was found to have no effect on internal audit
effectiveness.
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1. Introduction

Internal auditing (IA) is a profession and an activity related to advising organisations regarding how to better
achieve their objectives through managing risk (Ali, Gloeck, Ali, Ahmi, & Sahdan, 2007) and improving their
internal control systems (Millichamp, 2002). It involves the utilisation of a systematic methodology for
hianalysing business processes or organisational challenges and recommending solutions (Asare, 2008). The
focus of IA is to assist members of an organization in the effective discharge of their responsibilities. This is
achieved through the provision of relevant audit appraisals and recommendations concerning the activities
reviewed (Ali, Gloeck, Ali, Ahmi, & Sahdan, 2007).

In 1978, the Institute of Internal Auditors (IIA) defined internal auditing as an independent appraisal activity
established within an organisation as a service to the organisation. It is a control, which functions by examining
and evaluating the adequacy and effectiveness of other controls (IIA, 1978). Historically, internal auditing, as
Asare (2008) posits, has been perceived as being merely the proper maintenance of accounting and underlying
records, the safe guarding of assets and the compliance with policies and procedures. With changing times, the
concept of internal auditing has undergone significant changes with regard to its definition, scope of coverage and
approach. Asare (2008) asserts that, in some organisations, the scope of modern internal auditing has been
broadened from financial issues to include value for money, evaluation of risk, managerial effectiveness and
governance processes. In 2002, the Institute of Internal Auditors (ITA), revised its definition of the internal audit
function as “an independent, objective, assurance and consulting activities designed to add value and improve an
organisation’s operations. This helps an organisation accomplish its objectives by bringing systematic,
disciplined approach to evaluate and improve the effectiveness of risk management control, and governance
processes.

With the increased emphasis on accountability, transparency and improvement in public sector performance
especially in the developing countries where the various stakeholders including civil society and the media are
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becoming more interested in how public funds are allocated and expended, it is imperative that governments are
seen to have a sense of responsibility coupled with an efficient and effective financial control mechanism. Asare
(2008) was right when he noted that public sector auditing, particularly internal auditing is useful in managing
public expenditure, ensuring financial accountability, and strengthening governance systems of public institutions.

Under Ghana’s Financial Administration Decree, 1979, SMCD 221, the Auditor-General has the legal mandate to
carry out internal audit activity in the Metropolitan, Municipal and District Assemblies (MMDAs) of Ghana. Staff
at the internal audit units of these MMDASs mainly concentrate on pre-auditing of payment vouchers. Overtime, no
improvements were recorded in the internal control system as weaknesses were being repeated on an annual
basis. According to Ghartey (2003), there was also the risk of conflict of interest with officers having to perform
possibly the roles of both accounting as well as internal auditing in the same or related departments. As noted by
Abbey (2010), the threat to effectiveness and integrity became apparent in a series of scandals in the
mid-1980s involving officers of the Audit Service, acting as both internal and external auditors at the Ghana
Education Service that caused a huge financial loss to the state. A review of this function revealed limitations on
the scope of the audit function and unsatisfactory reporting relationship. This resulted in the establishment of a
central Internal Audit Agency (IAA) to enhance efficiency, accountability and transparency in the management
of resources in the public sector (Nomo, 2009).

Many studies on the effectiveness of IA in Ghana and elsewhere have been conducted (see for examples, Mihret
& Yismaw, 2007; Asare, 2008; Ernst & Young, 2008; Nomo, 2009; Abbey, 2010; PricewaterhouseCoopers, 2010;
Bota-Avram & Palfi, 2009); Arena & Azzone, 2009); Cohen & Sayag, 2010; Karagiorgos, Drogalas & Giovanis,
2011). However, to the best of our knowledge, no research has focused on the internal audit effectiveness of
decentralized local government administrative systems in a developing regional context. Using the Internal
Audit Agency Act of Ghana as the lens, this study focuses on assessing the internal audit effectiveness of
MMDA:s in the Ashanti region which has the highest number of 30 MMDAs in Ghana.

