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ABSTRACT

The political unrest in Thailand has affected the economy and the confidence
of investors. However, when the financial report is supported by an internal audit
transparency process, the numbers are more creditable.

The primary objective of this research is to examine the effects of internal audit
transparency impact on firm goal achievement of Thai-financial business firms.
Moreover, the effects of internal audit transparency on internal audit reliability, internal
audit quality, internal audit usefulness, information value, and best decision-making are
investigated. Additionally, this research tests the effects of governance awareness,
internal audit professional, internal audit ethics, regulation force, and environment
uncertainty on internal audit transparency. Finally, the moderating role of morality
climate and internal audit learning are also examined. The conceptual model is proposed
by drawing on the agency theory and contingency theory. The data were collected by a
questionnaire survey from 81 Thai-financial business firms in the Bank of Thailand and
the Office of Insurance Commission. Internal audit directors or internal audit managers
of each firms is the key informant of this research. Indeed, the descriptive, correlation,
and Ordinary Least Square regression analysis is operated to test the postulated
hypotheses.

The results indicate that internal audit process openness positively relate to
internal audit quality and best decision-making. While, internal audit practice clarity has
a significant positive relationship with internal audit quality, information value, and best
decision-making. Also, internal audit communication visibility has a significant positive

relationship with internal audit reliability, internal audit usefulness, and information
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value. Moreover, internal audit reliability and internal audit usefulness have a
significant positive effect on information value. Also, information value has a
significant positive influence on best decision-making and firm goal achievement.
Similarly, best decision-making has a significant positive effect on firm goal
achievement. For the antecedents of internal audit transparency, the findings assert that
the governance awareness has a significant positive impact on internal audit method
trust and internal audit practice clarity. While, internal audit ethics has a significant
positive effect on internal audit practice clarity and internal audit communication
visibility. Additionally, regulation force has a significant positive effect on internal
audit process openness, internal audit method trust, and internal audit communication
visibility. Besides, internal audit learning moderates these relationships: internal audit
process openness and information value, internal audit practice clarity and internal audit
usefulness, internal audit practice clarity and information value, internal audit practice
clarity and best decision-making. Also, the moderating role of morality climate has a
significant positive effect among internal audit professional and internal audit process
openness.

In order to contribute more theoretically to internal audit transparency, future
research should be considering other moderating variables to enhance the relationships
among variables. Moreover, future research could be conducted on different samples

and on a larger scale to widen the generalizability of its findings.
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CHAPTER 1

INTRODUCTION

Overview

The political unrest in Thailand has affected the economy and the confidence
of investors. Moreover, stock market bubbles or inefficient capital markets are
damaging to economies (Penman, 2003).The capital market is a national treasure which
is essential to the success of the economy (Sutton, 2002).In addition, business is
conducted simultaneously in various countries and with many people; thus, the market
is no longer limited by time zone boundaries. Therefore, many reforms have been
undertaken to restore user confidence, including the role of internal auditor in restoring
user confidence (Octavia, 2013; James, 2003).The internal audit function should be
prepared, not only to explain how it affects market value, but also to show an increase
in value (Octavia, 2013). From a capital market perspective, transparent reporting is
important for both the allocation and institutional efficiency of the capital market
(Burkhardt and Strausz, 2009; Pott, Mock and Watrin, 2008). Most investors make a
decision by the numbers in the financial status and report. When the financial report is
supported by an internal audit transparency process, the numbers are more creditable.
The investors will be more confident in investing, which results in an effective
economy.

The Eighteenth Century industrial revolution stimulated the formation of
capital markets and the separation of owners and managers, which came with the
potential for opportunistic management behavior (Imhoff, 2003). Sisaye (1999) notes
that crisis creates the condition for organizational change to survive and remain
competitive. Managers usually prefer high stock prices and high returns for the firms
they manage because high prices and returns can increase the value of their stock
options and stock holdings, increase cash compensation and improve their chances of
retaining their current jobs or landing positions with other firms (Bloomfield, 2002). In
addition, a weak internal control environment facilitates earnings management and

opportunistic behavior and reduces the reliability of financial reporting (Jiang, Rupley
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and Wu, 2010). Recent high-profile corporate collapses have focused attention on
corporate governance and have also emphasized internal auditing as an important part
of the governance process (Coram, Ferguson and Moroney, 2008). Some prior research
has used an agency cost framework to illustrate the value relevance of the internal audit
function framework (Salehi, Arianpoor and Salehi, 2013; Ho and Hutchinson, 2010;
Lee and Ismail, 2010; Sarens, Beelde and Everaert, 2009; Archambeanlt, DeZoort and
Holt, 2008; Coram, Ferguson and Moroney, 2008).

In today‘s turbulent economy with recent accounting scandals and legislation,
it is clear that internal auditors have to face difficult challenges, one of them being
proving their relevance and necessity within the organization (Bota-Avram Cristina and
Palfi Cristina, 2012; Archambeault, DeZoort and Holt, 2008). Furthermore, the current
context of economic, social and technical development of the society decides the
appearance of new risks, leading to the adaptation of the audit structure, thereby
enhancing the methods and techniques used to analyze the risks and increasing the
internal audit performance (Munteanu, Zuca and Tinta, 2010 ; Sfetcu, 2013). There are
several clarifications of the internal audit's roles. Internal audit plays an increasingly
important role in the improvement of the functioning of an organization, enhancement
of corporate governance, protecting stakeholders and in an organization’s assets
(Octavia, 2013; Steinbart et al., 2013; Sobel and Kapoor, 2012; Pajak, 2012;
Archambeault, DeZoort and Holt, 2008). In addition, the internal audit is seen
worldwide as a profession, searching to constantly meet the continuously changing
needs of organizations (Watson, 2007; Flostoiu, 2012).

Internal auditing is an independent, objective assurance and consulting activity
designed to add value and improve an organization's operations. There are several
aspects that will significantly mark internal audit in the 21st century and the
organizations that will take account of these issues will have an internal audit service
that will truly bring them added value (Mihailescu and Ducu, 2011). Internal audit
focused on accounting problems at its beginnings, but now it has become a powerful
tool to detect the main risks of organizations (Munteanua and Zahariab, 2014).The main
1ssues that limit the effectiveness of internal audit actions have been identified, such as:
indifference of the board of directors towards the internal audit activity; impediments to

the information flow; connections of inappropriate interest; personal characteristics;
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insufficient control procedures and practices (Cortesi, Tettamanzi and Corno, 2009).
Large companies have increased their interest in internal audit, which requires creating
departments and services for internal audit, independent from other internal control
departments of companies (Alsharayri, 2012). In addition, internal auditing is a
professional service those, to serve, not just management, but the whole organization
(Cortesti, Tettamanzi and Corno, 2009). Internal auditors should develop mechanisms
through which they can obtain insights as to whether those in their organizations (e.g.,
management, audit committee members, etc.) perceive the internal audit function as
effective and adding value (Gramling and Hemanson, 2007).

The breadth of the scope of internal auditing has been emphasized by several
authors. Sisaye (1999) notes that internal auditing constitutes an important aspect of
administrative process innovations that result in significantly better business
performance. On the other hand, auditing not only identifies quality processes in
organizations; it locates problems, needs and delivers information to develop action
plans for better results. A fairly consistent finding across more recent studies is that
internal audit function can have a positive influence on corporate governance, including
reporting quality and firm performance (Gramling et al., 2004). Moreover, the standards
of performance bring together the efficiency and effectiveness of internal audit,
contributes to improved risk management and creates additional value (Alsharayri,
2012).

Poor corporate governance can lead to major failures, with adverse
consequences for the banking system, due to the impact of deposits insurance system,
payment system and especially the contamination risk (Mihdilescu and Ducu, 2011).
Furthermore, potential weakness in the perception of the professionalism of internal
auditing is the tendency in many organizations, particularly in the private sector, for the
internal auditing department to serve as a stepping-stone to other positions in an
organization (O'Regan, 2001).The important task of internal audit is to evaluate the
capacity of the credit institution to cope with those risks that have been identified and,
although they were identified, underestimated the impact on the organization or the
probability that those risks affect the credit institution (Mihailescu and Ducu, 2011).
Chutter and Swanger (2000) investigate a profile of the internal audit function within

the financial services industry. The most surprising finding in their study is that some
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institutions still have no internal audit function at all. Okike (2004) notes that there is
additional legislation for financial institutions and insurance companies. Recent high-
profile corporate collapses have focused attention on corporate governance and also
emphasized internal auditing as an important part of the governance process (Coram,
Ferguson and Moroney, 2008).

Transparency can be adopted as an attractive first step during initial stages in
development of an environmental norm, when acceptance of and commitment to a new
norm preclude political agreement on more ambitious regulatory strategies (Mitchell,
2011). Also, the internal audit function helps the company in achieving its objectives
and adds value and transparency, assisting at the same time, the manager, to enable it to
better manages their activities (Botez, 2012). Moreover, the internal audit helps
management establish stronger controls over financial reporting (Wan-Hussin and
Bamahros, 2013). The greater level of trust and reliance the external can place on the
internal and the further the authority will move towards a self-regulated model of
monitoring (Bowerman. and Hawksworth, 1999).

Internal audit transparency contributes to stakeholders for increasing firm goal
achievement. This research is an attempt to propose the impact of internal audit
transparency (internal audit legitimacy compliance, internal audit process openness,
internal audit method trust, internal audit practice clarity and internal audit
communication visibility) on firm goal achievement.

Internal audit transparency examined in this research provides both theoretical
and managerial contributions. The theoretical contributions describe that there is little
internal audit research looking into the transparency of internal audit function; thus, this
research expands the literature of the transparency theme in the internal audit literature.
Furthermore, it provides a new dimension of internal audit transparency. The
managerial contribution is probably that the findings of this research provide the
empirical evidence verifying internal audit transparency which may improve internal
audit reliability, internal audit quality, internal audit usefulness, information value, best
decision-making and firm goal achievement. The executive of a business can use this
evidence to facilitate careful consideration for improvement or to establish internal audit

transparency in their organization for increased firm goal achievement.
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Purposes of the Research

The main purpose of this research is to examine the relationships among
Internal audit transparency (internal audit legitimacy compliance, internal audit process
openness, internal audit method trust, internal audit practice clarity and internal audit
communication visibility) that have an influence on firm goal achievement. The
following explains the specific research purposes:

1. To study the effects of each dimension of internal audit transparency on
internal audit reliability, internal audit quality, internal audit usefulness, information
value, best decision-making and firm goal achievement,

2. To study the effects of internal audit quality on internal audit reliability
and internal audit usefulness,

3. To examine the relationships between internal audit reliability, internal
audit quality, internal audit usefulness and information value,

4. To examine the relationships between internal audit reliability, internal
audit quality, internal audit usefulness and best decision-making,

5. To investigate the effects of information value on best decision-making
and firm goal achievement,

6. To investigate the effects of best decision-making on firm goal
achievement,

7. To explore the impact of governance awareness, internal audit
professional, internal audit ethics, regulation force and environment uncertainty on each
dimension of internal audit transparency,

8. To investigate the influence of morality climate as a moderating effect on
the relationships between a) governance awareness, b) internal audit professional, ¢)
internal audit ethics, d) regulation force, €) environment uncertainty and each dimension
of internal audit transparency, and

9. To test the moderating effect of internal audit learning on each dimension
of internal audit transparency and; a) internal audit reliability, b) internal audit quality,
c¢) internal audit usefulness, d) information value, e) best decision-making, f) and firm

goal achievement.
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Research Questions

The key research question is how internal audit transparency (internal audit
legitimacy compliance, internal audit process openness, internal audit method trust,
internal audit practice clarity and internal audit communication visibility) affects firm
goal achievement. The specific research questions are as follows:

1. How does internal audit transparency affect internal audit reliability,
internal audit quality, internal audit usefulness, information value, best decision-making
and firm goal achievement?

2. How does internal audit quality affect internal audit reliability and
internal audit usefulness?

3. How do internal audit reliability, internal audit quality and internal audit
usefulness relate to information value?

4. How do internal audit reliability, internal audit quality and internal audit
usefulness relate to best decision-making?

5. How does information value affect best decision-making and firm goal
achievement?

6. How does best decision-making affect firm goal achievement?

7. How do governance awareness, internal audit professional, internal audit
ethics, regulation force and environment uncertainty relate to internal audit
transparency?

8. How does morality climate moderate the relationships between a)
governance awareness, b) internal audit professional, ¢) internal audit ethics, d)
regulation force and e) environment uncertainty and each dimension of internal audit
transparency?

9. How does internal audit learning moderate the relationships between
each dimension of internal audit transparency and a) internal audit reliability, b) internal
audit quality, ¢) internal audit usefulness, d) information value, e) best decision- making

and f) firm goal achievement?

=7 Mahasarakham University



Scope of the Research

This research concentrates on the effects of internal audit transparency on firm
goal achievement in the context of Thai-financial business firms. Internal audit
transparency refers to the guideline or platform optimized in the internal audit,
appropriate with operational activities in an organization context, which lacks secrecy
and can reduce environmentally-harmful behaviors and increase the quality of audit
work.

With respect to the research objectives and research questions, there are many
variables in the research. Internal audit transparency is an independent variable consist
of five dimensions: a) internal audit legitimacy compliance refers to the ability of firms
to utilize internal audit standards or relevant laws which lead to perform appropriate
internal audit work, b) internal audit process openness refers to the ability of firms to
prepare and formulate audit plans for which internal auditors must identify and
document sufficient information (e.g., audit scope and objectives, risks and controls,
audit duration, resources necessary for the performance of the auditing etc.) to achieve
the objectives in audit program and audit working papers in a consistent standardized
and regulatory manner and which must be disclosed, ¢) internal audit method trust
refers to the ability of firms to prepare and formulate audit programs for which internal
auditors must identify and document sufficient information (e.g., specific objectives and
instructions, sample size and items to select, identification of audit procedures, dates,
expected completion times, manpower and places for audit etc.) to achieve the
objectives in audit working papers in a consistent, standardized and regulatory manner;
and it must be seen to maintain integrity and independence in the internal audit
performance, d) internal audit practice clarity refers to the ability of firms to perform the
task identified in the audit program for which internal auditors must document working
papers in a consistent, standardized and regulatory manner; and it must be organized,
clear and comprehensive and e) internal audit communication visibility refers to the
ability of firms to convey the audit outcomes which internal auditors conduct
throughout the period of fieldwork in a consistent, standardized and regulatory manner;

and must not filter nor keep emotional uncertainly from creating more positive actions.
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Internal audit transparency consist of five outcomes: a) internal audit reliability
refers to the ability of firms to perform the internal audit service independently, clearly
and completely by achieving information without error or bias, b) internal audit quality
refers to the ability of firms to efficiently perform the internal audit which is properly
executed and communicated by achieving the objectives and goals of internal audit to
add value and improve an organization’s operations, c¢) internal audit usefulness refers
to the ability of firms to perform internal audit operational information which all users
can use for correct and timely decision-making, d) best decision-making refers to the
best choice between many alternative ways to help a company achieve its objectives or
goal set in a correct and timely manner and e) information value refers to the utility of
information which all users can use for correctly and timely decision-making. Firm goal
achievement is the dependent variable of this research. It refers to the operational
outcome that shows performance of firms, both financial and non-financial, that arises
from an ability of firms which are properly operated to achieve their goals.

Moreover, moderators in this research include morality climate and internal
audit learning. Morality climate refers to the workplace environment that focuses on the
ambiguity people perceive when judging whether behaviors are right or wrong. Internal
audit learning refers to the ability of firms in which internal auditors acquire an intimate
knowledge of all the organization’s activities, new technologies and broaden their
organizational capabilities.

Five variables are assumed to become the antecedents of internal audit
transparency including a) governance awareness refers to the realization in the
workplace environment (formulated from the interaction of employees in an
organization) that is focused and compliant with corporate governance, b) internal audit
professional refers to the ability of firms to work with widely - accepted internal audit
standards which are properly planned and executed, achieving the confidence of internal
audit quality, ¢) internal audit ethics refers to the ability of firms to work with a widely -
accepted code of internal audit ethics which increases neutrality, free - from - bias
practices and relevant information disclosure, d) regulation force refers to the current
regulations that firms must obey and comply, in order to improve appropriate

operational trends and e) environment uncertainty refers to the relevant characteristics
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of the business environment in which technologies, regulations and stakeholder
expectations are evolving.

The conceptual framework of this research is drawn from the agency theory
and the contingency theory. Firstly, the agency theory examines the relationships
between two units, one of which is acting for the other (Huarng, 1995). The manager
frequently has more information than the other parties to the firm (Watts, 2003).
Moreover, in absence of verification requirements, the manager can estimate biases of
future upward cash flows, producing large payments under earnings-based
compensation plans and possibly leading to negative net present value investments by
the firm. Companies with high levels of agency conflict or previous occurrences of
fraud could benefit from telling users about the improved processes being implemented
(James, 2003). Agency theory assumes that employees and employers have different
goals, act in a self-interested manner and are willing to assume varying degrees of risk
(Johnson and Droege, 2004). The proprietorship perspective is at the heart of the
contracting perspective of accounting: between shareholders and bondholders, between
shareholders and management and between shareholders and auditors (Penman, 2003).

Finally, the contingency theory, originated by Otley (1980), explains the
contingency theory as a framework of an organization control package dependent on
contingent factors such as uncontrollable factors and the firm’s objective. Additionally,
the basic premise found in this theory is that a proper fit of contingency characteristics
and control will result in superior performance (Agbejule and Jokipii, 2009). Internal
audit is one of the operation systems of the organization. The appropriateness of internal
audit system depends on the ability of the organization to adapt to this system when
there is a change in external circumstances or internal factors. Therefore, this theory has
been used to explain both the antecedents and consequences of internal audit
transparency.

The population of this research is 238 financial business firms in Thailand
(http://www.bot.or.th and http://www.oic.or.th., as of January 11, 2014) because these
businesses are in high risk business operations and they involve many stakeholders.
Therefore, they require value added service by the internal audit more than other
business sectors in Thailand. The database is drawn from the Bank of Thailand on its

website and the Office of Insurance Commission on its website. The instrument of data
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collection is a questionnaire mailed directly to the key informants who are the internal
audit directors or internal audit managers of financial business firms. To test the

hypotheses, the multiple regression analysis will be used.

Organization of the Dissertation

This research is organized into five chapters. Chapter one presents an overview
of the research, purposes of the research, research questions, scope of the research and
organization of the dissertation. Then, chapter two reviews the relevant literature on
internal audit transparency, explains the theoretical framework to describe the
conceptual model and the relationships among the different variables and develops the
related hypotheses for testing. Chapter three explains the empirical examination of the
research methods, including the sample selection and data collection procedures, the
variable measurements of each construct, the instrumental verification, the statistics and
equations to test the hypotheses and the summary table definitions and operational
variables of constructs. Chapter four exhibits the empirical results and discussion. The
chapter also compares and explains the differences between previous studies and
empirical results for this empirical research. Finally, chapter five purposes the
conclusion, theoretical and managerial contributions, limitations and future research

directions.
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CHAPTER 11

LITERATURE REVIEW AND CONCEPTUAL FRAMEWORK

Chapter one describes the overview of internal audit transparency and the
research motivation, the purposes of the research, the key research questions and the
scope of the research. This chapter elaborates to better understand internal audit
transparency which emphasizes the theoretical foundation, the conceptual model, the
relevant literature review and the research hypotheses development. The key construct
of the conceptual model of this research is internal audit transparency. This research
will provide empirical evidence so that internal audit transparency may enhance firm
goal achievement with regards to the antecedents and the consequences of internal audit
transparency. The agency theory is applied in this research to explain how internal audit
transparency affects firm goal achievement through internal audit reliability, internal
audit quality, internal audit usefulness, information value, best decision-making and
internal audit learning. Furthermore, the contingency theory is useful to give an
explanation of the linkage between the antecedent variables and morality climate and
internal audit transparency. The literature review is conducted to provide an
understanding of all constructs in the proposed conceptual model and to develop the
research hypotheses for testing.

The organization of this chapter is structured into three sections. The first
section describes the theoretical foundations which are used to explain the conceptual
model. The second section provides the relevant literature review, the definition of all
constructs in the conceptual framework and the hypotheses development. The final

section summarizes the hypotheses relationships and descriptions.