The next section of the paper is devoted to a brief review of theoretical and empirical evidence as well as the
development of the conceptual framework related to the internal audit function, and internal audit effectiveness.
This is followed by an exposition of the research methodology employed for this study, and the discussion of the
results of the study. The paper concludes with some recommendations.

2. Review of Theoretical and Empirical Evidence

In this section, we examine the definitions of the main variables used in the study and provide reviews of some
theories of internal auditing and local governance decentralisation. This section also reviews empirical literature
on effectiveness of internal audit and its determinants. Also, the role of internal auditing in governance, risk
management and control are examined. The section concludes with a conceptual framework which we crafted
from the theories and literature reviewed.

2.1 The Concept of Internal Auditing

Asare (2009) asserts that the modern concept of internal auditing can be identified as involving the evaluation and
improvement of risk management, control and governance processes. Risk management, control and governance
encompass the policy and procedures established to ensure the achievement of objectives and include the
appropriate assessment of risk, the reliability of internal and external reporting and accountability processes,
compliance with applicable laws and regulations and compliance with the behavioural and ethical standards set for
an organization and its employees. Risk management relates to the activities and actions taken to ensure that an
organization is conscious of the risks it faces, makes informed decisions in managing these risks, and identifies and
harnesses potential opportunities. Control includes all the policies and procedures put in place by management;
aimed at promoting accountability of resources whiles governance relates to the means by which goals are
established and accomplished by ensuring creditability, equitable provision of services, assurance of appropriate
behaviour and reduction in the risk of corruption (IIA, 2006).

2.2 Theories of Internal Auditing

In this paper, we draw on two theories as bedrocks for our investigation. These are the profession theory and the
institutional theory. Professions can be interpreted in ambivalent ways, from the rise of professions as knowledge
triumphant to a malfeasance of a monopoly of knowledge (Abbott, 1988). With the growing rate of information
and knowledge, professions occupy a key position in society. In this sense, the internal auditing profession is key
to ensuring that organizations remain sound; emphasizing on objectivity, confidentiality and competency.
Winters (2009) also argues that, individual internal auditors can only achieve their full potential if the profession
as such is strengthened. Important steps to advocate the profession include: Complying with standards,
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communicating to senior management and the audit committee about internal auditing role and value in
providing assurance, developing supportive mentoring with colleagues and clients.

Institutional theory explains how organizational structures and practices are shaped through changes induced by
normative pressures, including both external and internal sources such as laws and regulations, or by the
professions (Zucker, 1987; Mihret et al., 2010). Several previous studies on internal audit have drawn on the
institutional theory (Al-Twaijry et al., 2003; Arena & Azzone, 2006; Arena & Azzone, 2007; Mihret et al., 2010).
Empirical works cited from these studies tend to suggest that the institutional theory is a valid theory for internal
audit effectiveness which has been employed in both developed and developing regions.

2.3 Internal Audit Effectiveness

The Institute of Internal Auditors (IIA) (2010) defines internal audit (IA) effectiveness as “the degree (including
quality) to which established objectives are achieved.” It is the extent to which an internal audit office meets its
purposes (Mihret & Yismaw, 2007), and can refer to ability of auditors, internal or external, to achieve established
objectives within an organisation (Mizrahi & Ness-Weisman, 2007; Arena & Azzone, 2009; Dittenhofer, 2001;
Karapetrovic & Willborn, 2000). The objectives of an internal audit unit for every organisation depend on the
goals set out by the management of such an organisation (Pungas, 2003). Even though the degree of internal audit
effectiveness tends to vary within organisational levels as well as country (Al-Twaijry et al., 2003), the
management of organisations should have a clear objective for internal auditors to achieve, given the available
resources and other means that might aid the achievement of such objectives. It is argued that the effectiveness of
an internal audit unit depends on the expectations of relevant stakeholders even though systematic and generally
valid measures can be used to gauge IA effectiveness (Dittenhofer, 2001).

2.4 Determinants of Internal Audit Effectiveness

We adapted the determinants of effective internal auditing as used by Cohen and Sayag (2010). The first three
determinants (professional proficiency of the auditors; the quality of auditing work; and the organisational
independence of auditing departments) represent instances where the auditor’s interests reflect those of the
profession, rather than the employing organisation. The last two determinants (career advancement; and top
management support) represent instances where the interest of the employing organisation takes precedence over
that of the internal auditor’s profession.