Theoretical Foundations

The relationships among internal audit transparency, its consequences, firm
goal achievement and internal audit learning are explained by the agency theory.
Moreover, the contingency perspective is used to describe the linkage between internal

audit transparency and its antecedents and morality climate.
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Agency Theory

Jensen and Meckling (1976) note that the agency theory describes the problems
of emerging situations where information asymmetry exists. Moreover, it examines the
relationships between two units, one of which is acting for the other (Huarng, 1995).
The manager frequently has more information than the other parties to the firm who
lack verification requirements (Krause and Bruton, 2014; Jiang, Rupley and Wu, 2010).
As a result, the manager can estimate biases of future upward cash flows, producing
large payments under earnings-based compensation plans and possibly leading to
negative net present value investments by the firm (Watts, 2003). Companies with high
levels of agency conflict or previous occurrences of fraud could benefit from telling
users about the improved processes being implemented (James, 2003). Agency theory
assumes that employees and employers have different goals, act in a self-interested
manner and are willing to assume varying degrees of risk (Johnson and Droege, 2004).
The proprietorship perspective is at the heart of the contracting perspective of
accounting: between shareholders and bondholders, between shareholders and
management and between shareholders and auditors (Penman, 2003).

Agency theory contends that internal auditing, in common with other
intervention mechanisms like financial reporting and external audit, helps to maintain
cost-efficient contracting between owners and managers (Adams, 1994). In addition,
Fadzil, Haron and Jantan (2005) show the existence of agency theory postulated and its
influence on the extent of internal auditing practices and its effect on the firm’s internal
control system. Moreover, internal audit can help principals to overcome the
information asymmetry problem (Adams, 1994). Christopher, Sarens and Leung (2009)
draw on both agency and institutional theory to examine the independence of the
internal audit function in relationship to the audit committee and management.

Several scholars studying internal audit have employed the agency theory as an
explanatory framework (Salehi, Arianpoor and Salehi, 2013; Ho and Hutchinson, 2010;
Lee and Ismail, 2010; Sarens, Beelde and Everaert, 2009; Archambeanlt, DeZoort and
Holt, 2008). However, various researchers draw upon the agency theory for incentive-
based compensation schemes (Burkhardt and Strausz, 2009; Chong and Eggleton, 2007;
Conyon and He, 2004). Furthermore, Ho and Hutchinson (2010) argue that the agency

problem shifts from the manager-shareholder conflict to majority-minority shareholder
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conflict. Collier and Gregory (1999) examine the agency costs of equity, proxied by the
proportion of shares held by the directors and by shareholder diversity.

This research applies the agency theory to explain internal audit transparency
concerning the linkage among internal audit transparency, its consequences and firm
goal achievement. The agency theory explains the existence of internal audit
transparency in an organization because internal auditors use audit resources efficiently,
facilitate transparency and align risk management with business strategy (Sobel and
Kapoor, 2012). Moreover, transparency trends to be beneficial when information
asymmetries are themselves the cause of inefficiencies in the economy (Crowe and
Meade, 2008).

Contingency theory

Otley (1980) reveals the contingency theory as a framework of an organization
dependent on contingent factors such as uncontrollable factors. Furthermore, a proper fit
of contingency characteristics and control will result in superior performance (Agbejule
and Jokipii, 2009). A crisis is unexpected and unforeseen and whether real or perceived,
creates the condition for organizational change to survive and remain competitive (Altiok,
2011; Sisaye, 1999). Also, the reason for the organization encountering crises is the fact
that it falls behind in terms of competition conditions (Altiok, 2011). In the contingency
approach, “fit” is understood as signifying a positive impact on performance due to
certain combinations of context and structure (Cadez and Guilding, 2008).

Munteanu, Zuca and Tinta (2010) point out that the internal audit is a dynamic
process that should evolve together with the society itself. It should be strongly
connected with its economic stage. Moreover, Cadez and Guilding (2008) find that
contingency theory’s central proposition is organizational performance which depends
on the fit between organizational context and structure. In a harsh economic climate,
with every business function having to rethink its value proposition, internal audit
function might already be a lean, fit unit, capable of some impressive heavy lifting
(Baker, 2011).

The contingency theory is used in this research to explain the relationship
between internal audit transparency, its antecedents and morality climate. The

antecedents include five variables: governance awareness, internal audit professional,
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internal audit ethics, regulation force and environment uncertainty. According to the
contingency theory, internal audit transparency can be considered as organizational
structure within the contingency framework. As discussed earlier, in the contingency
approach, organizational performance depends on the fit between organizational context
and structure (Cadez and Guilding, 2008). The internal audit transparency trends to be
beneficial when it is understood as signifying a positive impact on organizational

change to survive and remain competitive.

Relevant Literature Review and Research Hypotheses Development

In regards to the underlying theories, internal audit transparency as the
independent variable is the key construct of this research which needs to investigate the
influence on firm goal achievement as a dependent variable through the consequences
of internal audit transparency including internal audit reliability, internal audit quality,
internal audit usefulness, best decision-making and information value. This research
proposes five antecedents of internal audit transparency which are governance
awareness, internal audit professional, internal audit ethics, regulation force and
environment uncertainty, in order to test their impact on internal audit transparency.
Finally, morality climate and internal audit learning are proposed as the moderating
variables of the research model.

This research hypothesizes that internal audit transparency is positively
associated with firm goal achievement. The consequences of internal audit transparency
consisting of internal audit reliability, internal audit quality, internal audit usefulness,
best decision-making and information value are predicted to have a positive relationship
with firm goal achievement. In addition, this research expects that internal audit
learning positively moderates the relationships between the consequences of internal
audit transparency and firm goal achievement. Moreover, the antecedents, including
governance awareness, internal audit professional, internal audit ethics, regulation force
and environment uncertainty are hypothesized to have a positive effect on internal audit

transparency. Finally, morality climate as the moderator is hypothesized to have a
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positive effect on the relationships between internal audit transparency and its
antecedents. As discussed above, a conceptual model of this research is shown in

Figure 1.
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Figure 1: Conceptual Model of Internal Audit Transparency and Firm Goal Achievement: An Empirical Investigation of Financial

Businesses in Thailand
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Internal Audit Transparency Background

Internal auditing is an independent, objective assurance and consulting activity
designed to add value and improve an organization's operations. Internal auditors are
often described as both a business partner and a policeman because of his work as a
business partner with client management and also because he acts as an independent
reviewer of management (Fadzil, Haron and Jantan, 2005). The main issues that limit
the effectiveness of internal audit actions have been identified, such as: indifference of
the board of directors towards the internal audit activity; impediments to the
information flow; connections of inappropriate interest; personal characteristics;
insufficient control procedures and practices (Cortesi, Tettamanzi and Corno, 2009).
Large companies have increased their interest in internal audit, which requires creating
departments and services for internal audit, independent from other internal control
departments of companies (Al-sharayri, 2012). In addition, internal auditing is a
professional service those, to serve, not just management, but the whole organization
(Cortesti, Tettamanzi and Corno, 2009). Internal auditors should develop mechanisms
through which they can obtain insights as to whether those in their organizations (e.g.,
management, audit committee members, etc.) perceive the internal audit function as
effective and adding value (Gramling and Hemanson, 2007).

The current context of economic, social and technical development of the
society decides the appearance of new risks, leading to the adaptation of the audit
structure, thereby enhancing the methods and techniques used to analyze the risks and
increasing the internal audit performance (Munteanu, Zuca and Tinta, 2010 ; Sfetcu,
2013). There are several clarifications of the internal audit's roles. Internal audit plays
an increasingly important role in the improvement of the functioning of an organization,
enhancement of corporate governance, protecting stakeholders and in an organization’s
assets (Octavia, 2013; Steinbart et al., 2013; Sobel and Kapoor, 2012; Pajak, 2012;
Archambeault, DeZoort and Holt, 2008). In addition, the internal audit is seen
worldwide as a profession, searching to constantly meet the continuously changing
needs of organizations (Watson, 2007; Flostotu, 2012). Furthermore, the internal audit
adds value through improving the control and monitoring environment within
organizations to detect and self-report fraud (Coram, Ferguson and Moroney, 2008).

Moreover, the internal audit assignments aim at the assessment of the financial
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management, financial reporting process and control system for the executives requiring
the respective reports (Arel, Beaudoin and Cianci, 2012; Ho and Hutchinson, 2010;
Emil, 2008). Also, the internal audit gives assurances that all good internal control
measures have been taken and such organization has achieved the organizational goals
of increased profitability and shareholder wealth (Nickell and Roberts, 2013; Vasile and
Croitoru, 2012; Burch, 2011; Sfetcu, 2013).

The audit methodology should define the overall audit cycle along with
policies and procedures for planning the engagement, performing audit work and
communicating audit results (Burch, 2011). In addition, the internal auditors should
review the internal audit process, including the risk assessment and audit plan, a
representative sample of working papers, audit reports, audit committee and executive
reporting (Dixon and Goodall, 2007).

The breadth of the scope of internal auditing has been emphasized by several
authors. Sisaye (1999) notes that internal auditing constitutes an important aspect of
administrative process innovations that result in significantly better business
performance. On the other hand, auditing not only identifies quality processes in
organizations; it locates problems, needs and delivers information to develop action
plans for better results. A fairly consistent finding across more recent studies is that
internal audit function can have a positive influence on corporate governance, including
reporting quality and firm performance (Gramling et al., 2004). The procedures that
internal auditors put in practice regarding the whistle-blowing policy are recommended
to be formalized in a code of ethics (Susmanschi, 2012). Management’s integrity is the
critical element in determining if an independent auditor can rely on the oral and written
representations made by management during the auditing process (Love and Manisero,
2011). In Italy the internal audit function is not regulated by law (Cortesi, Tettamanzi
and Corno, 2009). Also, in Malaysia, 25% of construction listed companies did not have
internal audit function and relied on outsourced services (Lee and Ismail, 2010).
Al-sharayri (2012) reveals that standards of performance bring together the efficiency
and effectiveness of internal audit, contributes to improved risk management and
creates additional value for Islamic banks operating in Jordan. Sarens, Beelde and
Everaert (2009) found that the overall level of comfort for the audit committee can be

enhanced via collaboration between internal and external auditing.
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The financial and banking system as we know at this point is based on trust
rather than on any other argument (Mihailescu and Ducu, 2011). In banking systems,
the risk is a permanent companion for any transaction or process developed by the
credit institutions and the internal audit has become compulsory by law, an instrument
by means of which banking systems can be monitorized. Any infringement of
regulations can be immediately notified, analyzed and monitorized until solved (Aurelia
et al., 2008). At the heart of banking, all other departments are linked with the internal
audit department (Salehi, Arianpoor and Salehi, 2013). The lack of transparency and
mistrust were generated by the deficient corporate governance policies and procedures
that did not regard a prudent management of risks, a judicious administration of the
assets and concentration on medium and long term objectives of banking institutions,
which preferred large and immediate profits, accompanied by huge risks at the expense
of some prudent policies (Mihailescu and Ducu, 2011). Chutter and Swanger (2000)
investigate a profile of the internal audit function within the financial services industry.
The most surprising finding in their study is that some institutions still have no internal
audit function at all. Moreover, Guiral, Ruiz and Choi (2014) suggest that loan officers
view a qualified audit report as a first-order mechanism/filter that acts as an early
warning system.

Transparency is defined as a lack of secrecy and openness to public scrutiny
(Meijer, 2009). It is used as a tool for global environmental governance, including that
of inducing targeted actors to reduce environmentally-harmful behaviors (Mitchell,
2011). It has become an increasingly important element of governance at all levels of
society, from global to local. In addition, Sampattikorn and Ussahawanitchakit (2011)
note that accounting transparency refers to the accounting practices that follow the rules
specified to disclose information to make it easy to understand, be clear, straightforward
and include an opportunity for all parties to be checked.

Burkhardt and Strausz (2009) point out that transparency reduces the
asymmetry of information between the firm and the market. As a result, this reduction
in asymmetric information increases the liquidity of assets and enables the firm’s
shareholders to sell and therefore, substitute assets more easily. Moreover, transparency
trends to be beneficial when information asymmetries are themselves the cause of

inefficiencies in the economy (Crowe and Meade, 2008).
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DeBoskey and Gillett (2013) examine the impact of corporate transparency on
US firms, which is conceived in the broadest sense and not limited to financial reporting.
They find that corporate transparency is neither a unitary concept nor merely an
ambiguous term for multiple distinct concepts: the factor analysis of ten corporate
transparency variables identifies four independent underlying dimensions: public
disclosure information, intermediary information, earnings quality information and
insider information.

Internal audit focused on accounting problems at its beginnings, but now it has
become a powerful tool to detect the main risks of organizations (Munteanua and
Zahariab, 2014). In the wake of recent corporate failures, many reforms are undertaken
to restore user confidence, including the role of internal auditor in restoring user
confidence (James, 2003). Moreover, the current context of economical, social and
technical development of the nowadays society, decide the appearance of new risks,
leading to the adaptation of the audit structure, by enhancing the methods and
techniques of used to analyze the risks and by increasing the internal audit performance
(Sfetcu, 2013).

Internal audit transparency refers to the ability of firms to optimize in the
internal audit, appropriate with operational activities in an organization context, which
lacks secrecy and can reduce environmentally-harmful behaviors and increase the
quality of audit work. It contributes to stakeholders for increasing firm goal
achievement. Therefore, this research consolidates prior researches for five new
dimensions of internal audit transparency that come from the internal audit practices,
including internal audit legitimacy compliance, internal audit process openness, internal
audit method trust, internal audit practice clarity and internal audit communication
visibility. Moreover, a summary of key relevant literature reviews of internal audit

transparency is presented in Table 1.
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Table 1: Summary of Key Literature Reviews on Internal Audit Transparency

Authors Title Independent Dependent Results
Variables Variables

Ostapski and Corporate Moral Responsibility and - - The implementation of a moral audit, as a corporate self-

Isaacs (1992) the Moral Audit: Challenges for appraisal activity, demonstrates a commitment to eliminate
Refuse Relief Inc. all harm caused by the corporation. This endeavor to go

beyond the letter of the law is the acceptance of corporate
moral responsibility.

James (2003) The effects of internal audit structure | - insourced-report - perceived The increases in perceived audit expertise may occur with
on perceived financial statement to senior likelihood of outsourcing, but such increases may not significantly
fraud prevention management deterrence enhance user confidence in the internal audit function

- insourced-report - perceived because users perceive outsourced teams to have less in-
to audit committee | likelihood of depth knowledge of the company than in-house internal
- outsourced-same detection audit departments.

firm - perceived

- outsourced- likelihood of

different firm reporting

Gramling et al.

(2004)

The role of the internal audit function
in corporate governance: A synthesis
of the extant internal auditing
literature and directions for future

research

The internal audit function has a unique opportunity to serve
and important role in acting as a resourced to the other
parties charged with monitoring, maintaining and enhancing

the quality of an entity’s corporate governance.
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Table 1: Summary of Key Literature Reviews on Internal Audit Transparency (Continued)

Authors Title Independent Dependent Results
Variables Variables
Gelderen, Sluis Learning Opportunities and - transitions - skill This study’s findings underline the importance of doing
and Jansen Learning Behaviors of Small - task-related development research on the influence of learning opportunities and
(2005) Business Starters: Relations characteristics - goal learning behaviors on entrepreneurial success. It indicates
with Goal Achievement, Skill - obstacles achievement that entrepreneurs can influence their entrepreneurial career
Development and Satisfaction - support - satisfaction by managing their learning behavior and by paying

- external parties

- meaning oriented
- instruction
oriented

- planned learning

- emergent learning

attention to contextual factors. The same conclusion applies

to people who are responsible for entrepreneurial education.

The research outcomes are useful starting-points for

improving entrepreneurial learning and success.

Gramling and The IIA's research on the state of the -

Hemanson (2007) | internal auditing profession

The ITA (Institute of Internal Auditors) study and its future
iterations should provide the ITA and internal auditors with
an ongoing assessment of the state of the internal auditing
profession around the world. The demand for internal
auditors will continue to grow on a global level and that the

role of internal audit will continue to evolve.

Mihret and Internal audit effectiveness: an -

Yismaw (2007) Ethiopian public sector case study

The internal audit effectiveness is strongly influenced

by internal audit quality and management support, whereas
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Table 1: Summary of Key Literature Reviews on Internal Audit Transparency (Continued)

Authors

Title

Independent

Variables

Dependent

Variables

Results

organizational setting and auditee attributes do not have a

strong impact on audit effectiveness.

Watson (2007)

Internal Audit Five Best Practices

for Oversight

In recent years, audit committees have been a focal point of
corporate governance reform globally, including their
critical oversight role of internal audit. The enhancements
in audit oversight and internal audit have been most
prominent in large, multi-national corporations, which have
far-flung operations and diverse risks. Such firms are

commonplace in the Irish economy.

Archambeault,
DeZoort and Holt
(2008)

The need for an internal auditor

report to external stakeholders to

improve governance transparency

An internal auditor report has potential to complement
existing governance disclosures, increase stakeholder
confidence in governance quality and motivate internal audit

diligence.

Aurelia et al.

(2008)

Tridimensional approaches of the

internal audit, private public and

banking system

This research explains the tridimensional approach of the
concept of internal audit and identifies the elements that
emphasize, in a tridimensional way, the internal audit. The
steps of the research take into consideration a synthesis of
the materials published by the national and international

accounting standards, by professional bodies, papers on this
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Table 1: Summary of Key Literature Reviews on Internal Audit Transparency (Continued)

Authors

Title

Independent

Variables

Dependent

Variables

Results

theme proposed for debate, as well as materials of the

economic entities.

Haat, Rahman,
and Mahenthiran
(2008)

Corporate governance, transparency

and performance of Malaysian

companies

Corporate governance factors have a strong predicting
power on company performance, mainly due to debt

monitoring and foreign ownership. However, there is a
significant negative relation between audit quality and

performance. The results find that performance is not

associated with the level of disclosure and timely reporting.

The results indicate that disclosure and timeliness are not
significant contributing factors in the relationship between

corporate governance and market performance.

Arnold (2009)

Informing the audit committee:

Information and reports provided by

internal audit

Internal auditors provide useful information to assist audit
committee members in their corporate governance roles.
Both audit committee members and internal auditors can
gain a better understanding of their capabilities and

responsibilities in corporate governance.

Mejjer (2009)

Understanding modern transparency

This article enhances the understanding of transparency by
presenting three perspectives: a pre-modern, modern and

post-modern perspective and analyzing the basic
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Table 1: Summary of Key Literature Reviews on Internal Audit Transparency (Continued)

Authors Title Independent Dependent Results
Variables Variables
assumptions of these perspectives about transparency. On
the basis of this analysis, the author argues for diversity in
systems of transparency to maximize effects on societal
trust.
Robert, Dennis Individual Swift Trust and - Disposition to - Trust belief Category-based processing of team member characteristics

and Hung (2009) | Knowledge-Based Trust in trust - Trust intention and an individual’s own disposition to trust dominated
Face-to-Face and Virtual Team - In-group bias - Perceived risk the initial formation of swift trust. Once individuals
Members - Ability accumulated sufficient information to assess a team
- Benevolence member’s trustworthiness, the effects of swift trust declined
- Integrity and knowledge-based trust formed using team members’
behaviors (perceived ability, integrity and benevolence)
became dominant. The use of information and
communication technologies increased perceived
risk of team failure, which reduced the likelihood that team
members would engage in future trusting behaviors.
Ho and Internal audit department - - The external auditor of firms in Hong Kong relies on the
Hutchinson characteristics / activities and audit internal audit function and subsequently charges a lower fee.
(2010) fees: Some evidence from Hong

Kong firms
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Table 1: Summary of Key Literature Reviews on Internal Audit Transparency (Continued)

Authors

Title

Independent

Variables

Dependent

Variables

Results

Bechervaise and

Benjamin (2011)

Visionary or criminal: From profit
through morality to socially

sustainable entrepreneurship

From pirates and warlords to accountants and corporate
raiders, successful business practice has always incorporated
a degree of volatility. At the same time, business leaders
have too frequently neglected social responsibility in their
pursuit of expanded reach, market advantage and,
ultimately, increased profit. In a climate of immediate
economic uncertainty, the need for responsible practice has
become central to recovery from an ongoing global

recession.

Burch (2011)

Building an internal audit function

Establishing or transforming an internal audit function is
time intensive, but the payoff is high. A collaborative, risk-
based internal audit function adds value to the organization
by focusing on those business risks that may prevent or deter

the company from achieving its goals.

Crumpton (2011)

The value of transparency

The development of leadership skills related to transparency

can lead to improved effectiveness as a leader.

Lopez-Gamero

(2011)

Environmental uncertainty and
environmental management

perception: A multiple case study

The environmental uncertainty is inherent in managerial
decisions in two ways: in the changes that managers identify

in the business environment; and in the changes that the
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Table 1: Summary of Key Literature Reviews on Internal Audit Transparency (Continued)

Authors Title Independent Dependent Results

Variables Variables

managers themselves produce as a result of the initiatives
they undertake in response to the business environment. The

paper finishes with some recommendations for managers.

Mitchell (2011) Transparency for governance: The - - Understanding the differences in the mechanisms by which
mechanisms and effectiveness of disclosure-based and education-based transparency policies
disclosure-based and education-based operate suggests that both scholars and practitioners should
transparency policies use caution in understanding why and predicting when, such

policies will work.

Paliszkiewicz Trust Management: Literature - - The dividends of high trust can also be quantified, enabling
(2011) Review leaders to make a compelling business case for building
trust, even making the building of trust an explicit objective.
Like any other goal, building trust should be focused on,
measured and tracked for improvement. It must be clear that
trust matters to managers and leaders, that it is the right
thing to do and the smart economic thing to do. One way to
do this is to make an initial baseline measurement of trust

and then to track improvements over time.
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Table 1: Summary of Key Literature Reviews on Internal Audit Transparency (Continued)

Authors

Title

Independent

Variables

Dependent

Variables

Results

Radu Florea and
Ramona Florea

(2011)

Audit techniques and audit evidence

The audit procedures is to offer detailed audit steps which
are to be performed during the audit fieldwork and which
will achieve the explicit audit objectives. These procedures
are to be developed by the auditor and approved by audit
management and in the case of a decision of not performing
a procedure, a comment with the reason for that decision

needs to be included in the audit procedures.

Idiab, Haron, and
Ahmad (2012)

Standards of professional practice
and professional conduct of internal

audit

The importance of this study stems from the importance of
standards of professional practice and professional conduct
of the internal auditing. It includes international standards
for the Professional Practice of Internal Auditing issued by
the Institute of Internal Audit in the United States of
America; which is regarded as the pioneer and leader
professional for internal auditors in the areas of
classification, education, research, applied evidence, and
international standards for the professional practice of

internal auditing.

Sobel and
Kapoor (2012)

Step Up to the Plate

It is time for auditors to step up to the plate and prove their

value to the organization by evolving internal audit and
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Table 1: Summary of Key Literature Reviews on Internal Audit Transparency (Continued)

Authors Title Independent Dependent Results
Variables Variables
leveraging it to support the organization, thereby enabling it
to move forward into a new era of profitability.
Nickell and Organizational legitimacy, conflict - - Organizational hypocrisy may isolate sub-groups in an
Roberts (2013) and hypocrisy: An alternative view of organization so they are better able to cope with the moral
the role of internal auditing aspects of their particular role. However, the internal
auditing profession’s focus on internal auditing as both a
compliance monitor and a strategic consultant stretch the
level of organized hypocrisy society is willing to excuse.
Schaubroeck, Developing trust with peers and - cognition-based - relational There is value to organizations in finding ways to help
Peng and Hannah | leaders: Impacts on organizational trust in peers identity organizational newcomers to develop high-quality peer and
(2013) identification and performance during | - affect-based trust | - organizational leader relationships. When insiders demonstrate
entry in peers identification benevolence and provide newcomers with valuable

- cognition-based
trust in the leader
- affect-based trust

in the leader

- role-related

performance

information and resources, rather than treating them
condescendingly as “greenhorns,” this may create bonds of
trust that facilitate more effective socialization. Effective
socialization is not only a function of particular practices
and structures as is often emphasized; it also depends on
developing attributes in leaders and peer insiders that that

make them trustworthy, just as newcomers must learn to
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Table 1: Summary of Key Literature Reviews on Internal Audit Transparency (Continued)

Authors

Title

Independent

Variables

Dependent

Variables

Results

develop personal reputations for trustworthiness with their

peers and leaders.

Sherchan, Nepal
and Paris (2013)

A Survey of Trust in Social Networks

The most significant aspect of a social network is its social
capital, which refers to the collective value associated with
the social network. Social capital can be harnessed to
cultivate trust in social networks. The trust models for social
networks should cover two aspects of trust: sociological and
computational. The sociological aspect of trust includes
emotion, behavior, attitude and experience of the members.
The computational aspect should provide a notion of

capturing and computing these sociological values.
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Internal Audit Transparency and Its Consequences

This research on internal audit transparency is the ability of firms to optimize
in the internal audit, appropriate with operational activities in an organization context,
which lacks secrecy and can reduce environmentally-harmful behaviors and increase the
quality of audit work. Financial businesses have high risk of business operations
(Ninlaphay and Ussahawanitchakit, 2012). Moreover, the risk is a permanent
companion for any transaction or process developed by the credit institutions, with
negative consequences upon them by impairing the quality of affairs, diminishing the
profit or even registration of losses leading to the alteration of the institution functioning.
Thus, the internal audit has become compulsory by law, instrument by means of which
the banking system can be monitorized and any infringement of regulations can be
immediately notified, analyzed and monitorized till their solving (Aurelia et al., 2008).
Drawing on the internal audit literature review, prior research (Boonmunewai and
Ussahawanitchakit, 2010; Sampattikorn and Ussahawanitchakit, 2012; DeBoskey and
Gillett, 2013) uses the internal audit practices to conceptualize a construct at the
organizational level.

As described earlier, internal audit transparency consists of five dimensions:
internal audit legitimacy compliance, internal audit process openness, internal audit
method trust, internal audit practice clarity and internal audit communication visibility.
Thus, to easily understand the relationships between operational environment analysis

and its consequences, the first sub-model is shown in Figure 2.

Figure 2: The Effect of Internal Audit Transparency on Internal Audit
Reliability, Internal Audit Quality and Internal Audit Usefulness

Internal Audit Transparency E;Zg EB | Internal Audit
L : H3a-c (+) Reliability
- Internal Audit Legitimacy Compliance Haa-c (+)
- Internal Audit Process Openness HSa-c (+)
- Internal Audit Method Trust - Internal Audit
- Internal Audit Practice Clarity > Quality
- Internal Audit Communication Visibility
Internal Audit
> Usefulness
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Internal Audit Legitimacy Compliance

Transparency may make actors aware of new alternatives regarding the
legitimacy of particular goals or means, or clarify the consequences for engaging in
certain behaviors (Mitchell, 2011; McDonnell, 2005). Because of the number of high-
profile corporate failures in recent years, corporate fraud has been of significant public
and regulatory interest. The penalties for fraudulent financial reporting have
significantly increased in response to society’s view of this type of behavior (Coram,
Ferguson and Moroney, 2008). Therefore, business must comply with environmental
regulations or face the threat of regulators legal action, penalties and fines (Sarkis,
Gonzalez-Torre and Adenso-Diaz, 2010; Boritz, 2005).

The stakeholders are able to rely on and trust corporate social and
environmental accounts because of the efficacy, sincerity and legitimacy of
accountability processes (Dando and Swift, 2003). Moreover, business organizations are
expected to generate high profits, meet analyst expectations, satisfy regulators and
create jobs while simultaneously protecting the interests of shareholders, creditors, the
natural environment and other affected parties (Nickell and Roberts, 2013). On the other
hand, regulators who propose the inclusion of capitalized unverifiable future cash flows
in financial reports should consider the costs generated by their proposal’s effect on
managerial behavior (Watts, 2003).

Munteanu, Zuca and Tinta (2010) strongly believe that it is necessary to
analyze the possibilities of finding optimal ways with a view to increasing the
management awareness towards the internal audit role seen as a component of the
accounting financial audit, for the benefit of the activity of the entity, including the use
of clear and coherent regulations that can be easily applied. Furthermore, the internal
audit function can now largely be regarded as serving two purposes within an
organization: 1) ensuring compliance with current laws and regulations, particularly
regarding internal controls and financial reporting and 2) consulting with management
to accomplish objectives, managing risk and strengthening corporate governance
(Nickell and Roberts, 2013). Also, Al-Laith (2012) suggests the need to control and
supervise the banks’ compliance with banking sector legislation or regulations to

improve the reliability of financial statements issued by those banks.
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The implementation of accounting standards is an incentive to both
producers and users of accounting (Benston et al., 2007). In addition, changes resulting
from the new auditing standard may influence the timing of audit procedures, the timing
of required communications and the degree and extent of involvement that internal
auditors and other company personnel may have in connection with the independent
auditor’s performance of the financial statement and internal control over financial
reporting (Daugherty, 2013).

Current regulatory standards and professional best practices indicate that
objectivity increases as the oversight of the internal audit function by the audit
committee increases, relative to management oversight (Abbott, Parker and Peters,
2012). Also, audit quality is an important area of concern for regulators because
credible financial reporting is considered to be essential for the well functioning of the
capital market (Deumes et al., 2012). Sobel and Kapoor (2012) note that stakeholders
rely on internal auditors to ensure that the risks taken are within the risk appetite and
that compliance with policies, procedures and standards is up to the mark.

If regulatory requirements are to be mandated for internal control reports, it
1s important to examine the use fullness and benefits associated with such reports to
financial statement users (O’Reilly-Allen and McMullen, 2002). Moreover, external
auditors will incorporate the pertinent regulatory guidance and assess the organizational
status of the internal audit function when making decisions on the degree of reliance on
internal audit function assistance (Abbott, Parker and Peters, 2012).

The internal auditors should ascertain the extent of compliance with laws
and regulations, which could have a significant impact on the company’s operations and
safeguarding assets (Fadzil, Haron and Jantan, 2005). In addition, internal auditors
effectively serve audit committees by being their eyes and ears and by providing
assurance regarding compliance with laws and regulations (Everett and Tremblay,
2014). Internal audit function involves a company internal audit department
independently developing a separate management structure, which aims to ensure that,
at all levels of organization, efficiency standards are met and the ethical and economic
entity that acts responsibly in its relationships with other members of the economic
environment (Botez, 2012). Regulation leads to more reliable financial statements

(Nagy, 2010).
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Internal auditors must produce real benefits for the entity through a
systematic evaluation, based on the auditing standards (Munteanua and Zahariab, 2014).
Standards establish a basis for consistently measuring the quality of internal audit
operations, unifying internal auditing throughout the world (Al-Twaijry, Brierley and
Gwilliam, 2003). Regulatory engages in image management and the promotion of audit
quality (Holma and Zamanb, 2012). The attribute standards address the attributes of
organizations and individuals performing internal audit services while the performance
standards describe the nature of internal audit services and provide quality criteria
against which performance of these services can be measured (Fadzil, Haron and Jantan,
2005). Therefore, internal auditors have benefited greatly from the legislation as
management looked to them for evaluation on the adequacy of the internal control
structure (Ziegenfuss and Singhapakdi, 1994).

However, Mitchell (2011) states that transparency can best be viewed as a
weak cause of behavioral change; it may be hijacked by the usual problems of
regulatory capture. Also, Ninlaphay and Ussahawanitchakit (2012) note that compliance
with laws and regulations have no effect on financial information reliability and internal
audit quality.

In this research, internal audit legitimacy compliance refers to the ability of
firms to utilize internal audit standards or relevant laws which lead to perform
appropriate internal audit work. In summary, this research believes that internal audit
transparency can result in higher internal audit legitimacy compliance that tends to
provide higher internal audit reliability, while adding to internal audit quality and

internal audit usefulness. Therefore, the hypotheses are posited as follows:

Hypothesis 1a: The higher internal audit legitimacy compliance is, the

more likely that firms will gain greater internal audit reliability.

Hypothesis 1b: The higher internal audit legitimacy compliance is, the

more likely that firms will gain greater internal audit quality.

Hypothesis 1c: The higher internal audit legitimacy compliance is, the

more likely that firms will gain greater internal audit usefulness.

~ Mahasarakham University



35

Internal Audit Process Openness

An internal audit process is central to an effective compliance program
(Mast, 1998). Florea and Florea (2011) note that there are broad guidelines concerning
auditor qualifications and conduct, evidence accumulation and reporting (including
auditing standards and conduct).

Internal audit functions should be carefully planned to reduce mistakes and
cut costs (Rezaee, 1996). An organization’s internal audit plan can aid in the acquisition
of a new company, the launch of new products and services, or the modification of a
business’ organizational structure to achieve operational excellence (Kapoor and
Brozzetti, 2012). If internal audit develops annual audit plans tailored to fall the
business objectives, then such plans do not fulfill the needs of management (Rickard,
1994). A poor work process causes poor work quality (Rezaee, 1996). Audit quality is a
central issue relating to the expertise of individuals involved in the audit process
(Holma and Zamanb, 2012). The needs of the internal audit personnel and the goals of
the internal audit department should also be examined to improve the quality of job
performance, which begins with the work process (Rezaee, 1996). If the internal audit
has failed to perform planning, then the reliance on quantitative performance indicators
and service standards is meaningless (Rickard, 1994).

Adequate supervision of the process of information gathering, analysis,
interpretation and documentation should be included putting an emphasis on achieving
the objectives of the audit (Idiab, Haron and Ahmad, 2012). Furthermore, auditors must
ensure that when planning and performing audit procedures, they believe that these
procedures are adequate enough in order to obtain sufficient and appropriate audit
evidence (Florea and Florea, 2011). Also, processes need to evolve continually if
internal audit is to improve efficiency and drive value for the business while cutting
costs (Sobel and Kapoor, 2012).

Internal audit should have an independent view on risks, recognizing that its
view may differ legitimately from other functions' perspectives in devising its audit plan
(Watson, 2007). Anderson et al. (2012) examine a mix of activities common to internal
audit functions, including: operational auditing, financial auditing, Information
Technology (IT) auditing, change controls, privacy and security compliance and

governance. However, the audit plan should be devised with a holistic view as to the
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nature and significance of risks facing the business, rather than focus solely on financial
reporting risks. The risk assessment should take a broad view of risks, to include, but
not be limited to: reputational, operational, financial and legal information technology
and compliance risks (Watson, 2007).

Most important, determination in an internal audit process, including targets
for auditing in the scope of work and background for the activities that will be audited,
satisty the audit objectives, detection risk of errors in financial statements, operating
effectiveness of internal controls, importance of audit issue and resources necessary for
the performance of the auditing, nature, timing, or other planned audit procedures (Elder
et al., 2013; Bota-Avram Cristina and Palfi Cristina, 2012; Idiab, Haron and Ahmad,
2012; Love and Manisero, 2011; Florea and Florea, 2011).

Openness seems to have greater utility for selecting employees who are
likely to perform well over the long term (Minbashian, Earl and Bright, 2013). In
addition, recent meta-analysis showed that entrepreneurs scored higher than managers
on openness to experience (Shane et al., 2010). Mitchell (2011) reveals that disclosures
policies can reframe, document, reinforce and strengthen social norms that would
illegitimately otherwise are environmentally-harmful behaviors. Also, information is
centered to many organizational processes, crucial for effective decision-making and is
increasingly important for competitive success (Dunk, 2004). However, design efforts
centre on process improvement must look for ways to improve processes through
automation and choose technology that supports the new processes (McDonnell, 2005).

However, Rezaee (1996) states that a poor work process causes poor work
quality, so internal audit functions should be carefully planned to reduce mistakes and
cut costs. Moreover, Sampattikorn and Ussahawanitchakit (2012) reveal that internal
audit planning comprehension awareness cannot increase the benefit of financial
information and organization value.

In this research, internal audit process openness refers to the ability of firms
to prepare and formulate audit plans for which internal auditors must identify and
document sufficient information (e.g., audit scope and objectives, risks and controls,
audit duration, resources necessary for the performance of the auditing etc.) to achieve
the objectives in audit program and audit working papers in a consistent standardized

and regulatory manner and which must be disclosed. In summary, this research believes
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that internal audit transparency can result in higher internal audit process openness that
tends to provide a higher internal audit reliability, while adding to internal audit quality

and internal audit usefulness. Therefore, the hypotheses are posited as follows:

Hypothesis 2a: The higher internal audit process openness is, the more

likely that firms will gain greater internal audit reliability.

Hypothesis 2b: The higher internal audit process openness is, the more

likely that firms will gain greater internal audit quality.

Hypothesis 2c: The higher internal audit process openness is, the more

likely that firms will gain greater internal audit usefulness.

Internal Audit Method Trust

Action is necessary to change organizational practice and realize benefits
from any internal audit program (Hyland and Beckett, 2002). Florea and Florea (2011)
reveal that most internal audit work is affected by an auditor who obtains and evaluates
evidence, using various procedures (e.g., inspection, observation, investigation,
recalculation, re-performance, etc.). Moreover, the selection of the auditing procedures
must include the choices of the auditing and the statistical sampling methods used in
advance (Idiab, Haron and Ahmad, 2012). There are specific instructions for the
accumulation of types of evidence including physical examination, documentation,
analytical procedures, inquiries of the staff, sample size and items to select (Florea and
Florea, 2011).

The 1ssue of trust and the importance of developing and maintaining trusting
relationships is another important reason why transparency can be so important
(Crumpton, 2011). Paliszkiewicz (2011) notes that trust has been a topic of research in
many disciplines for many years. Streams of research on trust can be found in the fields
of philosophy, sociology, psychology, management, marketing, ergonomics, human-
computer interaction, industrial psychology and electronic commerce. Also, trust is both
a mechanism in the production of particular outcomes in many social phenomena and an

outcome in its own right (Avgerou, 2013).
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Trust is seen to reduce individuals’ uncertainty in relationships and thus to
enhance the quality of social exchanges in ways that better enable workers to acquire
information, support and other resources (Schaubroeck, Peng and Hannah, 2013). It has
often been argued that trust is essentially important for successful cooperation and
effectiveness in organizations (Paliszkiewicz, 2011). In addition, trust developed during
negative events or activities has long - term benefits, both of increased effectiveness of
that leader in leading the organization successfully through the adversity and also the
productivity impact on the remaining organization members who now respect and trust
such leaders at higher levels (Crumpton, 2011).

Due to the business environment, staff has to be continuously trained in how
to do their job, so they can be trusted (Hawkes and Adams, 1994). Moreover, trust is
presumptively formed, using simple category-based information processing of
individual characteristics because there is insufficient knowledge of individual
behaviors (Robert, Dennis and Hung, 2009). Crumpton (2011) reveals that to maintain
the staff’s trust, leaders must be transparent in how information gathering and decisions
are made. Newcomers and insiders joining new work teams must quickly develop
cognition-based trust in their peers and leaders to perform effectively on interdependent
tasks (Schaubroeck, Peng and Hannah, 2013).

There are many definitions of trust, most of which treat trust as a state,
belief, or positive expectation (Paliszkiewicz, 2011). Robert, Dennis and Hung (2009)
note that trust develops gradually over time, based on an individual’s cognitive
assessment of the other person’s behavior. In general, trust is a measure of confidence
that an entity or entities will behave in an expected manner (Sherchan, Nepal and Paris,
2013). Also, the notion of trust is understood to refer to a relationship between two
parties: the trustor and the trustee (Avgerou, 2013).

Internal auditors are in a position of trust and must be seen to maintain
integrity and independence in their performance (Leung and Perera, 2011). In order to
gain trust, instead of just trying to convince people of a point of view, they must
maintain transparency in planning and actions in order to have leadership influence over
stakeholders or followers (Crumpton, 2011). Dalton and Spiller (2012) note that people

execute planned actions in goal-relevant situations and ultimately achieve their goals.
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The standardize audit processes and methodologies provide consistency in
work quality (Kapoor and Brozzetti, 2012). Moreover, the level of auditors’
qualifications will guarantee not only proper selection of tasks, activities, but also
detailed methods and techniques in the process of the internal audit execution
(Bielinska-Dusza, 2011). There is a positive impact on the control environment of the
quality of the internal control systems since the senior management will demonstrate a
higher climate of trust with better performance of the audit work (Fadzil, Haron and
Jantan, 2005). The purpose, subject and scope of a particular audit task will show
specific tendencies concerning the selection of methods and techniques (Bielinska-
Dusza, 2011).