Professional proficiency is the expertise, specialized knowledge and abilities in a field which one is practising
professionally. Appropriate staffing of an internal audit department (Al-Twaijry, Brierley, & Gwillian, 2003) and
good management of that staff are keys to the effective operation of an internal audit department. Staff of an A unit
should have the requisite education, training and experience to conduct the full range of audits required by its
mandate. Quality of audit work is the degree or extent of excellence in the audit work which is normally achieved
when the audit work in performed according to IA standards. Organisational independence is the state, condition,
quality or process of being independent through organisational placement and reporting lines of the IA
department. Bou-Raad (2000) argues that the strength of an IA department must be assessed with respect to the
level of independence it enjoys from management and from operating responsibilities.

Career advancement is an individual’s journey through learning, work and other aspects of professional life. It
is evident through one’s progress in one’s job, promotion in rank or improvement in status. Goodwin (2001)
posits that, internationally, the practice of staffing the IA department with career auditors is becoming less
common, with more organisations using the function as a training ground for future management personnel.
This practice is designed to help the organisation train well-rounded senior managers. The last determinant, top
management support, refers to high level managers in an organisation giving active approval, encouragement
and assistance to employees (Fernandez & Rainey, 2006).

2.5 Sequential Theory of Decentralization

In this study, we draw on the sequential theory of decentralization which follows a set of state reforms proposed by
Falleti (2004). Falleti (2004) classifies decentralization policies as belonging to one of three categories -
administrative, fiscal, and political - depending on the type of authority devolved. Administrative decentralization
comprises the set of policies that transfer the administration and delivery of social services such as education,
health, social welfare, or housing to sub national governments. Fiscal decentralization refers to the set of policies
designed to increase the revenues or fiscal autonomy of sub national governments. An increase of transfers from
the central government, the creation of new sub national taxes, and the delegation of tax authority are all examples
of fiscal decentralization. Political decentralization is the set of constitutional amendments and electoral reforms
designed to open new (or activate existing but dormant or ineffective) spaces for the representation of sub national
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politics. Political decentralisation policies are also designed to devolve electoral capacities to subnational actors.
Ghana’s decentralized system of governance follows the sequential theory of decentralization. Administratively,
the local authorities have the mandate to take charge of education, health care and housing at the local level. In
terms of fiscal decentralization, the MMDASs are required to collect some form of revenues in their respective
districts. Politically, the district chief executives represents the president of the republic in matters of national
interests at the district level.

2.6 Conceptual Framework for the Study

In order to vividly represent the phenomenon under investigation, we developed a conceptual framework to
assess IA effectiveness. We used the definition of 1A and adapted Cohen and Sayag (2010)’s determinants of [A
effectiveness. As depicted in Figure 1, we believe that given that an IA unit has the requisite ingredients to
perform its role effectively, the overall outcome of A effectiveness will be value addition to the organisation.
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Figure 1. Conceptual framework for the study

Source: Authors’ construct, 2014.

2.6.1 Hypothesised Relationships
Based on the theoretical and conceptual framework of the study, we formulated the following hypotheses:

H,: The professional proficiency of internal auditors has no effect on IA effectiveness in the MMDAs in the
Ashanti Region.

H,: The quality of audit work of internal auditors has no effect on IA effectiveness in the MMDAs in the
Ashanti Region.

H,: The organizational independence of internal auditors has no effect on IA effectiveness in the MMDAS in
the Ashanti Region.

H,: Career advancement opportunities for internal auditors have no effect on IA effectiveness in the MMDASs in
the Ashanti Region.

H: Support from top management has no effect on IA effectiveness in the MMDAs in the Ashanti Region.
3. Research Methodology

We employed a casual survey research design (Zikmund, 1997) to assess internal audit effectiveness in MMDAs
in the Ashanti Region. Our intention is to describe the findings of the study in the context of the developed
hypotheses through causal analysis to determine the effect of one variable on the other. Using the Ashanti Region,
which is the largest decentralized governmental geographical region in Ghana, primary data through
self-administered questionnaire was collected from all the MMDAs in the region. The Ashanti Region also has
the highest population and the highest number of MMDAS in Ghana. All internal auditors in the MMDAS in the
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Ashanti region were engaged in the study. Each MMDA has four internal auditors, totalling 120 in number, for
the entire region.