However, Srichanapun and Ussahawanitchakit (2012) state that internal
audit planning has no positive effect on financial reporting reliability. Moreover,
Chopset and Ussahawanitchakit (2013) note that internal audit planning efficiency has
no influence on goal achievement.

In this research, internal audit method trust refers to the ability of firms to
prepare and formulate audit programs for which internal auditors must identify and
document sufficient information (e.g., specific objectives and instructions, sample size
and items to select, identification of audit procedures, dates, expected completion times,
manpower and places for audit etc.) to achieve the objectives in audit working papers in
a consistent, standardized and regulatory manner; and it must be seen to maintain
integrity and independence in the internal audit performance. In summary, this research
believes that internal audit transparency can result in higher internal audit method trust
that tends to provide a higher internal audit reliability, while adding to internal audit

quality and internal audit usefulness. Therefore, the hypotheses are posited as follows:

Hypothesis 3a: The higher internal audit method trust is, the more likely

that firms will gain greater internal audit reliability.

Hypothesis 3b: The higher internal audit method trust is, the more likely

that firms will gain greater internal audit quality.
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Hypothesis 3c: The higher internal audit method trust is, the more likely

that firms will gain greater internal audit usefulness.

Internal Audit Practice Clarity

Fieldwork involves performing the tasks identified in the audit programs to
collect evidence for assessment of the auditee’s current operations considering
identified audit criteria (Mihret and Yismaw, 2007). Moreover, it should be recorded in
audit working papers in a consistent and standardized manner. Buchman (1983) notes
that the internal auditors’ working papers are at least as reliable as those of independent
auditors. Also, documentation refers to the working papers prepared or obtained by the
auditors and retained by them, in connection with the performance of the audit (Florea
and Florea, 2011).

Clarity is the characteristic focus on the understandability, organization and
comprehension of the information (Jonas and Blanchet, 2000). Furthermore, it is
presented in an organized, clear and concise fashion, appropriately balancing brevity
with sufficiency. A number of theorists and researchers have suggested that role clarity
may be a condition for greater innovation (Ivancevich and Donnelly, 1974). Miles and
Petty (1975) note that role clarity are highly correlated for persons in both supervisory
and nonsupervisory roles as well as for those individuals who have a high or low need
for clarity. Also, clarity about roles in a social system helps employees to decide which
tasks can be better achieved with support, relative to tasks that can be achieved without
allocating the resource of support (Parker et al., 2013).

Clarity on the internal audit's role in operational risk and pre-
implementation control-development matters is required of an internal consultant
(Watson, 2007). In addition, the auditor should retain the working papers for a period of
time, sufficient to meet the needs of his practice and satisfy any pertinent legal or
professional requirements of records retention (Florea and Florea, 2011).

Internal auditors must produce real benefits for the entity through a
systematic evaluation, based on the auditing good practice in the field (Munteanua and
Zahariab, 2014). Proper working practices contribute to audit quality (Holma and
Zamanb, 2012). Internal auditor, being on the payroll of a company with a particular

management, could not be said to be truly independent, since impartiality relates to
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objectivity rather than independence (Vinten, 1999). The stakeholder perspective clearly
signals the challenge for internal audit to become more relevant and valuable to the
organization (Lenz and Sarens, 2012). Moreover, the management of internal audit
department, performance of audit work, audit program and audit reporting significantly
influences the internal control system (Fadzil, Haron and Jantan, 2005). However,
Pongsatitpat and Ussahawanitchakit (2013) note that audit value increase has no
relationships to financial information usefulness.

In this research, internal audit practice clarity refers to the ability of firms to
perform the task identified in the audit program for which internal auditors must
document working papers in a consistent, standardized and regulatory manner; and it
must be organized, clear and comprehensive. In summary, this research believes that
internal audit transparency can result in higher internal audit practice clarity that tends
to provide a higher internal audit reliability, while adding to internal audit quality and

internal audit usefulness. Therefore, the hypotheses are posited as follows:

Hypothesis 4a: The higher internal audit practice clarity is, the more

likely that firms will gain greater internal audit reliability.

Hypothesis 4b: The higher internal audit practice clarity is, the more

likely that firms will gain greater internal audit quality.

Hypothesis 4c: The higher internal audit practice clarity is, the more

likely that firms will gain greater internal audit usefulness.

Internal Audit Communication Visibility

Transparent communication can keep emotional uncertainly from creating
more negative actions (Crumpton, 2011). Deepen et al. (2008) reveal that
communication directly supports cooperation and indirectly, proactive improvement
through cooperation. Moreover, decisions and communications interact such that
communication gives rise to action and action gives rise to information to be

communicated (Chenhall, 2005).
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Clearly communication is provided in a report on internal control (O’Reilly-
Allen and McMullen, 2002). Also, organizations need to evaluate and improve
communication, especially under increasingly difficult economic pressures (Ruck and
Welch, 2012). Companies must maintain open lines of communication with the public
for the clarification of any issue and concerning any aspect of their operations which
create controversy (Ostapski and Isaacs, 1992).

The audit reports refer to the identified risks or issues observed during the
audit and proposed recommendations to improve business (Botez, 2012). The internal
auditors should have direct access and report regularly to the organization’s board of
directors, the audit committee, or the owner-manager (Ziegenfuss and Singhapakdi,
1994). Unlike their external counterparts, who typically report to an entity’s principals
(i.e., shareholders), internal auditors typically report to individuals more closely
associated with its agents (i.e., audit committee members) (Everett and Tremblay, 2014).
The chief audit executive should then communicate that overall judgment about the
organization’s system of controls to the senior management and the audit committee
(Fadzil, Haron and Jantan, 2005). Reports users will want to be confident about the
quality of the systems, processes and competencies that deliver the information in the
report and underpin the organization’s performance and commitments (Deepen et al.,
2008; Dando and Swift, 2003). Daugherty (2013) notes that the internal auditors should
communicate accounting policies, management estimates and uncorrected
misstatements. Also, auditors should report the effectiveness of internal control (Elder
et al., 2013). Gramling and Hemanson (2007) reveal that internal auditors can provide
objective information to directors; that is, information that is not filtered.

Audit results should be communicated to stakeholders (Mast, 1998). The
focal point of internal audit work is the regular report provided to the audit committee,
executive management, top management and boards (Sobel and Kapoor, 2012; Arnold,
2009; Dixon and Goodall, 2007). Dando and Swift (2003) point out that stakeholders
need to know that the information in a report provides a complete, accurate, relevant
and balanced representation of the organization’s performance.

The internal auditors will determine not only whether the reports can be
relied upon but also whether they are needed at all (Sawyer, 1993). If the reporting is to

a low level in the hierarchy, there will be a tendency for the findings to be biased by
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opportunistic behavior of the manager overseeing the internal audit unit (Spraakman,
1997). The chief internal auditor should have the right of reporting without editing
under his own name (Vinten, 1999). Furthermore, the internal auditors must be free
from potential influence or interference by management, so they distribute their efforts
and report their findings to either top management (often the chief financial officer) or
the audit committee (Norman, Rose and Rose, 2010). Also, the internal auditors should
form and express and opinion in the audit report uninfluenced by personal bias (Vinten,
1999). In addition, the director of the internal audit department should have direct
communication with the board of directors to ensure that the department is independent
(Al-Twaijry, Brierley and Gwilliam, 2003).

Information overload may lead to poor decision- making because
individuals stop paying close attention to details when presented with too much
information (Archambeault, DeZoort and Holt, 2008). Kroeger (1993) notes that reports
must also be short enough to be readable but long enough to be complete for each
reading population.

Internal auditors communicate valuable information in several formats
including oral communication, more formally through written audit reports,
questionnaires and flowcharts (Arnold, 2009; Bierstaker, Janvrin and Lowe, 2008).
Moreover, many chief audit executives utilize multiple communication channels to
stakeholders including presentations, web sites, e-mail and newsletters (Head, 2009;
Jonas and Blanchet, 2000; Mast, 1998).

Internal communication involves processes and volumes of information sent
and received (Ruck and Welch, 2012). In addition, the internal audit function’s visibility
conveys openness of communication to stakeholders including: timeliness of reports,
ranking of reports, reports which focus on the alignment of planned audits to corporate
strategies, reports which focus on how internal audit has adapted the annual audit plan
based on changes throughout the year, an emphasis on two-way communication and a
balance between written and oral communications, direct access to employees across
the organization unhindered by the chief executive officer or other executives and
frequent communications between the audit committee members outside of the official

committee meeting process (Daugherty, 2013; Head, 2009; Watson, 2007).
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However, a reflection of the lack of detail about the ultimate form of best
value, or the absence of any mention of a role for internal audit. Such lack of clarity is
in itself important as it indicates that internal auditors, as potential key players in
helping to monitor and ensure delivery of best value, do not have a vision of the likely
role of external audit in this important initiative (Bowerman. and Hawksworth, 1999).
A 1992 survey in the USA asks chief financial officers of Fortune 1,000 companies to
determine what they expect from an audit and whether their expectations are being met.
Respondents are consistent in stating that they expect value added from an audit and are
not receiving it (Rickard, 1994).

In this research, internal audit communication visibility refers to the ability
of firms to convey the audit outcomes which internal auditors conduct throughout the
period of fieldwork in a consistent, standardized and regulatory manner; and must not
filter nor keep emotional uncertainly from creating more positive actions. In summary,
this research believes that internal audit transparency can result in higher internal audit
communication visibility that tends to provide a higher internal audit reliability, while
adding to internal audit quality and internal audit usefulness. Therefore, the hypotheses

are posited as follows:

Hypothesis 5a: The higher internal audit communication visibility is, the

more likely that firms will gain greater internal audit reliability.

Hypothesis 5b: The higher internal audit communication visibility is, the

more likely that firms will gain greater internal audit quality.

Hypothesis 5c: The higher internal audit communication visibility is, the

more likely that firms will gain greater internal audit usefulness.

Internal Audit Transparency and Information Value

This section considers the effects of internal audit transparency on information

value as shown in Figure 3.
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Figure 3: The Effect of Internal Audit Transparency on Information Value

Internal Audit Transparency
H1d, 2d, 3d, 4d, 5d (+)

- Internal Audit Legitimacy Compliance
- Internal Audit Process Openness .| Information
- Internal Audit Method Trust g Value

- Internal Audit Practice Clarity

- Internal Audit Communication Visibility

Information Value

Information is central to many organizational processes, crucial for effective
decision-making and is increasingly important for competitive success (Dunk, 2004).
Also, the requirement for information consistency and accuracy needs to be a single,
consistent version of the truth, both for compliance purposes and for ongoing credibility
with the investor community (McDonnell, 2005). Moreover, relevant and timely
information helps staff to improve systems and to serve customers better (Hawkes and
Adams, 1994).

Stakeholders want information that is reliable, accurate and credible to on
which to base their decisions (Vasile and Croitoru, 2012; Marx and Els, 2009; Ostapski
and Pressley, 1992). However, information overload may lead to poor decision-making
because individuals stop paying close attention to details when presented with too much
information (Archambeault, DeZoort and Holt, 2008).

Information is useful for making investment, credit and similar decisions
(Jonas and Blanchet, 2000). Furthermore, line-of-business leaders are requesting
information to support planning and operational decision-making (McDonnell, 2005).
Also, information systems are used within agribusiness firms to reduce operating costs,
increase profits, enhance management’s ability to solve problems, establish a
competitive advantage and improve the decision-making process (Kagan, 2000).
Moreover, companies with high levels of agency conflict or previous occurrences of
fraud could benefit from telling users about the improved processes being implemented
(James, 2003).

An action plan identifying how value-for-money improvements can be

achieved will play a prominent role in any best value regime (Bowerman and
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Hawksworth, 1999). The internal audit should add value with every task it undertakes
and its audit plan should complement the business plan of management (Rickard, 1994).
Moreover, the internal auditors’ working papers and reports are considered confidential
and proprietary information (Ziegenfuss and Singhapakdi, 1994). Senior management
and the audit committee normally expect that the chief audit executive will perform
sufficient audit work and gather other available information during the year so as to
form a judgment about the adequacy and effectiveness of the control processes (Fadzil,
Haron and Jantan, 2005). As a result, the information from multiple audits can be
aggregated and easily plotted on maps or graphs to track audit trends (Kapoor and
Brozzetti, 2012).

The internal auditors should examine information systems and determine
whether financial and operating records and reports contain accurate, reliable, timely,
complete and useful information and controls over record keeping and reporting are
adequate and effective (Fadzil, Haron and Jantan, 2005). So, the auditors enhance the
value of the financial information by lending credibility to the financial statements of
corporate enterprises (Okike, 2004). Moreover, the parties interested in the
developments of the activities performed by an entity (shareholders, investors,
employees, public institutions, etc.) require information on how management decisions
determine the results of the entity and are interested to hold insurances concerning the
quality of the management process (Munteanua and Zahariab, 2014). Also, the internal
audit provides managers with useful information for cost economizing (Spraakman,
1997).

The internal audit is much easier than quantifying the benefits, especially
when some benefits include the value of preventing bad things from happening
(Gramling and Hemanson, 2007). Furthermore, information value is disclosed fairly and
inappropriate amounts (Florea and Florea, 2011). The internal audit adds value through
improving the control and monitoring environment within organizations to detect and
self-report fraud (Mugqattash, 2011). Other aspects that auditors need to consider are
relevance and reliability of the information to be used as audit evidence (Florea and
Florea, 2011).

A reflection of the lack of detail about the ultimate form of best value, or the

absence of any mention of a role for internal audit. Such lack of clarity is in itself
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important as it indicates that internal auditors, as potential key players in helping to
monitor and ensure delivery of best value, did not have a vision of the likely role of
external audit in this important initiative (Bowerman. and Hawksworth, 1999). A 1992
survey in the USA asked chief financial officers of Fortune 1000 companies to
determine what they expected from an audit and whether their expectations were being
met. Respondents were consistent in stating that they expected value added from and
audit and were not receiving it (Rickard, 1994).

The internal audit function within the economic entity is essential because it
helps the company in achieving its objectives and adds value and transparency, assisting
at the same time, the manager, to enable it to better manages their activities (Botez,
2012). The transparency of all financial-accounting information plays an important role
in the efficient administration of entities, leading ultimately to the increase of their
market value (Mihdilescu and Ducu, 2011). Internal auditors must collaborate with
management and the board of directors to ensure that an organization’s goals align with
its purpose and values (Kapoor and Brozzetti, 2012). Moreover, the internal audit will
provide value to improve business-unit performance (Anderson and Svare, 2013).

In order to add value to an organization, internal auditors need to share
information and intelligence with the right people at the right time is absolutely critical
in decision making (Kapoor and Brozzetti, 2012). The value of internal audit is advising
management on effective ways to minimize and manage risk (Vinten, 1999). The
internal auditors provide managers with the bases for judgment and action, helping
managers by reporting weaknesses in control and performance and in recommending
improvements, providing counsel to managers and boards of directors on the solutions
of business problems and supplying information that is timely, reliable and useful to all
levels of management (Fadzil, Haron and Jantan, 2005).

The information is a valuable data processing that provides a basis for
making decisions (Sori, 2009). The internal audit can do and assist in providing useful
information for strategic decision making (Rickard, 1994). Furthermore, the internal
auditors have wider and more diverse objectives than external auditors, which give
internal auditors more flexibility in terms of internal audit areas that need to be audited
according to the needs of decision and specific reporting needs (Otetea, Tita and

Aristotel, 2013). However, the decisions do not generally have a right and wrong
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answer, rather, there is uncertainty involved, which precludes the decision-maker from
drawing on existing knowledge to quickly and confidently solve the problem
(O'Donnell and David, 2000).

Internal audit information value drives benefits for many stakeholders,
including management, audit committees and firms (Sobel and Kapoor, 2012; Baker,
2011; Arnold, 2009). Ho and Hutchinson (2010) provide preliminary support for the
notion that internal audit function assists in reducing external audit effort and fees. In
addition, internal audit provides periodic feedback concerning the effectiveness of those
activities along with suggestions for improvement (Steinbart et al., 2012). However,
Laonamtha and Ussahawanitchakit (2012) reveal that accounting information quality
has no effect on decision making success.

In this research, information value refers to the utility of information which
all users can use for correctly and timely decision-making.  In summary, this research
believes that internal audit transparency tends to provide higher information value.

Therefore, the hypotheses are posited as follows:

Hypothesis 1d: The higher internal audit legitimacy compliance is, the

more likely that firms will gain greater information value.

Hypothesis 2d: The higher internal audit process openness is, the more

likely that firms will gain greater information value.

Hypothesis 3d: The higher internal audit method trust is, the more likely

that firms will gain greater information value.

Hypothesis 4d: The higher internal audit practice clarity is, the more

likely that firms will gain greater information value.

Hypothesis 5d: The higher internal audit communication visibility is, the

more likely that firms will gain greater information value.
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Internal Audit Transparency and Best Decision-Making

This section considers the effects of internal audit transparency on best

decision-making as shown in Figure 4.

Figure 4: The Effect of Internal Audit Transparency on Best Decision - Making

Internal Audit Transparency Hle, 2¢, 3e, 4e, 5e (+)

- Internal Audit Legitimacy Compliance Best Decision-
- Internal Audit Process Openness Making

- Internal Audit Method Trust

- Internal Audit Practice Clarity

- Internal Audit Communication Visibility

A\ 4

Best Decision-Making

Decision-making should have more data to be captured and entered (Poston
and Grabski, 2000). In addition, internal stakeholders (e.g., management, shareholders,
employees, etc.) and external stakeholders (e.g., investors, creditors, analysts, customers,
suppliers, etc.) should have access to detailed internal audit information (Archambeault,
DeZoort and Holt, 2008; Hill and Booker, 2007).

Stakeholders and boards of directors are increasingly relying on internal
auditors to provide enterprise wide risk intelligence and insights that can be leveraged to
proactively mitigate risks, assure regulatory compliance, and, ultimately, protect
stakeholders and customers. Internal auditors have become a major presence in the
boardroom (Sobel and Kapoor, 2012). Moreover, there are many key persons to assist
the boards of directors, including the chief executive officer, chief financial officer,
chief operating officer, president, chief ethics officer, chief compliance officer,
corporate legal counsel, chief risk officer and business unit leaders. (Burch, 2011).

Internal auditing is an independent professional service, to serve not just
management but the whole organization (Cortesi, Tettamanzi and Corno, 2009). Also,
an internal audit function can provide value in that the assessment can serve as a signal

of quality to the potential users of internal audit services such as: external auditors, audit
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committee members and other functions within the organization (Gramling and
Hemanson, 2007; Venter and Bruyn, 2002; Buchman, 1983).

The internal auditing helps to ensure that business decisions and
management operations remain consistent with an organization’s mission, strategies and
goals (Kapoor and Brozzetti, 2012). Furthermore, the internal auditors are keen to
provide useful information to management for planning and decision making purposes
(Rickard, 1994). The internal auditors can help managers in decision making by
pointing up problems in meeting goals (Sawyer, 1993). The internal audit will focus
more on providing advice on best practices and corporate governance structures
(Mihailescu and Ducu, 2011). Also, the internal auditors should report directly to the
Board of Directors of the company or Audit Committee (Botez, 2012). The presenting
accounting information effect on decision making (O'Donnell and David, 2000).

Ninlaphay and Ussahawanitchakit (2012) reveal that decision-making
capability refers to the success of choice between many alternative ways to help a
company achieve its objectives or goal set, which decision-making capability involves
intelligence, design alternatives and choices between these alternatives. In this research,
best decision-making refers to the best choice between many alternative ways to help a
company achieve its objectives or goal set in a correct and timely manner. In summary,
this research believes that internal audit transparency tends to provide a higher best

decision-making. Therefore, the hypotheses are posited as follows:

Hypothesis 1e: The higher internal audit legitimacy compliance is, the

more likely that firms will gain greater best decision-making.