The questionnaire was structured to elicit information based on the specific research objectives and the testing of
hypotheses. The questionnaire was made up of three parts and made up of closed-ended items, (where
respondents were asked to indicate their degree of agreement and disagreement on a five-point Likert scale)
and open-ended questions. The instrument was pre-tested in some MMDAs in the Brong Ahafo Region of Ghana.
This region was selected because it is fairly large and shares similar characteristics as those of the Ashanti
Region. The pre-test was conducted in 10 internal audit units. The purpose was to test for the significance of the
items in the questionnaires. It was also to determine the reliability of the rating scales used for the study. The
establishment of reliability was accomplished by measuring the internal consistency of the instrument using a
reliability coefficient, obtained by means of Cronbach’s alpha. A reliability coefficient of .845 was obtained. A
scale is considered reliable when Cronbach’s Alpha co-efficient is .70 and preferably higher (Pallant, 2005).
Even though this reliability is sufficient, few items which were found to be misleading were modified for
clarity and accuracy, and others were deleted to standardize the instrument.

The IBM SPSS Statistic (SPSS 17.0 version) was used for processing the data gathered for the study. Data
preparation was undertaken in two stages. First, the raw data collected through the questionnaire were edited,
coded and converted into the actual variables of interest. Secondly, the variables were checked for other
anomalies based on the assumptions made in regression. Prior to major analyses, data were examined using
SPSS 17.0 for data entry accuracy, missing values and violation of regression assumptions of normality; linearity,
multicollinearity and outliers. Residuals were screened for normality through expected normal probability plots,
skewness and kurtosis. The Cronbach’s coefficient alpha (o) was used to determine the mean reliability
coefficient for the dimensions of social and personality factors. The value of Cronbach’s alpha range from 0 to 1
and the closer the value of a to 1 the better the reliability.

3.1 Model Specification

In order to address the objectives and test the research hypotheses, we carried out a regression analysis using the
following specified model:

IAE = B, + B,PP + B,04W + B,0] + [,CA + B, IMS + ¢
Where;

IAE = internal audit effectiveness
PP = professional proficiency
QAW = quality of audit work

Ol = organizational independence
CA = career advancement

TMS = top management support

Using Cronbach’s (1951) alpha or the split half reliability measures, the data was tested for goodness of fit. The
hypotheses testing was also undertaken to determine whether the hypotheses are substantiated. As a preliminary
step, once all the data were coded and entered into the system and verified for any visual errors, the following
were obtained using SPSS 17.0 for Windows software: (1) Independent and dependent variables; (2) frequency
distribution for the variables; (3) the mean, standard deviation, range and variance on the dependent and
independent variables; and (4) a correlation matrix of the variables. These statistics helped to get a feel of the
data and indicated that the responses range satisfactorily over the scale. The spread of responses was an
indication of the variability and lack of bias. Finally, correlation analysis and regression analysis were performed
to test the strength of relationships between variables.

4. Results and Discussion

In terms of the relationships between the variables, correlation analysis was applied first to determine the
interrelationships among the research variables and to examine the possibility of multi-collinearity. Regression
analysis was used to test the other hypotheses. In performing the regression analysis, four assumptions were
tested. Also, a regression equation was built to test the hypotheses and in order to assess whether a particular
hypothesis is supported or not, the sign of the beta coefficient () was taken into account. An alpha of 0.01 and
0.05 were used for all tests of significance.
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4.1 Internal Audit Proficiency

In relation to the level of the 1A proficiency, correlation and regression results were analysed to test the influence
of IA proficiency on the effectiveness of the IA departments in the MMDAs. The test results as depicted in Table
1 was analysed into means and standard deviation and ranked in decreasing order for each of the construct
measuring the level of IA proficiency. A mean scale of 1 - 5 was used, with 1 — 3 indicating high level of 1A
proficiency and 4 — 5 indicates low level of IA proficiency. The positive results show that the respondents regard
IA proficiency as important. The respondents agreed that the IA units possess the appropriate professional skills,
qualification and experience having recorded an average high level of IA proficiency (M=1.629), with a standard
deviation of .7415 indicating that the average response is not dispersed from the entire responses collected from
the respondents.