Hypothesis 2e: The higher internal audit process openness is, the more

likely that firms will gain greater best decision-making.

Hypothesis 3e: The higher internal audit method trust is, the more likely

that firms will gain greater best decision-making.

Hypothesis 4e: The higher internal audit practice clarity is, the more

likely that firms will gain greater best decision-making.
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Hypothesis 5e: The higher internal audit communication visibility is, the

more likely that firms will gain greater best decision-making.

Internal Audit Transparency and Firm Goal Achievement

This section considers the effects of internal audit transparency on firm goal

achievement as shown in Figure 5.

Figure 5: The Effect of Internal Audit Transparency on Firm Goal

Achievement
Internal Audit Transparency H1f, 2f, 3f, 4f, 5f (+)
- Internal Audit Legitimacy Compliance Firm Goal

\ 4

- Internal Audit Process Openness

- Internal Audit Method Trust

- Internal Audit Practice Clarity

- Internal Audit Communication Visibility

Achievement

Firm Goal Achievement

Auditing not only identifies quality processes in organizations; it locates
problems, needs and delivers information to develop action plans for better results
(Sisaye, 1999). Moreover, the internal audit has its contributes or to the achievement of
this goal (Aurelia et al., 2008).

Chrisman et al. (2013) observe that the meta-themes—the unique goals,
governance and resources of family firms—are not only primary sources of
heterogeneity but key determinants of outcomes such as the continuation of family
involvement, firm survival and renewal and financial performance. Moreover,
cooperation and proactive improvement combine to influence goal achievement
(Deepen et al., 2008). Also, the effect of having an organizational vision for company
performance increases profit ratios on a consistent level (Altiok, 2011).

Now is an exciting time to be an internal auditor. No longer is the role
limited to financial reporting oversight. It is time for auditors to step up to the plate and
prove their value to the organization by evolving internal audit and leveraging it to

support the organization, thereby enabling it to move forward into a new era of
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profitability (Sobel and Kapoor, 2012). Internal audit departments engage in a wider
review of the economy, efficiency and effectiveness of the organization’s activities and
their effect on organizational performance (Al-Twaijry, Brierley and Gwilliam, 2003).

Internal audit can achieve the objectives of the organization if the system of
internal control is well organized, formalized and made up of professional standards and
rules (Munteanua and Zahariab, 2014). The successful company will be proactive in
anticipating the direction of legislation so as to avoid the cost of unplanned set-up
(Vinten, 1998). The internal auditors review operations or programs to ascertain
whether results are consistent with established objectives and goals and whether the
operations or programs are being carried out as planned (Fadzil, Haron and Jantan,
2005). Also, the internal audit through the carried out activities adds value both by
evaluating the internal control system and risk analysis associated with auditable
activities and the recommendations recorded in the reports prepared and submitted for
the purpose of achieving the objectives of the organization (Munteanua and Zahariab,
2014). Moreover, the motivation for internal auditors to report deficiencies is internal
auditors view themselves as adding value to their organizations (Schneider, 2009). The
reasonable and meaningful findings and recommendations contained in the audit
report are symbols of their contribution, which result in improvements to the
organization as a whole (Fadzil, Haron and Jantan, 2005).

There are several aspects that will significantly mark internal audit and the
organizations that will take account of these issues will have an internal audit service
that will truly bring them added value (Mihdilescu and Ducu, 2011). The internal
auditors are responsible for testing internal controls and must closely monitor
opportunity risks to prevent control failures that could be attributed to poor performance
by internal audit (Norman, Rose and Rose, 2010). The internal audit, an independent
objective assurance and business advisory, intended to add value and lead to business
improvement organization (Botez, 2012). The importance of internal audit in the current
economic environment has become increasingly large. Public Internal Audit has the
chance not only to prevent future catastrophes like this, but to make the entities to
operate more efficiently (Otetea, Tita and Aristotel, 2013). In addition, the internal

auditing has undergone dramatic changes that have expanded its scope in a way
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that allows it to make greater contributions to the organization it serves (Fadzil, Haron
and Jantan, 2005).

An internal audit is a key area which provides the positive performance
outcomes (Rickard, 1994). In addition to financial auditing and compliance auditing,
much of internal audit work involves operational auditing where the focus is on the
effectiveness and efficiency of the organization’s operating activities (Schneider, 2009).
Internal auditors also help run a company more efficiently and effectively to increase
shareholders’ value (Fadzil, Haron and Jantan, 2005). Also, the bank internal audit is
the main goal to contribute to the banking objectives in order to improve their activity
(Mihailescu and Ducu, 2011).

The ultimate goal, the creation of wealth, remains the same, but the small-
business owners are followers of the principle of satisfying behavior, rather than the
maximization principle of the homo - economics approach (Fassin, Rossem and Buelens,
2011). Furthermore, performance is a pattern of actions taken to achieve goals that are
measured on the basis of a comparison with different standards (Octavia, 2013).
Sampattikorn and Ussahawanitchakit (2012) reveal that goal achievement sustainability
refers to the operational outcome that shows performance of a firm, both financial and
non-financial, that arises from an ability of the firm to plan and operate for continuously
achieving goals over the long term. However, Chopset and Ussahawanitchakit (2013)
note that financial report quality has no influence on goal achievement.

In this research, firm goal achievement refers to the operational outcome
that shows performance of firms, both financial and non-financial, that arises from an
ability of firms which are properly operated to achieve their goals. In summary, this
research believes that internal audit transparency tends to provide a higher firm goal

achievement. Therefore, the hypotheses are posited as follows:

Hypothesis 1f: The higher internal audit legitimacy compliance is, the

more likely that firms will gain greater firm goal achievement.

Hypothesis 2f: The higher internal audit process openness is, the more

likely that firms will gain greater firm goal achievement.
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Hypothesis 3f: The higher internal audit method trust is, the more likely

that firms will gain greater firm goal achievement.

Hypothesis 4f: The higher internal audit practice clarity is, the more

likely that firms will gain greater firm goal achievement.

Hypothesis 5f: The higher internal audit communication visibility is, the

Consequences of Internal Audit Transparency

more likely that firms will gain greater firm goal achievement.

A simplified view of those relationships between internal audit reliability,

and firm goal achievement is as shown in Figure 6.

internal audit quality, internal audit usefulness, information value, best decision-making

Figure 6: The Relationships among Internal Audit Reliability, Internal Audit

Quality, Internal Audit Usefulness, Information Value, Best

Decision-Making and Firm Goal Achievement

Firm Goal
Achievement

Internal Audit | H7a-b(+)
Reliability
| Information H9b (+)
TH6a +) " Value
Internal Audit | Hoqd () H% (+) >
Quality Y
Best Decision-
"H6b ) Making HIO0 (+)
Internal Audit
Usefulness H8a-b (+)

Internal Audit Reliability

Reliability is the ability to perform the promised service dependably and
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extent to which the information is unbiased, free from error and faithfully represented
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(Maines and Wahlen, 2006). Moreover, reliability appropriates for management to
operate the entity and to exercise financial and reporting responsibilities (Boritz, 2005).
Also, reliability is an essential characteristic for accounting information to be useful for
decision-making (Maines and Wahlen, 2006).

For information to be useful to users, it must be reliable (Jonas and Blanchet,
2000). In addition, users must have confidence that a company’s financial reporting is
reliable for that company to have access to capital markets at a low cost of capital
(James, 2003). Al-Laith (2012) suggests that the need to control and supervise the
banks’ compliance with banking sector legislation or regulation improves the reliability
of financial statements issued by those banks. Also, the more objective and competent
the internal audit function is perceived, the more an external auditor can rely on its work
(Arel, 2010).

The corporate scandals which provoked world-wide concern with corporate
governance, focused new attention on internal audit, as one of the mechanisms designed
to secure accountability (Arena, 2013). The theory of motivation-based reasoning
indicates that judgment can be both intentionally and unintentionally biased when a
decision maker is motivated to achieve a decision outcome that provides personal
benefits or protection from personal harm, so internal auditors are susceptible to biased
judgment in the face of conflicting incentives (Norman, Rose and Rose, 2010).
Therefore, the greater level of trust and reliance the external can place on the internal
and the further the authority will move towards a self-regulated model of monitoring
(Bowerman and Hawksworth, 1999). Also, the freedom from bias is a function of the
organizational status of the internal auditors (Ziegenfuss and Singhapakdi, 1994). The
internal audit department must be granted the license to carry out its responsibilities
freely and objectively and also their judgments reached must be unbiased (Fadzil, Haron
and Jantan, 2005).

Modern internal auditors provide the reliable and trustworthy data to
assisting managers (Sawyer, 1993). If internal audit is to be valuable and effective, then
it must have sufficient status and independence to ensure that its views and
recommendations are given proper consideration (Vinten, 1999). Furthermore, the
internal audit’s recommendations reliance by the external auditors on the internal audits

activity (Schneider, 2009). The external auditor is expected to place the maximum
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possible reliance on internal audit (Bowerman and Hawksworth, 1999). Also, the
internal auditors will be perceived as the most able persons to provide valuable advice
to the board of managers and to executive management. Internal auditors become part
of the company’s management and they are forced to act as business partners and not be
perceived as those that are guilty or deal only with the identification of mistakes
(Mihailescu and Ducu, 2011). Boards of directors need internal auditors to carry out
their responsibilities, desperately reach out for reliable information (Sawyer, 1993).

The internal auditors should have full rights of access to records, assets and
personnel and should receive such information and explanations as they consider
necessary for the performance of their duties (Vinten, 1999). Moreover, the internal
audit function provides the expanded accountability requirements of stakeholders, like
the board and management (Christopher, Sarens and Leung, 2009). Statements on
reliability deal with issues related to the extent of assurance provided by an audit, the
accounting policies used in the financial statements, the extent of assurance provided by
the auditor that the audited financial statements give a true and fair view, the audited
report’s effectiveness in communicating the extent of the audit work performed and
fraud within the audited entity (Pourheydari and Abousaiedi, 2011).

The internal auditor has the authority to investigate the company's
operations at all levels while being independent of management, whose role is primarily
to promote business efficiency (Botez, 2012). Also, the internal auditors should present
information and discoveries in a way that allows decision makers to make good choices
(Kapoor and Brozzetti, 2012). Stakeholders rely on the internal auditors’ work; the
improvement of the coordination of internal audit with the external audit will lead to an
increase in internal audit trend (Mihdilescu and Ducu, 2011).

The internal auditors can serve their true purpose of making management
more effective, more responsive to events and more accountable (Sawyer, 1993).
However, the authority of a chief executive officer or audit committee member might
cause internal auditors to devote more audit effort to a potential problem area than
would result from a self-assessment pertains to the reliability of the information
(Schneider, 2009). On the other hand, Gramling et al. (2004) argue that when the audit
procedure reliability is low, the work performance is not contingent on the level of

internal audit function competence or objectivity.
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In this research, internal audit reliability refers to the ability of firms to
perform the internal audit service independently, clearly and completely by achieving
information without error or bias. In summary, this research believes that internal audit
reliability tends to provide a higher information value and best decision-making. Also,
the more objective and competent the internal audit function is perceived, the more an
external auditor can rely on its work. For information to be useful to users, it must be
reliable.

Internal Audit Quality

The audit has no value without public trust in the quality of the audit
(Deumes et al., 2012). Dixon and Goodall (2007) note that poor internal quality control
leads to inefficiencies and a loss of confidence in conclusions and recommendations.

Audit quality is a function of the level of staff expertise, the scope of
services provided and the extent to which audits are properly planned, executed and
communicated (Mihret and Yismaw, 2007). Also, reliability is identified as a dimension
of internal service quality (Gunawardane, 2011). The internal audit quality
characteristics consist of competence (e.g., educational level, certification, etc.),
objectivity (e.g., reporting relationship, partly responsible for internal audit employment
decisions, etc.) and quality of work performance (e.g., adequacy of audit programs,
scope of work performed, etc.) (Gramling and Vandervelde, 2006). Moreover, internal
audit quality, which provides useful findings and recommendations, is central to audit
effectiveness (Mihret and Yismaw, 2007).

Much of the internal audit quality literature studies the internal auditors’
judgments and decisions (Gramling et al., 2004). Ho and Hutchinson (2010) develop a
survey questionnaire and use a portion of the internal audit staff having professional
accounting/auditing qualifications to measure internal audit staff qualifications.
Anderson et al. (2012) develop a web-based survey instrument to test a conceptual
model articulating factors associated with internal audit function size.

The internal auditors’ responsibilities have expanded significantly to quality
audits (Kapoor and Brozzetti, 2012). Therefore, the internal auditors change their role in
focus involves a move away from financial auditing and internal control compliance
checks to a primary focus on quality systems reviews (Hawkes and Adams, 1995). To

increase the quality of the results of internal audit one should pay an increased attention
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to assess the nature, extension, quality of control processes and procedures (Mihailescu
and Ducu, 2011). The specifies certain procedures which should be applied on all audits
for effective and efficient quality control include instructions concerning the form and
content of working papers, the construction and use of audit programmers, covering
statutory disclosure requirements (Ratliff, Jenson and Flagg, 1993). Also, the internal
audit effectiveness is strongly influenced by the internal audit quality (Arena, 2013).The
performance of audit work of the internal auditing practices positively influences the
information and communication aspect of the quality of the internal control system
(Fadzil, Haron and Jantan, 2005). When properly designed, internal audit activities can
significantly improve the business as a whole (Kapoor and Brozzetti, 2012).

An improved quality of the internal audit function is essential to the success
of internal auditors (Rezaee, 1996). Since, the stakeholder’s expectations become higher,
which will mean significantly greater efforts for auditors (Otetea, Tita and Aristotel,
2013). The internal auditors deploy resources so that the most relevant and significant
risks are addressed for consistency in work quality (Kapoor and Brozzetti, 2012).
Furthermore, the role of internal audit existence is justified by the added value that is
obtained by reducing or even eliminating risks within the entities (Otetea, Tita and
Aristotel, 2013).

Internal auditors provide alerts and warnings for risks that require attention
and track corrective actions (Kapoor and Brozzetti, 2012). A greater the internal audit
function quality signifies a reduction in control risk, which prompts the external auditor
to reduce the audit effort (Wan-Hussin and Bamahros, 2013). The internal auditors
should report to an officer of the organization of sufficient status to ensure broad audit
coverage and adequate consideration of and action on, their findings and
recommendations (Ziegenfuss and Singhapakdi, 1994).

The audit structures are independent. Therefore, internal auditors should be
reported to a higher authority level, as top management (Otetea, Tita and Aristotel,
2013). The drivers of audit quality include the reliability and usefulness of audit
reporting (Holma and Zamanb, 2012). The level of auditors’ qualifications will
contribute to ensuring the personal credibility of an auditor in a company (Bielinska-
Dusza, 2011). The administrative level to which the head of the internal auditing

department reports and the level of the organizational independence of the internal
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auditing staff are the main important factors that affect the judgments made by external
auditors (Sawalgal and Qtish, 2012). The executive management and the audit
committee will be eligible for assistance and recommendations to strengthen its internal
audit from the internal audit (Mihdilescu and Ducu, 2011). A broader range of internal
audit inquires can result in the availability of high quality services and reported to
management with qualitative information (Rickard, 1994). However, Mihret and
Yismaw (2007) note that audit findings would not serve much purpose unless
management is committed to implement audit quality.

Ninlaphay and Ussahawanitchakit (2012) reveal that internal audit quality
refers to the operational efficiency of internal audit by achieving the objectives and
goals of internal audit to add value and improve an organization’s operations. In this
research, internal audit quality refers to the ability of firms to efficiently perform the
internal audit which is properly executed and communicated by achieving the objectives
and goals of internal audit to add value and improve an organization’s operations. In
summary, if firms have higher internal audit quality, it results in tending to provide the
higher internal audit reliability and internal audit usefulness.

Internal Audit Usefulness

Information is useful for making decisions in investment, credit and for
other similar decisions (Jonas and Blanchet, 2000). Furthermore, internal auditing is an
independent professional service, to serve not just management, but the whole
organization (Cortesi, Tettamanzi and Corno, 2009). Also, an internal audit function can
provide value in that the assessment can serve as a signal of quality to the potential
users of internal audit services such as: external auditors, audit committee members and
other functions within the organization (Gramling and Hemanson, 2007; Venter and
Bruyn, 2002; Buchman, 1983).

Informed by the Public Companies Accounting Oversight Board or PCOB
(2007), Arel (2010), Gramling and Vandervelde (2006) and Agbejule and Jokipii
(2009 ) note that the strategy is thought to explicitly encourages external auditors to rely
on the work of internal auditors, especially in areas of low risk, to increase the
efficiency and effectiveness of an integrated audit. Internal auditors are taking a position
as part of the overall organization team participating with management in decision-

making and problem solving functions (Rezaee, 1996). The internal auditor is able to
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identify areas within organizations which are inefficient, costly, ineffective or
dysfunctional and thus facilitate management action (Hassall, Dunlop and Lewis, 1996).
Moreover, the internal auditors can efficiently organize audit data to support their
recommendations and enable audit progress for timely execution (Kapoor and Brozzetti,
2012). Auditors can add value to the company through reducing shareholder apathy and
preventing and discovering fraud (Vinten, 1999). An internal audit plays a vital role in
the entities functioning by contributing to economic credibility (Otetea, Tita and
Aristotel, 2013). The three statements on usefulness pertain to the use of audited
financial statements in decision making, performance monitoring and assessing whether
the entity is well managed (Pourheydari and Abousaiedi, 2011).

The internal auditors are now providing management with a far broader
range of information concerning the organization’s financial, operational and
compliance activities (Rezaee, 1996). Also, the internal auditors audit to ensure the
unbiased judgments essential to its proper conduct and impartial advice to management
(Vinten, 1999). An internal audit can vie with management for the implementation of
business plans, so it is a valuable and unique, untapped source of sound advice (Rickard,
1994). Best value would therefore appear to have the potential to affect internal auditors
in two ways. It may necessitate more cooperation with external auditors and inspectors
as best value takes off and second, internal auditors are clear contenders to take the lead
in developing their authority's capacity for self-assessment (Bowerman and
Hawksworth, 1999). An internal audit finding, high in usefulness, is one for which a
decision maker believes in the existence of a positive use-performance relationship
(Spraakman, 1997).

It 1s not enough for the credit institutions and companies in general, to
declare that they organized the internal audit activity, as stakeholders will seek
confirmation that the internal audit is conducted on a truly professional framework
regarding the role of consultant, insurance advisor and provider (Mihdilescu and Ducu,
2011). The internal auditors have in gathering insightful and important information
which they can examine all operations and systems and pursue formal and informal
ways to gather crucial information on the organization and its activities (Spraakman,
1997). In order to maximize the usefulness and contribution of internal auditors, top and

senior managers, internal audit can develop creative new ways for evaluating
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performance in the organization (Rickard, 1994). The internal audit function is in an
excellent position to bring sanity to the financial markets and reports (Muqattash, 2011).

The internal audit department could play in preventing fraudulent financial
reporting (Ziegenfuss and Singhapakdi, 1994). Since the internal audit ethical action, no
one is hurt (thus, there is no fraud) (Dittenhofer and Sennetti, 1995). In many
organizations, internal auditors are accountable to both the chief executive officer and
the audit committee (Schneider, 2009). The internal audit helps the organization to
know the key risks it must face and to ensure that there are existing mechanisms to
manage those risks when they occur (Mihailescu and Ducu, 2011). The internal audit
function helps the company in achieving its objectives and adds value and transparency,
assisting at the same time, the manager, to enable it to better manages their activities
(Botez, 2012). Norman, Rose and Rose (2010) examine the effects of internal audit
reporting lines on fraud risk assessments made by internal auditors when the level of
fraud risk varies. The findings indicate that the greater perceived threats associated with
reporting high levels of fraud risk to the audit committee lead internal auditors to reduce
assessed levels of fraud risk when reporting to the audit committee relative to reporting
to management.

The management and the auditors should recognize the internal audit
function as a value-adding function to the organization (Al-Twaijry, Brierley and
Gwilliam, 2003). Furthermore, the internal auditors improve the manager’s ability and
help the organization (Sawyer, 1993). The internal auditors will be better placed to
assist operatives and managers to find collectively the source of a problem and develop
a solution which addresses the cause of the problem, rather than just suppressing the
symptoms (Hawkes and Adams, 1995). The internal audit function helps management
establish stronger controls over financial reporting. With reduced incidence of control
deficiencies, external auditors are more likely to reduce evidence gathering, which
permits speedier completion of the audit work (Wan-Hussin and Bamahros, 2013).
Moreover, the internal auditors assist management in ensuring that operations are
conducted in a responsible manner and provide feedback on who is not doing job
(Rickard, 1994). The internal audit became an efficient management tool, aiming at
improvement of the institution under the conditions of turbulent and unpredictable

environment (Bielinska-Dusza, 2011). Therefore, the internal auditors can offer new
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services to management at all levels and for divisions within the organization (Rezaee,
1996).

In this research, internal audit usefulness refers to the ability of firms to
perform internal audit operational information which all users can use for correct and
timely decision-making. In summary, this research believes that internal audit reliability,
internal audit quality and internal audit usefulness tend to provide a higher information
value and best decision-making. Stakeholders and boards of directors increasingly are
relying on internal auditors to provide enterprise wide - risk intelligence and insights
that can be leveraged to proactively mitigate risks, assure regulatory compliance, and,
ultimately, protect stakeholders and customers. In addition, this leads to added
organizational value and creates more advantage. As a result, the firm can achieve its

goals. Therefore, the hypotheses are posited as follows:

Hypothesis 6a: The higher internal audit quality is, the more likely that

firms will gain greater internal audit reliability.

Hypothesis 6b: The higher internal audit quality is, the more likely that

firms will gain greater internal audit usefulness.

Hypothesis 6¢c: The higher internal audit quality is, the more likely that

firms will gain greater information value.

Hypothesis 6d: The higher internal audit quality is, the more likely that

firms will gain greater best decision-making.

Hypothesis 7a: The higher internal audit reliability is, the more likely that

firms will gain greater information value.

Hypothesis 7b: The higher internal audit reliability is, the more likely that

firms will gain greater best decision-making.
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Hypothesis 8a: The higher internal audit usefulness is, the more likely

that firms will gain greater information value.

Hypothesis 8b: The higher internal audit usefulness is, the more likely

that firms will gain greater best decision-making.

Hypothesis 9a: The higher information value is, the more likely that

firms will gain greater best decision-making.

Hypothesis 9b: The higher information value is, the more likely that

firms will gain greater firm goal achievement.

Hypothesis 10: The higher best decision-making is, the more likely that

firms will gain greater firm goal achievement.

The Antecedents Effect of Internal Audit Transparency

A simplified view of those relationships between internal audit transparency
and its antecedents, including governance awareness, internal audit professional,
internal audit ethics, regulation force and environment uncertainty is as shown in

Figure 7.
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Figure 7: The Effect of Governance Awareness, Internal Audit Professional,
Internal Audit Ethics, Regulation Force and Environment

Uncertainty on Internal Audit Transparency

Governance
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H13 a-e (4) Internal Audit Transparency
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It has been shown that most corporate failures, including Enron and
Worldcom, can be caused by the lack of good corporate governance (Haat, Rahman and
Mahenthiran, 2008). The idea that democratic governments should be open, accessible
and transparent to the governed is receiving renewed emphasis through the combination
of government reform efforts (Dawes, 2010). Moreover, corporate governance
comprises the procedures and activities employed by the representatives of an
organization’s stakeholders to provide oversight of risk and control processes
administered by management (Gramling et al., 2004).

Corporate governance refers to the distribution of rights and obligations
between different categories of participants in the company activity, namely: the board
of managers, the executives, the shareholders and other stakeholders, noting how
decisions are made, strategies and strategic objectives are established, means are met, as
well as the financial monitoring system (Mihailescu and Ducu, 2011). Also, the

corporate governance defines the whole concept of corporate governance principles,
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rules and regulations which provide for administration and management by managers of
enterprises, in the interests of current and potential investors in those entities (Botez,
2012).

The goal of corporate communication is to tell the truth under all
circumstances (Ostapski and Isaacs, 1992). Corporate governance has recently been the
subject of significant measures to try to restore confidence among investors by
encouraging information and communication transparency (Cortesi, Tettamanzi and
Corno, 2009). However, Haat, Rahman and Mahenthiran (2008) point out that corporate
governance mechanisms do not lead to greater corporate transparency. There is also no
evidence that transparency contributes to better firm performance.

Good governance mechanisms include systems which ensure integrity of
information flow, adequacy of risk assessment and management processes,
organizational communication and approval, effective deployment of resources,
management of financial reporting procedures, timeliness of reporting and compliance
with relevant legislation and standards (Leung and Perera, 2011). With the
implementation of good governance, the public and stakeholders will assess whether
incentives or penalties. Incentives are in the form of trust while penalties are form
damage there are to the company image or reputation for the quality of the
implementation of Good Governance (Octavia, 2013).

Internal auditors are in the best position to add value, prevent problems and
contribute to effective governance (Susmanschi, 2012; Coram, Ferguson and Moroney,
2008; Gramling and Hemanson, 2007; Watson, 2007). The evolution of internal
auditing in the last period is a very dynamic one, while the potential roles of the internal
audit function should be more involved in corporate governance (Bota-Avram Cristina
and Palfi Cristina, 2012; Gramling et al., 2004; Verschoor, 2002). The internal audit
function plays an increasingly important role in the financial reporting process and
corporate governance landscape (Wan-Hussin and Bamahros, 2013). Moreover, the
internal audit function could be viewed as a first line defense against inadequate
corporate governance and financial reporting (Muqattash, 2011). The role of internal
audit regards as a core principle of good corporate governance (Lenz and Sarens, 2012).
The internal audit has enjoyed a high profile because of its prominence under corporate

governance (Bowerman and Hawksworth, 1999).
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Traditionally, internal auditors carried out an independent assessment of the
level of compliance with the internal control procedures, accounting practices and
systems within the bank. Still, the latest trends in the internal audit activity describe its
role as being one to provide assurance regarding risk management processes, control
systems and not least the bank’s corporate governance (Mihdilescu and Ducu, 2011).
Today, internal auditors are not only asked to assess financial controls, but also to
enhance governance within an organization (Kapoor and Brozzetti, 2012). The internal
auditors have increased their focus on governance processes (Anderson and Svare,
2013). The effective corporate governance attributes are: relevant and reliable public
reporting, to avoid the excessive concentration of power on top of the organization, a
strong and independent board of managers and the existence of effective risk control
and assessment systems, strong internal and external audit processes (Mihdilescu and
Ducu, 2011).

There has been an increasing awareness of the role within organizations of
systems of corporate governance, a fact which inevitably has an impact on the internal
audit (Hassall, Dunlop and Lewis, 1996). The role of the financial audit is central to the
functioning of the capital markets and for corporate governance more generally
(Carrington, 2010). O'Regan (2001) notes that corporate governance has contributed to
a high profile for internal audit. The increased importance of the internal audit function
in enhancing corporate governance also has been reinforced indirectly through
legislation (Christopher, Sarens and Leung, 2009). The internal audit often happens in
response to corporate governance scandals (Arena, 2013). Corporate governance
reviews ranks top on the list of activities internal auditors expect to perform in the next
five years (Lenz and Sarens, 2012). Also, the internal audit activity is based on a
flexible frame of reference, widely accept, in compliance with the rules governing the
various sectors of activity (Munteanua and Zahariab, 2014).

In the aftermath of the large corporate failures (such as Enron and
WorldCom), regulators have taken steps to ensure that companies have internal auditing
(Carcello, Hermanson and Raghunandan, 2005). The increasing complexity of
compliance laws and regulations has prompted internal auditors to help track regulatory
changes and compliance issues (Kapoor and Brozzetti, 2012). The internal auditors are

key players in day-to-day corporate integrity, sound reporting and anti-fraud activities
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(Norman, Rose and Rose, 2010). If the recommendations of a standard are not practical
or cannot be applied, the internal auditor has the freedom of an alternative, provided
that it is rigorously justified (Munteanua and Zahariab, 2014). However, Sampattikorn
and Ussahawanitchakit (2012) state that corporate governance climate has no significant
influence on audit planning comprehension awareness and internal audit report value.

In this research, governance awareness refers to the realization in the
workplace environment (formulated from the interaction of employees in an
organization) that is focused and compliant with corporate governance. In summary,
this research believes that governance awareness tends to provide a higher internal audit

transparency. Therefore, the hypotheses are posited as follows:

Hypothesis 11a: The higher governance awareness is, the more likely that

firms will gain greater internal audit legitimacy compliance.

Hypothesis 11b: The higher governance awareness is, the more likely that

firms will gain greater internal audit process openness.

Hypothesis 11c: The higher governance awareness is, the more likely that

firms will gain greater internal audit method trust.

Hypothesis 11d: The higher governance awareness is, the more likely that

firms will gain greater internal audit practice clarity.

Hypothesis 11e: The higher governance awareness is, the more likely that

firms will gain greater internal audit communication visibility.

Internal Audit Professional

The standards of professional practices and professional conduct of the
internal audit has become one of the most important qualities and features that are
characterized by contemporary internal auditing (Idiab, Haron and Ahmad, 2012).

Furthermore, a primary attribute of a profession is having widely - accepted standards
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of performance. For a field as diverse as internal auditing, it is challenging to develop
and promote such standards (Gramling and Hemanson, 2007).

Professions are now, more than ever before, subject to major internal and
external pressures, resulting in constant and often fast-paced change (Hassall, Dunlop
and Lewis, 1996). Okike (2004) notes that the recent collapse of Enron and revelations
of unethical behavior by members of the board of large corporations in the USA have
reopened the debate about the credibility of the auditing profession and their usefulness
in establishing confidence in the capital markets. The importance of a professional
appearance does not however mean a complete disregard for audit process (Carrington,
2010). O'Regan (2001) defines a profession as an occupation based on advanced,
complex, or esoteric knowledge, backed by a social legitimacy.

The internal audit, as a profession, has been redefined over the years and it
has constantly complied with the changing needs of entities (Munteanua and Zahariab,
2014). Understanding the relationship of the external variables (e.g., compliance, image,
social influence, etc.) within internal audit professionals and establishing the correct
balance of external variables is essential to further technology acceptance of internal
auditors and foster a progressive atmosphere in the internal audit profession (Kim,
Mannino and Nieschwietz, 2009). Potential weakness in the perception of the
professionalism of internal auditing is the tendency in many organizations, particularly
in the private sector, for the internal auditing department to serve as a stepping-stone to
other positions in an organization (O'Regan, 2001). Many, especially employers, view
the certified internal auditor as a symbol of professionalism and credibility for internal
audit (Brody and Frank, 2000).

The professional must meet standards of performance set by a professional
body (Sawyer, 1993). A key element of the professional’s code must be both legitimate
and ethical to warrant the internal auditor’s respect (Everett and Tremblay, 2014).
Moreover, the internal audit supports for professional development consists primarily of
works (Munteanua and Zahariab, 2014). The standards and guidelines for the
professional practice of internal auditing cover areas such as independence, scope of
internal audit work (O'Regan, 2001). The nature of professional competence must be
seen to be important for the assessment processes of internal auditors (Hassall, Dunlop

and Lewis, 1996). Also, the audit planning stage helps auditors to achieve all the
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necessary work in effective way to meet the needs of financial statement users and to
comply with audit professional standards (Sawalgal and Qtish, 2012).

Over the years, internal auditing has evolved into a highly professional
activity that extends to the appraisal of the efficiency and effectiveness of all phases of a
company’s operations, both financial and non-financial (Mugqattash, 2011). Keeping a
professional appearance and pertaining the status of the profession more generally is
thus important for the auditor (Carrington, 2010). Also, written standards may be
considered an essential attribute of a profession (O'Regan, 2001). There is no doubt that
audit competencies and skills will continue to be in high demand and accepted
profession around the world (Kapoor and Brozzetti, 2012). Moreover, the internal audit
profession would be expected to legitimate internal auditing activities (Al-Twaijry,
Brierley and Gwilliam, 2003).

Institute of Internal Auditors standards for professional practice of internal
auditors consider the organization as the primary beneficiary of internal auditors’
services (Rezaee, 1996). The internal audit profession should consider clarifying both
the perspective and the purpose of internal audit that is, determining to whom internal
audit should be accountable and clarifying the internal audit’s service offering (Lenz
and Sarens, 2012). The participants need the professional standards of work that they
can trust (Sawyer, 1993). The profession possesses high levels of trust (Everett and
Tremblay, 2014). The internal audit department is competently managed in accordance
with professional standards (Vinten, 1999). Conflict of interest is a situation in which an
internal auditor, who is in a position of trust, has a competing professional or personal
interest (Mugqattash, 2011). The internal auditing profession also walks a tightrope
between serving as a management consultant and an independent professional (Fadzil,
Haron and Jantan, 2005). However, keeping a professional appearance and pertaining
the status of the profession more generally is important for the auditor (Carrington,
2010).

In this research, internal audit professional refers to the ability of firms to
work with widely - accepted internal audit standards which are properly planned and
executed, achieving the confidence of internal audit quality. In summary, this research
believes that internal audit professional tends to provide a higher internal audit

transparency. Therefore, the hypotheses are posited as follows:
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Hypothesis 12a: The higher internal audit professional is, the more likely

that firms will gain greater internal audit legitimacy compliance.

Hypothesis 12b: The higher internal audit professional is, the more likely

that firms will gain greater internal audit process openness.

Hypothesis 12c: The higher internal audit professional is, the more likely

that firms will gain greater internal audit method trust.

Hypothesis 12d: The higher internal audit professional is, the more likely

that firms will gain greater internal audit practice clarity.

Hypothesis 12e: The higher internal audit professional is, the more likely

that firms will gain greater internal audit communication visibility.

Internal Audit Ethics

There is a growing realization that the current upward trend in levels of
disclosure of social, ethical and environmental performance by corporations and other
organizations is not being accompanied by simultaneous greater levels of public trust
(Wiltermuth and Flynn, 2013; Dando and Swift, 2003). Doing business ethically and in
a responsible manner will not only contribute to the short-term profitability of a
business, but may also ensure its long-term survival (Marx and Els, 2009). Dando and
Swift (2003) argue that there is need for a universal standard for the provision of social
assurance, ethical and environmental reporting and indeed for the credibility of the
assurance providers themselves.

Organizations which are unethical and try to cover up, may fall prey to a
whistleblower that could damage reputation and revenue (Vinten, 1998). Interestingly
enough, the reception is not always a unanimous attitude about what is ethical and not
ethical: but a spirited discussion usually results, especially when ethical conduct leads to
a costly course of action and when managers or directors must choose that direction at
the expense of the organization’s shareholders (Dittenhofer and Sennetti, 1995). Ethical

audit is, after all, merely an extension of existing legal and regulatory requirements
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(Vinten, 1998). The concept of right or wrong-ethical or unethical relates to that which
is best for humans and inevitably for business and government, for their ultimate
objective in services for the good of humans (Dittenhofer and Sennetti, 1995).

The internal auditors are being called upon to help maintain a high standard
of ethical behavior in their organizations by handling of reported violations and
subsequent disciplinary actions, when warranted (Kapoor and Brozzetti, 2012).

Okike (2004) notes that the recent collapse of Enron and revelations of unethical
behavior by members of the board of large corporations in the USA have reopened the
debate about the credibility of the auditors and their usefulness in establishing
confidence in the capital markets. The internal auditors’ code of ethics includes the
principles of integrity, competence, objectivity and confidentiality, which must be
followed by internal auditors (Kapoor and Brozzetti, 2012).

The general knowledge structure shows that an ethical code and
organization’s ethical climate are positioned close to business ethics and are seen as a
tool for achieving ethical behavior (Boyle, Hermanson and Wilkins, 2011; Fassin,
Rossem and Buelens, 2011). Moreover, corporate responsibility and ethical issues have
a different width in small and medium-sized enterprises (SMEs) and are likely to be
more concentrated than those in large organizations because most ventures have only
one or a few key managers (Fassin, Rossem and Buelens, 2011). If properly formulated
and implemented, a code of ethics is a useful tool to reinforce corporate moral
responsibility, which should spring from within the company (Ostapski and Isaacs,
1992).

The internal auditors must be committed to the values and ethics of work
and behavior when dealing with management, accountants and other staff (Idiab, Haron
and Ahmad, 2012). Arel, Beaudoin and Cianci (2012) find that moral intensity mediates
the interactive effect of the internal audit function and ethical leadership. Ethics is a
dynamic element in the internal auditing function of both business and government
(Dittenhofer and Sennetti, 1995). Moreover, ethics is a controversial topic and
enormous issues of principle are opened by any enquiry into the ethical status of
internal auditing (O'Regan, 2001). The subject areas most frequently selected as being
important for internal audit practitioners include reasoning, organizations and ethics

(Hassall, Dunlop and Lewis, 1996). Internal audit can achieve the objectives of the
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organization if the system of internal control is made up of internal audit ethical codes
(Munteanua and Zahariab, 2014).

Ethics is one of the key skills or attributes needed by internal auditors
(Gramling and Hemanson, 2007). Also, ethical integrity is also an essential skill
required of internal auditors, including chief audit executives who must be capable of
identifying ethical issues, investigating the full facts, considering such issues in the
context of ethical principles and standards and warning management and the board with
regard to the risks (Leung and Perera, 2011). The cognitive processes that often occur at
a subconscious level, such that even the most ethical and unbiased internal auditors can
still subconsciously alter their assessments of fraud risk in order to protect themselves.
As a result, the internal auditors will decrease their assessments of fraud risk when
reporting to management, relative to when internal audit reports the results of risk
assessments directly to the audit committee (Norman, 2010; Rose and Rose, 2010).
However, Everett and Tremblay (2014) note that there are different ways of being
ethical and this is no less true for internal auditor. Also, auditors can further choose
between being more or less light or heavy, or more or less concerned with justice or
courage.

In this research, internal audit ethics refers to the ability of firms to work
with a widely - accepted code of internal audit ethics which increases neutrality, free -
from - bias practices and relevant information disclosure. In summary, this research
believes that internal audit ethics tends to provide a higher internal audit transparency.

Therefore, the hypotheses are posited as follows:

Hypothesis 13a: The higher internal audit ethics is, the more likely that

firms will gain greater internal audit legitimacy compliance.

Hypothesis 13b: The higher internal audit ethics is, the more likely that

firms will gain greater internal audit process openness.

Hypothesis 13c: The higher internal audit ethics is, the more likely that

firms will gain greater internal audit method trust.
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Hypothesis 13d: The higher internal audit ethics is, the more likely that

firms will gain greater internal audit practice clarity.

Hypothesis 13e: The higher internal audit ethics is, the more likely that

firms will gain greater internal audit communication visibility.

Regulation Force

Audit regulation activities have been central to audit practice and
scholarship for the past 25 years (Kinney, 2012). Moreover, audit judgments may be
influenced by environmental factors, such as regulation, litigation, competition, culture
and technology (Elder et al., 2013). Deumes et al. (2012) observe that s a result of legal
and regulatory requirements, audit firms in certain jurisdictions have recently started
issuing transparency reports containing information on audit firm governance.

The regulatory context is essential to understanding the future of practice
and scholarship in audited financial reporting (Kinney, 2012). Al-Laith (2012) suggests
that the need to control and supervise the banks’ compliance with banking sector
legislation or regulations and to improve the reliability of financial statements issued by
those banks. In addition, the letter of the law is the acceptance of corporate moral
responsibility (Ostapski and Isaacs, 1992). However, failure to yield to regulatory
stakeholders also leaves companies vulnerable to individual or class action lawsuits.
Such pressures and threats will hurt an organization’s public image and customer
relations (Sarkis, Gonzalez-Torre and Adenso-Diaz, 2010).