Table 1. IA proficiency

M(SD)
IA unit possess the appropriate professional skills, qualification and experience 1.629(.7415)
IA unit has the right mix and competencies in specialist areas such as IT and treasury 2.407(.9306)
IA team has an appropriate programme of continuing education 1.851(.9073)
Members of the team participate in professional development training programmes. 1.851(.8639)
Overall Average 1.956(.7873)

Source: Field data, 2014.

Similar results were recorded for audit team members’ participation in professional development training
programmes and IA team having an appropriate programme of continuing education, with an average response
of 1.851. The standard deviations were all below one percent implying the data was not dispersed. Also, the [A
units have the right mix and competencies in specialist areas such as IT and treasury but with the least average of
2.407. Overall, an average of 1.956 indicates that most of the respondents were in agreement with the fact that
the level of internal audit proficiency in the MMDAs in the Ashanti Region is sufficient and appropriate.

4.2 Quality of Audit Work

To effectively examine the quality of audit work by internal auditors in the MMDAs, the variables used in
measuring quality of audit work were significantly tested. The test result is presented in Table 2. All the variables
used to assess quality of audit work were highly endorsed by the respondents. It is the view of the respondents
that the internal audit units of the MMDAs in the Ashanti Region of Ghana adhere to the IA standards.

Table 2. Quality of audit work

M(SD)
IA unit adhere to the Institute of Internal Auditors (ITA) code of ethics 1.296(.465)
IAs are conducted in conformance with the international standard for professional practice of internal auditing 1.370(.492)
IA unit has a quality assurance and improvement programme 1.888(1.154)
IA unit organises or performs peer reviews or self -assessment of its performance 2.185(.681)
IA unit do regular follow-up to examine actions taken to correct problems identified 2.074(1.106)
IA plan is aligned to the key risks of the assembly and other quality assurance activities 1.703(1.137)
The evaluation of IA report by external auditors and other external authorities is positive 2.148(1.166)
IA reports are clear and accurate 1.629(.741)
The work of IA is timely and proactive in the conduct and reporting of issues to management 2.037(.807)
Management decision making process is strongly affected by reports, findings and recommendations of IA unit 2.703(1.030)
Overall Average 2.028(0.986)

Source: Field data, 2014.
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4.3 Organisational Independence

The descriptive statistics of the elements of organisational independence of the 1A work is depicted in Table 3.
Elements like ‘internal audit unit has the authority to audit all parts of the assembly,” ‘internal audit unit operates
totally independently, can audit any issue it considers necessary of auditing,” and ‘internal auditor participates in
major decisions affecting the unit’ had the most favourable response having recorded and average of 1.259,
1.629 and 1.667 respectively. The responses show a strong agreement by the respondents to the organisational
independence of the IA units of the MMDAs. This follows the sequential theories of decentralisation which
entail the devolution of decision—making authority over these policies, but this is not a necessary condition
(Falleti, 2004).

Table 3. Organisational independence

M(SD)
IA unit is an autonomous and independent body 2.704(1.539)
IA unit has the authority to audit all parts of the MMDA 1.259(.4465)
Detailed budget proposals are included in the annual work plan of the IA unit 2.296(1.295)
IA performs other activities even if they are not defined as its direct responsibility 2.074(.780)
1A operates totally independently, can audit any issue it considers necessary of auditing 1.629(.687)
IA staff have free access to information and data about the MMDA 2.963(6.060)
IA unit takes part in designing systems in the MMDA and in developing procedures for regulating their operations 2.111(.891)
IA participates in major decisions affecting the IA unit 1.667(.784)
Overall Average 2.239(.272)

Source: Fieldwork, 2014.