The role for the internal audit function in supporting the organization is to
meet the regulatory requirements (Gramling et al., 2004). Also, regulators and stock
exchange requirements demand the presence of internal auditing for registrants
(Anderson et al., 2012). Legislative enactments and administrative regulations have
been significant in the development of auditing (Okike, 2004). The internal audit exists
to comply with the influence or regulatory bodies (Rickard, 1994). Moreover, the
expectations of management with regard to the internal auditing practices, so the
management will expect the internal auditors to perform their internal auditing practices
to a certain level that is complying with the Standards for the Professional Practice of

Internal Auditors (Fadzil, Haron and Jantan, 2005). Incentives in the form of trust while
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penalties form of damage to company image or reputation for the quality of the
implementation of Good Governance (Octavia, 2013).

Boonmunewai and Ussahawanitchakit (2010) note that regulation
enforcement refers to firms obeying and complying with regulations all about them. In
this research, regulation force refers to the current regulations that firms must obey and
comply, in order to improve appropriate operational trends. In summary, this research
believes that regulation force tends to provide a higher internal audit transparency.

Therefore, the hypotheses are posited as follows:

Hypothesis 14a: The higher regulation force is, the more likely that firms

will gain greater internal audit legitimacy compliance.

Hypothesis 14b: The higher regulation force is, the more likely that firms

will gain greater internal audit process openness.

Hypothesis 14c: The higher regulation force is, the more likely that firms

will gain greater internal audit method trust.

Hypothesis 14d: The higher regulation force is, the more likely that firms

will gain greater internal audit practice clarity.

Hypothesis 14e: The higher regulation force is, the more likely that firms

will gain greater internal audit communication visibility.

Environment Uncertainty

In a business environment during periods of economic uncertainty, business
leaders are forced to make critical decisions in order to ensure the survival of the
organization (Crumpton, 2011). Environmental uncertainty is one of the most relevant
characteristics of the business environment in which technologies, regulations and
societal expectations are evolving (Lopez-Gamero, Molina-Azorin, and Claver-Cortes,

2011). Moreover, the natural environment is at the center of the broader sustainability
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competitiveness argument for organizations and operations (Sarkis, Gonzalez-Torre and
Adenso-Diaz, 2010).

Internal auditors are dealing with an unprecedented level of change (Sobel
and Kapoor, 2012). The promulgation of various political, social and economic
pressures regarding environmental issues over the past few decades has caused
companies to take these issues into greater consideration in their strategic and
operational outlooks (Sarkis, Gonzalez-Torre and Adenso-Diaz, 2010). Also, the role
and skills required of internal auditors has become something important (Octavia, 2013).

The broadened responsibilities of the internal audit function within the
environment of a changing business world, coupled with increasing economic
competition and globalization, are creating pressure on the internal audit function,
(Christopher, Sarens and Leung, 2009). The role of internal audit in the public entities
has increased dramatically in the last two decades due to the increasing complexity of
activities performed in this environment that is subjected to rapid change (Otetea, Tita
and Aristotel, 2013). Also, the internal auditing has transformed significantly from
several factors including the increased complexity of a globalized marketplace, high-
profile fraud and corruption scandals (Kapoor and Brozzetti, 2012). The pace of
economic and political change throughout the world inevitably leads to a
requirement for concurrent systems to ensure accountability and probity, thus
providing opportunities for internal audit (Hassall, Dunlop and Lewis, 1996). Amid
complex and dynamic risks, many internal audit groups update their plans more than
once a year (Anderson and Svare, 2013). Moreover, comprise business risk affects audit
planning (Sawalgal and Qtish, 2012).

In the era of rapid technological advances, changes in the business
environment and globalization, the internal auditors’ ownership of knowledge in various
fields is a mandatory feature of their professional capacity (Mihdilescu and Ducu, 2011).
Internal audit is usually spent on technology which helps simplify internal audit
processes (Kapoor and Brozzetti, 2012). Also, the auditor must be adaptable and
creative because all organizations now operate in dynamically changing environments
(Pickett, 2000). The changing environment has created numerous challenges that
internal auditors must face while performing their duties (Kapoor and Brozzetti, 2012).

Therefore, the size of internal audit departments has increased substantially and the role
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of internal auditors has changed dramatically over the past two decades in order to
accommodate an ever changing business environment (Rezaee, 1996). However,
Sampattikorn and Ussahawanitchakit (2012) state that business competition intensity
has not an effect on internal audit report value. Also, Sookaneknun and
Ussahawanitchakit (2013) present that environmental uncertainty has no significant
effect on management practice transparency.

In this research, environment uncertainty refers to the relevant
characteristics of the business environment in which technologies, regulations and
stakeholder expectations are evolving. In summary, this research believes that
environment uncertainty tends to provide a higher internal audit transparency. Because
the firm must perform the organization fit to environment uncertainty. Therefore, the

hypotheses are posited as follows:

Hypothesis 15a: The higher environmental uncertainty is, the more likely

that firms will gain greater internal audit legitimacy compliance.

Hypothesis 15b: The higher environmental uncertainty is, the more likely

that firms will gain greater internal audit process openness.

Hypothesis 15¢c: The higher environmental uncertainty is, the more likely

that firms will gain greater internal audit method trust.

Hypothesis 15d: The higher environmental uncertainty is, the more likely

that firms will gain greater internal audit practice clarity.

Hypothesis 15¢: The higher environmental uncertainty is, the more likely

that firms will gain greater internal audit communication visibility.

The Moderating Effect of Morality Climate

This section emphasizes the moderating effect of morality climate on the

relationships between internal audit transparency and its antecedents, including
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governance awareness, internal audit professional, internal audit ethics, regulation force

and environment uncertainty as shown in Figure 8.

Figure 8: The Moderating Effect of Morality Climate

Morality
Climate
Governance
Awareness H16 a-e (+)
H17 a-e (+)
H18a-e (+)
Internal Audit HI19 a-e (+)
: H20 a-e (+)
Professional Internal Audit Transparency
- - Internal Audit Legitimacy Compliance
Internal Audit y - Internal Audit Process Openness

A\ 4

Ethics - Internal Audit Method Trust
- Internal Audit Practice Clarity

- Internal Audit Communication Visibility

Regulation

Force

Environmental
Uncertainty

Morality Climate

The abrogation of moral responsibility emerges increasingly from the
international business community and, as national economies falters in the face of
global economic uncertainty, public awareness of the entrepreneur as a socially
responsible actor has become increasingly sensitive (Bechervaise and Benjamin, 2013).
In addition, moral responsibility is the self-imposed or attributable obligation to ensure
that actions knowingly and intentionally performed by rational human beings do not
cause harm to others (Ostapski and Isaacs, 1992). Also, successful entrepreneurial
activity is based on sound moral principles (Bechervaise and Benjamin, 2013).

The central driver for moral entrepreneurship demands an uncomfortable

paradigm shift from the quantitative certainty of identifiable profit (and loss) towards a
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qualitative intention to increase social well-being, or a social vision (Bechervaise and
Benjamin, 2013). It is the responsibility of management to exert a positive influence on
the mindset of people through its philosophy and operating style-the demonstration of
moral and ethical values (Love and Manisero, 2011).

The concept of moral clarity captures the degree of ambiguity people
perceive when judging whether behaviors are right or wrong (Wiltermuth and Flynn,
2013). Arel, Beaudoin and Cianci (2012) note that organizational context can influence
employees’ perceptions of the moral intensity level of any given issue. Furthermore,
moral clarity refers to the belief that ethical judgments are straightforward and clear-cut
(Wiltermuth and Flynn, 2013). Nickell and Roberts (2013) discuss the internal auditors
as ‘moral’ actors and propose that the counter-coupling of an organization’s primary
outputs—talk, decision and action—provides internal auditors with the necessary tools to
carry out conflicting ethical roles within the organization.

Over the decades there have been significant regulatory initiatives,
particularly through codes of corporate governance, aimed at improving the
transparency of companies (Holma and Zamanb, 2012). As to legality, there are certain
acts that are not of themselves illegal but certainly do not, in most circumstances, seem
to be moral (Dittenhofer and Sennetti, 1995). With corporate scandals involving
accountants regularly appearing in news headlines there is good reason to believe that
accountants have lost sight of their moral compass (Everett and Tremblay, 2014).

The dimension of warmth often encompasses traits associated with sociability (such as
being helpful and kind) as well as traits indicating morality (such as honesty and
trustworthiness) (Pagliaro et al., 2014).

The professions embody social service and act as “moral communities”
O'Regan, 2001). Also, professionals must subscribe to certain moral values (Sawyer,
1993). Everett and Tremblay (2014) open the black box of the market’s morality by
considering the auditing profession’s role and rectify a situation where in the profession
are alleged to be offering ethics instruction that is of highly limited use. Auditors should
submit to the directors a report including comparison of achievement with pre-stated
objectives and morale (Vinten, 1999). Moreover, the profession needs to appreciate that
auditors are actively involved in creating the market’s moral order (Everett and

Tremblay, 2014).
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Several studies have investigated the morals. Wiltermuth and Flynn ( 2013)
ask five questions intended to capture the clarity with which participants viewed the
ethicality of the behavior. In addition, moral intensity is measured by obtaining
participants’ agreements with nine statements. (Arel, Beaudoin and Cianci, 2012).
Moreover, computer-mediated transparency can stimulate both ability and morality
which, in turn, stimulate public officials to perform better, or prevent them from being
corrupt (Meijer, 2009). Ziegenfuss and Singhapakdi (1994) determine the influence of
personal moral philosophies and corporate ethical values. The regression analyses
results reveal a very weak relationship between moral philosophy and perception of
ethical problem. Furthermore, Everett and Tremblay (2014) add to prior discussions of
the notion of moral accountability by highlighting the constituent elements of an ethical
disposition, including a number of practical virtues.

The Institute of Internal Auditors first developed a code of ethics have
provisions that relate to: moral characteristics; conflicts of interest; personal behavior;
compliance with professional internal auditing standards (Dittenhofer and Sennetti,
1995). Also, the Institute of Internal Auditors ‘s code of ethics, in setting out standards
of conduct, is an attempt to claim institutional moral authority for the Institute of
Internal Auditors and for the internal auditing (O'Regan, 2001). The auditors can play a
more active role in keeping a closer eye on their ethics (Everett and Tremblay, 2014).

In all complex organizations such as those in the financial and banking
industry, internal auditors cannot act as generalists. They must possess knowledge and
expertise, depending on the risks that threaten the entity they belong. Internal auditors
should also prove a highly moral attitude and verticality to face the pressure from
managers and various business lines of credit institutions (Mihailescu and Ducu, 2011).
Moral may on occasion surmount the internal audit duty regarding to the Institute of
Internal Auditors (Vinten, 1999). Internal auditors are currently being asked to embrace
a moral (Everett and Tremblay, 2014). However, Pongpanpattana and
Ussahawanitchakit (2013) note that internal audit morality awareness is negatively
insignificant with financial information reliability and risk management excellence. It
may imply that internal audit morality awareness is not enough.

In this research, morality climate refers to the workplace environment that

focuses on the ambiguity people perceive when judging whether behaviors are right or
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wrong. In summary, this research believes that morality climate is more likely to gain a
high level in each dimension of internal audit transparency and antecedent relationships.
Because many studies reveal that morality climate can capture the clarity or prevent the

firm from being corrupt. Therefore, the hypotheses are posited as follows:

Hypothesis 16a: Morality climate will positively moderate the governance

awareness - internal audit legitimacy compliance relationships.

Hypothesis 16b: Morality climate will positively moderate the governance

awareness - internal audit process openness relationships.

Hypothesis 16¢c: Morality climate will positively moderate the governance

awareness - internal audit method trust relationships.

Hypothesis 16d: Morality climate will positively moderate the governance

awareness - internal audit practice clarity relationships.

Hypothesis 16e: Morality climate will positively moderate the governance

awareness - internal audit communication visibility relationships.

Hypothesis 17a: Morality climate will positively moderate the internal

audit professional- internal audit legitimacy compliance relationships.

Hypothesis 17b: Morality climate will positively moderate the internal

audit professional - internal audit process openness relationships.

Hypothesis 17c: Morality climate will positively moderate the internal

audit professional - internal audit method trust relationships.

Hypothesis 17d: Morality climate will positively moderate the internal

audit professional - internal audit practice clarity relationships.
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Hypothesis 17e: Morality climate will positively moderate the internal

audit professional - internal audit communication visibility relationships.

Hypothesis 18a: Morality climate will positively moderate the internal

audit ethics - internal audit legitimacy compliance relationships.

Hypothesis 18b: Morality climate will positively moderate the internal

audit ethics - internal audit process openness relationships.

Hypothesis 18c: Morality climate will positively moderate the internal

audit ethics - internal audit method trust relationships.

Hypothesis 18d: Morality climate will positively moderate the internal

audit ethics - internal audit practice clarity relationships.

Hypothesis 18e: Morality climate will positively moderate the internal

audit ethics - internal audit communication visibility relationships.

Hypothesis 19a: Morality climate will positively moderate the regulation

force - internal audit legitimacy compliance relationships.

Hypothesis 19b: Morality climate will positively moderate the regulation

force - internal audit process openness relationships.

Hypothesis 19c: Morality climate will positively moderate the regulation

force - internal audit method trust relationships.

Hypothesis 19d: Morality climate will positively moderate the regulation

force - internal audit practice clarity relationships.

Hypothesis 19¢: Morality climate will positively moderate the regulation

force - internal audit communication visibility relationships.
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Hypothesis 20a: Morality climate will positively moderate the

environmental uncertainty - internal audit legitimacy compliance relationships.

Hypothesis 20b: Morality climate will positively moderate the

environmental uncertainty - internal audit process openness relationships.

Hypothesis 20c: Morality climate will positively moderate the

environmental uncertainty - internal audit method trust relationships.

Hypothesis 20d: Morality climate will positively moderate the

environmental uncertainty - internal audit practice clarity relationships.

Hypothesis 20e: Morality climate will positively moderate the

environmental uncertainty - internal audit communication visibility relationships.

The Moderating Effect of Internal Audit Learning on the Relationships

Between Internal Audit Transparency and Internal Audit Reliability, Internal Audit

Quality and Internal Audit Usefulness

This section emphasizes the moderating effect of internal audit learning on
the relationships between internal audit transparency and internal audit reliability,

internal audit quality and internal audit usefulness as shown in Figure 9.
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Figure 9: The Moderating Effect of Internal Audit Learning on the
Relationships Between Internal Audit Transparency and Internal
Audit Reliability, Internal Audit Quality and Internal Audit
Usefulness

Internal Audit
Reliability

Internal Audit Transparency

- Internal Audit Legitimacy Compliance
- Internal Audit Process Openness

- Internal Audit Method Trust 1 Internal Audit
- Internal Audit Practice (.Zlar@ty o Quality

- Internal Audit Communication Visibility

H21 a-c (+) Internal Audit
H22 a-c (+) —»  Usefulness

H23 a-c (+)
H24 a-c (+)
H25 a-c (+)

Internal Audit
Learning

Internal Audit Learning

Organizational learning is identified as involving information acquisition,
interpretation, distribution and memory (Chenhall, 2005). Moreover, in a favorable
environment, one has to learn how to deal successfully with customers, suppliers,
employees, financiers, product development, technology and governmental regulation
(Gelderen, Sluis and Jansen, 2005; Hawkes and Adams, 1994).

It is becoming increasingly apparent that to remain competitive,
organizations need a high rate of internal learning (Hyland and Beckett, 2002). Firms
that have a learning orientation are said to have an orientation to learn new skills, to
acquire or apply new technologies and to broaden their organizational capabilities
(Gelderen, Sluis and Jansen, 2005). In addition, learning organization is based on
learning and self-developing of an organizations members during their work (Altiok,
2011). Also, learning is positively related to goal achievement (Gelderen, Sluis and

Jansen, 2005).
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The new breed of internal audit requires people who have an in-depth
knowledge of the products being developed and the business processes (Anderson,
1996). Furthermore, internal auditors have much to be learned from the efforts and
experiences of others (Gramling and Hemanson, 2007). Capable, experienced
employees with relevant individual qualifications in conducting internal audit should be
employed; and in order to provide the required experience for them, service training and
continuing their education should be taken into account (Salehi, Arianpoor and Salehi,
2013).

Internal auditors preserve technical rehabilitation through continuing
education and access training courses to gain knowledge of all developments in this
regard (Idiab, Haron and Ahmad, 2012; Sobel and Kapoor, 2012; Vasile and Croitoru,
2012). Moreover, internal auditors acquire an intimate knowledge of an organization’s
culture, processes, risks and controls (Sarens, Beelde and Everaert, 2009). Since internal
auditors have specific industry knowledge and expertise in systems and operational
audits, the total cost of internal and external audit may be less than the perceived cost of
external auditing on its own (Ho and Hutchinson, 2010).

Training and development is important to the success of internal audit
(Pickett, 2000). The quality of the audit performed by an internal audit organization is
related to the education and experience of the internal auditors (Ziegenfuss and
Singhapakdi, 1994). The development and training of staff is widely thought to be of
key importance to the success of an internal audit department (Al-Twaijry, Brierley and
Gwilliam, 2003). The new high profile of internal audit is sending staff to the
occasional external seminar is another common approach which can be useful (Pickett,
2000). Internal auditors studying internal auditing at university are likely to increase the
profile of internal audit (Al-Twaijry, Brierley and Gwilliam, 2003).

The new objectives and expanded scope of the internal audit function will
require a major change in emphasis on internal auditors’ skill, training needs and
professional education (Hawkes and Adams, 1995). A learning organization is one that
continually transforms itself to meet its vision such as establishing audit plan (Pickett,
2000). With trained and competent internal audit staff and better evaluation to achieve
the engagement objectives, this will lead to better control activities of the quality of the

internal control system (Fadzil, Haron and Jantan, 2005). Effective training needs to go
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beyond basic auditing skills to address critical areas such as data mining and analysis
(Anderson and Svare, 2013). The new concept of internal audit learning points to a
value driven approach such as helping managers understand why procedures do not
always work and what can be done about it (Pickett, 2000).

The main prerequisites for adopting business risk audit approach are to
create the relevant atmosphere in the company environment by getting good knowledge
about all the legislations that control and govern the audit profession (Sawalqgal and
Qtish, 2012). The continuous development activity supports organization's risk
management strategy, which is where the audit role fits into adding value to the
reliability (Pickett, 2000). Internal audit is seen as offering benefit as a training ground
by both management and internal auditors (Cooper, Leung and Mathews, 1994).
Given the growing importance of internal audits to the organization, much emphasis is
being placed on the skills and qualifications required by auditors, as well as on their
development, training and retention (Kapoor and Brozzetti, 2012). The education,
training, experience and professional qualifications of the internal auditors influenced
the effectiveness of internal audit (Al-Twaijry, Brierley and Gwilliam, 2003).

The modern view of internal audit suggests that it operates in dynamically
changing contexts and here we must stress that the rate of learning should be greater
than or equal to this rate of change for us to have any chance of success (Pickett, 2000).
The internal auditors’ need to have multidimensional knowledge vitally adds value to
the organization (Mihailescu and Ducu, 2011). The development of skills, knowledge
and attitudes may support the internal audit works and may have in developing best
practice (Pickett, 2000).

However, the delivering (and receiving) timely and accurate negative
information can be critical for performance improvement and organizational learning
(Sussman and Sproull, 1999). Kanchanda and Ussahawanitchakit (2012) note that the
moderating effect of marketing learning has a negative effect on the relationship
between product innovation concentration and dynamic marketing advantage. Similarly,
Chaikambang and Ussahawanitchakit (2012) investigate the moderating effects of best
environmental learning, the results show that best environmental learning has no
significant relate on relationship between decision making advantage and goal

achievement. Furthermore, Sookaneknun and Ussahawanitchakit (2013) state that
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organizational learning capability has no significant effect on the relationships between
the six dimensions of management governance and the consequences and the
relationships between management goal achievement, organizational citizenship
behavior, customer acceptance outstanding, market opportunity and firm value.
However, a learning organization is one that continually transforms itself to meet its
vision such as establishing audit plan (Pickett, 2000).

In this research, internal audit learning refers to the ability of firms in which
internal auditors acquire an intimate knowledge of all the organization’s activities, new
technologies and broaden their organizational capabilities. In summary, this research
believes that internal audit learning is more likely to gain a high level in each dimension
of internal audit transparency and; internal audit reliability and internal audit quality,

internal audit usefulness relationships. Therefore, the hypotheses are posited as follows:

Hypothesis 21a: Internal audit learning will positively moderate the

internal audit legitimacy compliance - internal audit reliability relationships.