4.4 Career Advancement

Career advancement opportunities refer to individuals’ journey through learning, work and other aspects of
professional life; one’s progress in one’s job, progress and development, promotion in rank or improvement in
status. To describe internal audit effectiveness, the aforementioned are relevant to the variables of career
advancement. From Table 4, variables relating to professional development training opportunities obtained the
most favourable mean of 1.629 and standard deviation of 0.883.

Table 4. Career advancement

M(SD)
Internal audit staff have the opportunity to participate in professional development training to enhance audit skills 1.629(.883)
Internal audit unit is highly regarded and respected within the MMDA 2.593(1.337)
Promotion for internal audit staff are not prolonged and interfered 2.815(1.039)
Overall average 2.016(1.045)

Source: Field data, 2014.

The import of these responses is that because the internal audit staff are given the opportunity to embark on
continuous development, they use their knowledge to bear thereby enhancing the effectiveness of their audit
work. This aside, career advancement opportunities also serves as a motivational indicator to the staff to put in
all their efforts when performing their functions since it will be rewarded by management. In light of this,
Goodwin (2001) argued that the practice is designed to help the organisation to train internal auditor to perform a
variety of activities across different departments within the organisation. The findings compare fervently with the
institutional theory which according to Mihret et al. (2010) explains how organisational structures and practices
are shaped through changes induced by normative pressures, including both external and internal sources such as
laws and regulations, or by the professions.
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4.5 Top Management Support

Responses assessing top management support for the IA units of the MMDAs are presented in Table 5. The
results show a negative response from respondents regarding the support of top management for IA function as
most of them agreed to adverse questions on support from top management towards IA units. The respondents
agreed to the fact that top management do not provide IA unit with the encouragement expected. This variable
recorded an average as high as (M=2.888) and a standard deviation of 1.250. This shows that most of the 1A
units and the practice of A techniques are not supported by the top management in the MMDAs.

Table 5. Top management support

M(SD)
Top management does not provide IA unit with the encouragement expected 2.888(1.250)
Management usually assign a small budget to the IA unit 2.222(1.339)
Management does not provide assistance and encouragement for training and development for IA audit staff 3.000(1.240)
IA units gets the attention of top management and focuses on issues audited by IA units 2.185(.878)

The number of employees in the IA unit is limited given the amount of auditing work planned and needed to be done in 2.148(1.231)
the near future ' ’

Overall Average 2.457(1.256)

Source: Field data, 2014.

5. Regression Results and Testing of Hypotheses
We now present the regression results based on the hypotheses formulated.
H,: The professional proficiency of internal auditors affects 14 effectiveness

From Table 6, the result indicates a significant negative relationship between professional proficiency and
internal audit effectiveness (t-stat=-2.828, p = 0.031 < p = 0.05). Hence, the hypothesis is not rejected because
the professional proficiency of the internal auditors affects the 1A effectiveness positively.

Table 6. Regression between independent variables and TA effectiveness

Standardized
Unstandardized Coefticients Coefficients
Model B Std. Error Beta T Sig.
(Constant) 3.500 513 6.819 .000
Internal audit proficiency =512 280 -.356 -2.828 .031
Quality of audit work 733 422 341 3.739 .005
Organisational Independence -.889 .098 =379 -3.363 .002
Career advancement 394 170 436 2.325 .029
Top management support .269 .188 286 1.432 .166
R R Square Adjusted R Square
766" .587 345

Dependent Variable: IA Effectiveness.

Source: Field data, 2014.

With a coefficient value of -0.356 indicating a negative relationship between professional proficiency of internal
auditors and IA effectiveness, any increase in professional proficiency will necessarily not improve the
effectiveness of the IA unit.

H,: The quality of audit work of internal auditors affects IA effectiveness.
The hypothesis is not rejected on the premises that the alpha obtained is far below the benchmark alpha. The
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results from Table 6 show a significantly positive relationship between quality of audit work and IA effectiveness
(t-stat=3.739, p = 0.005 < p = 0.05).

H;: The organisational independence of internal auditors affects IA effectiveness.

With the results showing a significantly negative relationship between organisational independence and 1A
effectiveness (t-stat=-3.363, p = 0.02< p = 0.05), the hypothesis is not rejected.

H,: Career opportunities for internal auditors affect 14 effectiveness.

The hypothesis is not rejected. The alpha obtained is far below the benchmark alpha. The results show a
significantly positive relationship between career opportunities and IA effectiveness (t-stat= 2.325, p = 0.029 <p
= 0.05) with a coefficient of 0.436.

H;: Support from top management affects IA effectiveness.

The hypothesis is rejected because support from top management do not affect IA effectiveness. The alpha
obtained is higher than the bench mark alpha of 5 percent. The coefficient of 0.286 indicates an insignificant
negative relationship between support from top management and IA effectiveness (t-stat= 1.432, p=0.166 >p =
0.05).

6. Conclusion

Our main aim in this study is to examine IA effectiveness in decentralized local government administrative
systems in Ghana’s largest region. With the increased interest in the IA function in the district assemblies to
enhance corporate governance, the public demand responsibility and precision from government in relation to
the use of funds. Government can protect themselves by improving the 1A procedures that will provide some
level of assurance that local governments are not misapplying the nation’s resources. A review of the function of
the IA units revealed limitations on the scope of the audit function and unsatisfactory reporting relationship.
With the establishment of a central IA Agency to enhance efficiency, accountability and transparency in the
management of resources in the public sector, it is expected that IA units in the local districts in Ghana will
enhance their effectiveness.

The results from our study indicate there exist effective IA units in Ghana’s local districts. The factors identified
as ensuring IA effectiveness are existence of audit committee, expertise and experience of internal auditors,
management support, approved internal audit mandate and standards, unrestricted access to records,
implementation of audit recommendations, adequate resources, organisational independence, regular training and
quality of leadership of chief internal audit staff. We identified strong potential for independence of the IA
departments and at the same time to independently evaluate management’s effectiveness. Also, quality of audit
work and career advancement have a positive impact on IA effectiveness with statistically significant coefficient
but top management support was found to have no effect on IA effectiveness because of the statistically
insignificant coefficient.

It is our assertion that there is professional proficiency in the IA units of the MMDAs in the Ashanti Region. The
internal auditors possess the appropriate professional skills, qualifications and experience and participate in
continuing professional development. To some extent, quality audit work is undertaken by the IA
departments. The internal auditors adhere to auditing code of ethics, and comply with the international auditing
standards. The quality of audit work has a significant positive effect on IA effectiveness. Moreover, to a large
extent, we conclude that internal auditors in the local districts possess organizational independence. They have
the authority to audit all segments of the district assemblies. They participate in major decisions affecting the
unit and also take part in designing systems in the local districts. Internal auditors have career advancement
opportunities. However, top management do not support internal auditors in the sense that, management do not
provide internal audit unit with the encouragement expected and usually assign small budget to the units.

The IA units of the MMDAs need to be adequately and appropriately resourced by management. The
availability of resources would enable the internal auditors to do quality and independent audit work. There should
be regular in-service training and short term courses for internal auditors. This would help them to upgrade
themselves in order to meet challenges of modern risk-based internal auditing. The promotion for internal audit
staff should not be delayed or interfered with. The 1A agency at the national level should monitor the I A units
in the districts on regular basis to ensure that the units are achieving the desired results. Monitoring should
include addressing IA findings and recommendations and ensuring that the management of the MMDAs take
corrective actions. Contrary to the perception that audit quality in the public sector is usually compromised, the
study revealed that there exists a significantly high quality of audit work due to compliance with the international
auditing standards and local audit legislations. Professional proficiency, organisational independence, and career

192



ijbm.ccsenet.org International Journal of Business and Management Vol. 11, No. 11; 2016

advancement were found to have statistically significant positive relationship with IA effectiveness, whiles top
management support was found to have no effect on internal audit effectiveness.

Whiles acknowledging the limitation of this study with respect to the coverage of respondents, this study lays the
foundation for further research to assess the implementation of the IA reports and recommendations over a long
period. A comparative study of IA practices in public and private sector organisations could also be carried out
to ascertain the significant differences that may exist in IA practices in the two sector.
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