Hypothesis 21b: Internal audit learning will positively moderate the

internal audit legitimacy compliance - internal audit quality relationships.

Hypothesis 21c: Internal audit learning will positively moderate the

internal audit legitimacy compliance - internal audit usefulness relationships.

Hypothesis 22a: Internal audit learning will positively moderate the

internal audit process openness - internal audit reliability relationships.

Hypothesis 22b: Internal audit learning will positively moderate the

internal audit process openness - internal audit quality relationships.

Hypothesis 22c: Internal audit learning will positively moderate the

internal audit process openness - internal audit usefulness relationships.
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Hypothesis 23a: Internal audit learning will positively moderate the

internal audit method trust - internal audit reliability relationships.

Hypothesis 23b: Internal audit learning will positively moderate the

internal audit method trust - internal audit quality relationships.

Hypothesis 23c: Internal audit learning will positively moderate the

internal audit method trust - internal audit usefulness relationships.

Hypothesis 24a: Internal audit learning will positively moderate the

internal audit practice clarity - internal audit reliability relationships.

Hypothesis 24b: Internal audit learning will positively moderate the

internal audit practice clarity - internal audit quality relationships.

Hypothesis 24c: Internal audit learning will positively moderate the

internal audit practice clarity - internal audit usefulness relationships.

Hypothesis 25a: Internal audit learning will positively moderate the

internal audit communication visibility - internal audit reliability relationships.

Hypothesis 25b: Internal audit learning will positively moderate the

internal audit communication visibility - internal audit quality relationships.

Hypothesis 25c: Internal audit learning will positively moderate the

internal audit communication visibility - internal audit usefulness relationships.

The Moderating Effect of Internal Audit Learning on the Relationships

Between Internal Audit Transparency and Information Value

87

This section emphasizes the moderating effect of internal audit learning on

the relationships between internal audit transparency and information value as shown in

Figure 10.

> Mahasarakham University



Figure 10: The Moderating Effect of Internal Audit Learning on the
Relationships Between Internal Audit Transparency and

Information Value
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This research believes that internal audit learning is more likely to gain a
high level in each dimension of internal audit transparency and information value

relationships. Therefore, the hypotheses are posited as follows:

Hypothesis 21d: Internal audit learning will positively moderate the

internal audit legitimacy compliance - information value relationships.

Hypothesis 22d: Internal audit learning will positively moderate the

internal audit process openness - information value relationships.

Hypothesis 23d: Internal audit learning will positively moderate the

internal audit method trust - information value relationships.

Hypothesis 24d: Internal audit learning will positively moderate the

internal audit practice clarity - information value relationships.

Hypothesis 25d: Internal audit learning will positively moderate the

internal audit communication visibility - information value relationships.
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The Moderating Effect of Internal Audit Learning on the Relationships

Between Internal Audit Transparency and Best Decision-Making

This section emphasizes the moderating effect of internal audit learning on
the relationships between internal audit transparency and best decision-making as

shown in Figure 11.

Figure 11: The Moderating Effect of Internal Audit Learning on the
Relationships Between Internal Audit Transparency and Best

Decision-Making

Internal Audit Transparency H2le, 22¢, 23¢, 24e, 25¢ (+)
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- Internal Audit Process Openness — .
- Internal Audit Method Trust Making
- Internal Audit Practice Clarity
- Internal Audit Communication Visibility
Internal Audit
Learning

This research believes that internal audit learning is more likely to result in a
high level in each dimension of internal audit transparency and best decision-making

relationships. Therefore, the hypotheses are posited as follows:

Hypothesis 21e: Internal audit learning will positively moderate the

internal audit legitimacy compliance — best decision-making relationships.

Hypothesis 22e: Internal audit learning will positively moderate the

internal audit process openness — best decision-making relationships.

Hypothesis 23e: Internal audit learning will positively moderate the

internal audit method trust — best decision-making relationships.
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Hypothesis 24e: Internal audit learning will positively moderate the

internal audit practice clarity — best decision-making relationships.

Hypothesis 25e: Internal audit learning will positively moderate the

internal audit communication visibility — best decision-making relationships.

The Moderating Effect of Internal Audit Learning on the Relationships

Between Internal Audit Transparency and Firm Goal Achievement

This section emphasizes the moderating effect of internal audit learning on
the relationships between internal audit transparency and firm goal achievement as

shown in Figure 12.

Figure 12: The Moderating Effect of Internal Audit Learning on the
Relationships Between Internal Audit Transparency and Firm

Goal Achievement

Internal Audit Transparency H21£, 22f, 23f, 24f, 25F (+)

- Internal Audit Legitimacy Compliance
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Internal Audit
Learning

This research believes that internal audit learning is more likely to result in a
high level in each dimension of internal audit transparency and firm goal achievement

relationships. Therefore, the hypotheses are posited as follows:
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Hypothesis 21f: Internal audit learning will positively moderate the

internal audit legitimacy compliance - firm goal achievement relationships.

Hypothesis 22f: Internal audit learning will positively moderate the

internal audit process openness - firm goal achievement relationships.

Hypothesis 23f: Internal audit learning will positively moderate the

internal audit method trust - firm goal achievement relationships.

Hypothesis 24f: Internal audit learning will positively moderate the

internal audit practice clarity - firm goal achievement relationships.

Hypothesis 25f: Internal audit learning will positively moderate the

internal audit communication visibility - firm goal achievement relationships.

Summary

This chapter describes the conceptual model of internal audit transparency and
firm goal achievement which is supported by the theoretical frameworks, including the
agency theory and the contingency perspective. In addition, this chapter provides the
relevant literature review, hypotheses development and a set of 25 testable hypotheses.
Internal audit transparency is the key construct of this research in which the research
intends to prove its effect on firm goal achievement through its consequences, including
internal audit reliability, internal audit quality, internal audit usefulness, information
value and best decision-making. This research also proposes the antecedents of internal
audit transparency, including governance awareness, internal audit professional, internal
audit ethics, regulation force and environment uncertainty, to test their impact on
internal audit transparency. In addition, morality climate is proposed as the moderator
to prove its effect on the relationships between its five antecedents and internal audit
transparency. Finally, internal audit learning moderates the relationships between each

dimension of internal audit transparency and a) internal audit reliability, b) internal
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audit quality, ¢) internal audit usefulness, d) best decision-making, e) information value
and f) firm goal achievement. Table 2 shows the summary of all hypothesized
relationships.

The next chapter will explain the research method, including the population
and sample selection, the data collection procedure, the variable measurement of each
construct, the statistics and equations to test the hypotheses and a summary of the

definitions and operational variables.
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Table 2: Summary of Hypothesized Relationships
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Hypothesis

Description of Hypothesized Relationships

Hla

The higher internal audit legitimacy compliance is, the more likely that

firms will gain greater internal audit reliability.

Hl1b The higher internal audit legitimacy compliance is, the more likely that
firms will gain greater internal audit quality.

Hlc The higher internal audit legitimacy compliance is, the more likely that
firms will gain greater internal audit usefulness.

Hld The higher internal audit legitimacy compliance is, the more likely that
firms will gain greater information value.

Hle The higher internal audit legitimacy compliance is, the more likely that
firms will gain greater best decision-making.

H1f The higher internal audit legitimacy compliance is, the more likely that
firms will gain greater firm goal achievement.

H2a The higher internal audit process openness is, the more likely that firms
will gain greater internal audit reliability.

H2b The higher internal audit process openness is, the more likely that firms
will gain greater internal audit quality.

H2c The higher internal audit process openness is, the more likely that firms
will gain greater internal audit usefulness.

H2d The higher internal audit process openness is, the more likely that firms
will gain greater information value.

H2e The higher internal audit process openness is, the more likely that firms
will gain greater best decision-making.

H2f The higher internal audit process openness is, the more likely that firms
will gain greater firm goal achievement.

H3a The higher internal audit method trust is, the more likely that firms will
gain greater internal audit reliability.

H3b The higher internal audit method trust is, the more likely that firms will

gain greater internal audit quality.
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Table 2: Summary of Hypothesized Relationships (Continued)

Hypothesis Description of Hypothesized Relationships

H3c The higher internal audit method trust is, the more likely that firms will
gain greater internal audit usefulness.

H3d The higher internal audit method trust is, the more likely that firms will
gain greater information value.

H3e The higher internal audit method trust is, the more likely that firms will
gain greater best decision-making.

H3f The higher internal audit method trust is, the more likely that firms will
gain greater firm goal achievement.

H4a The higher internal audit practice clarity is, the more likely that firms will
gain greater internal audit reliability.

H4b The higher internal audit practice clarity is, the more likely that firms will
gain greater internal audit quality.

H4c The higher internal audit practice clarity is, the more likely that firms will
gain greater internal audit usefulness.

H4d The higher internal audit practice clarity is, the more likely that firms will
gain greater information value.

H4e The higher internal audit practice clarity is, the more likely that firms will
gain greater best decision-making.

H4f The higher internal audit practice clarity is, the more likely that firms will
gain greater firm goal achievement.

HS5a The higher internal audit communication visibility is, the more likely that
firms will gain greater internal audit reliability.

H5b The higher internal audit communication visibility is, the more likely that
firms will gain greater internal audit quality.

HS5c The higher internal audit communication visibility is, the more likely that
firms will gain greater internal audit usefulness.

H5d The higher internal audit communication visibility is, the more likely that

firms will gain greater information value.
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Table 2: Summary of Hypothesized Relationships (Continued)

Hypothesis Description of Hypothesized Relationships

HS5e The higher internal audit communication visibility is, the more likely that
firms will gain greater best decision-making.

HS5f The higher internal audit communication visibility is, the more likely that
firms will gain greater firm goal achievement.

Hé6a The higher internal audit quality is, the more likely that firms will gain
greater internal audit reliability.

H6b The higher internal audit quality is, the more likely that firms will gain
greater internal audit usefulness.

Héc The higher internal audit quality is, the more likely that firms will gain
greater information value.

Héd The higher internal audit quality is, the more likely that firms will gain
greater best decision-making.

H7a The higher internal audit reliability is, the more likely that firms will gain
greater information value.

H7b The higher internal audit reliability is, the more likely that firms will gain
greater best decision-making.

H8a The higher internal audit usefulness is, the more likely that firms will
gain greater information value.

HS8b The higher internal audit usefulness is, the more likely that firms will
gain greater best decision-making.

H9a The higher information value is, the more likely that firms will gain
greater best decision-making.

H9b The higher information value is, the more likely that firms will gain
greater firm goal achievement.

H10 The higher best decision-making is, the more likely that firms will gain
greater firm goal achievement.

Hlla The higher governance awareness is, the more likely that firms will gain

greater internal audit legitimacy compliance.
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Table 2: Summary of Hypothesized Relationships (Continued)

Hypothesis Description of Hypothesized Relationships

HI11b The higher governance awareness is, the more likely that firms will gain
greater internal audit process openness.

Hllc The higher governance awareness is, the more likely that firms will gain
greater internal audit method trust.

H11ld The higher governance awareness is, the more likely that firms will gain
greater internal audit practice clarity.

Hlle The higher governance awareness is, the more likely that firms will gain
greater internal audit communication visibility.

H12a The higher internal audit professional is, the more likely that firms will
gain greater internal audit legitimacy compliance.

HI12b The higher internal audit professional is, the more likely that firms will
gain greater internal audit process openness.

H12c The higher internal audit professional is, the more likely that firms will
gain greater internal audit method trust.

H12d The higher internal audit professional is, the more likely that firms will
gain greater internal audit practice clarity.

Hl2e The higher internal audit professional is, the more likely that firms will
gain greater internal audit communication visibility.

Hl13a The higher internal audit ethics is, the more likely that firms will gain
greater internal audit legitimacy compliance.

HI13b The higher internal audit ethics is, the more likely that firms will gain
greater internal audit process openness.

Hl13c The higher internal audit ethics is, the more likely that firms will gain
greater internal audit method trust.

H13d The higher internal audit ethics is, the more likely that firms will gain
greater internal audit practice clarity.

Hl13e The higher internal audit ethics is, the more likely that firms will gain

greater internal audit communication visibility.
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Table 2: Summary of Hypothesized Relationships (Continued)

Hypothesis Description of Hypothesized Relationships

Hl14a The higher regulation force is, the more likely that firms will gain greater
internal audit legitimacy compliance.

H14b The higher regulation force is, the more likely that firms will gain greater
internal audit process openness.

Hl4c The higher regulation force is, the more likely that firms will gain greater
internal audit method trust.

H14d The higher regulation force is, the more likely that firms will gain greater
internal audit practice clarity.

Hl4e The higher regulation force is, the more likely that firms will gain greater
internal audit communication visibility.

H15a The higher environmental uncertainty is, the more likely that firms will
gain greater internal audit legitimacy compliance.

HI15b The higher environmental uncertainty is, the more likely that firms will
gain greater internal audit process openness.

H15c¢ The higher environmental uncertainty is, the more likely that firms will
gain greater internal audit method trust.

H15d The higher environmental uncertainty is, the more likely that firms will
gain greater internal audit practice clarity.

Hl5e The higher environmental uncertainty is, the more likely that firms will
gain greater internal audit communication visibility.

Hl6a Morality climate will positively moderate the governance awareness-
internal audit legitimacy compliance relationships.

H16b Morality climate will positively moderate the governance awareness-
internal audit process openness relationships.

Hlé6c Morality climate will positively moderate the governance awareness-
internal audit method trust relationships.

H16d Morality climate will positively moderate the governance awareness-

internal audit practice clarity relationships.
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Table 2: Summary of Hypothesized Relationships (Continued)

Hypothesis Description of Hypothesized Relationships

Hlé6e Morality climate will positively moderate the governance awareness-
internal audit communication visibility relationships.

H17a Morality climate will positively moderate the internal audit professional-
internal audit legitimacy compliance relationships.

HI17b Morality climate will positively moderate the internal audit professional-
internal audit process openness relationships.

Hl17¢c Morality climate will positively moderate the internal audit professional-
internal audit method trust relationships.

H17d Morality climate will positively moderate the internal audit professional-
internal audit practice clarity relationships.

Hl17e Morality climate will positively moderate the internal audit professional-
internal audit communication visibility relationships.

H18a Morality climate will positively moderate the internal audit ethics-
internal audit legitimacy compliance relationships.

H18b Morality climate will positively moderate the internal audit ethics -
internal audit process openness relationships.

H18c Morality climate will positively moderate the internal audit ethics -
internal audit method trust relationships.

H18d Morality climate will positively moderate the internal audit ethics -
internal audit practice clarity relationships.

H18e Morality climate will positively moderate the internal audit ethics -
internal audit communication visibility relationships.

H19a Morality climate will positively moderate the regulation force- internal
audit legitimacy compliance relationships.

HI19b Morality climate will positively moderate the regulation force - internal
audit process openness relationships.

H19c Morality climate will positively moderate the regulation force - internal

audit method trust relationships.

=7 Mahasarakham University



99

Table 2: Summary of Hypothesized Relationships (Continued)

Hypothesis Description of Hypothesized Relationships

H19d Morality climate will positively moderate the regulation force - internal
audit practice clarity relationships.

H19%e Morality climate will positively moderate the regulation force - internal
audit communication visibility relationships.

H20a Morality climate will positively moderate the environmental uncertainty-
internal audit legitimacy compliance relationships.

H20b Morality climate will positively moderate the environmental uncertainty -
internal audit process openness relationships.

H20c Morality climate will positively moderate the environmental uncertainty -
internal audit method trust relationships.

H20d Morality climate will positively moderate the environmental uncertainty -
internal audit practice clarity relationships.

H20e Morality climate will positively moderate the environmental uncertainty -
internal audit communication visibility relationships.

H21la Internal audit learning will positively moderate the internal audit
legitimacy compliance - internal audit reliability relationships.

H21b Internal audit learning will positively moderate the internal audit
legitimacy compliance - internal audit quality relationships.

H2l1c Internal audit learning will positively moderate the internal audit
legitimacy compliance - internal audit usefulness relationships.

H21d Internal audit learning will positively moderate the internal audit
legitimacy compliance - information value relationships.

H2le Internal audit learning will positively moderate the internal audit
legitimacy compliance — best decision-making relationships.

H21f Internal audit learning will positively moderate the internal audit
legitimacy compliance - firm goal achievement relationships.

H22a Internal audit learning will positively moderate the internal audit process

openness - internal audit reliability relationships.
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Table 2: Summary of Hypothesized Relationships (Continued)

Hypothesis Description of Hypothesized Relationships

H22b Internal audit learning will positively moderate the internal audit process
openness - internal audit quality relationships.

H22c Internal audit learning will positively moderate the internal audit process
openness - internal audit usefulness relationships.

H22d Internal audit learning will positively moderate the internal audit process
openness - information value relationships.

H22e Internal audit learning will positively moderate the internal audit process
openness — best decision-making relationships.

H22f Internal audit learning will positively moderate the internal audit process
openness - firm goal achievement relationships.

H23a Internal audit learning will positively moderate the internal audit method
trust - internal audit reliability relationships.

H23b Internal audit learning will positively moderate the internal audit method
trust - internal audit quality relationships.

H23c Internal audit learning will positively moderate the internal audit method
trust - internal audit usefulness relationships.

H23d Internal audit learning will positively moderate the internal audit method
trust - information value relationships.

H23e Internal audit learning will positively moderate the internal audit method
trust — best decision-making relationships.

H23f Internal audit learning will positively moderate the internal audit method
trust - firm goal achievement relationships.

H24a Internal audit learning will positively moderate the internal audit practice
clarity - internal audit reliability relationships.

H24b Internal audit learning will positively moderate the internal audit practice
clarity - internal audit quality relationships.

H24c Internal audit learning will positively moderate the internal audit practice

clarity - internal audit usefulness relationships.
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CHAPTER I1I

RESEARCH METHODS

The previous chapter provides a theoretical foundation, a literature review and
a conceptual framework of internal audit transparency and the hypotheses development.
This chapter illustrates the research methods which are organized as follows. Firstly,
the population and sample selection are described. Secondly, the data collection
procedures explained. Thirdly, the variable measurements are developed. Fourthly, the
method of the research, including the test of instrumental validity and reliability and the
statistical analyses is explained. Finally, the table of the definitions and the operational

variables are presented.

Population and Sample Selection

The population of this research is the financial businesses in Thailand because
the businesses have high risk of business operations (Ninlaphay and Ussahawanitchakit,
2012). Also, the financial and banking system are based on trust rather than on any
other argument (Mihdilescu and Ducu, 2011). In addition, the political unrest in
Thailand has affected the economy. Therefore, the businesses find it necessary to have
an effective internal audit transparency so as to control and reduce risks that may occur.
Financial businesses in Thailand consist of 238 firms divided into two categories,
including financial institutions and insurance companies. There are 12 types of financial
institutions including Thai commercial banks, retail banks, subsidiaries, foreign bank
branches, finance companies, credit fanciers, foreign bank representatives, assets
management companies (AMC), specialized financial institutions, Thai asset
management corporations (TAMC), credit card companies and personal loan
companies. The insurance company is divided into two categories, including life
insurance and non-life insurance. The database in this research is drawn from the Bank
of Thailand on its website: http://www.bot.or.th and the Office of Insurance
Commission on its website: http://www.oic.or.th., as of January 11, 2014. Internal audit

directors or internal audit managers are chosen as key participants because they are
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directly responsible for monitoring and evaluating the adequacy and effectiveness of the
internal audit in the firms. All 238 financial firms were chosen from the database list
and they were all subsequently selected as the sample size.

According to Krejcie and Morgan (1970), the required sample size in this

research 1s determined by the formula as follows:

S = [¥’NP(1-P)] / [d*(N-1) + %’P(1-P)]
S = required sample size
¥* = the table value of chi-square for one degree of freedom at the

desired confidence level (3.841)

N = the population size

P = the population proportion (assumed to be 0.50 since this would
provide the maximum sample size)

d = the degree of accuracy expressed as a proportion (0.05)

Following to the above formula, the required sample size of this research is

calculated as follows:

S = 3.841(238)(0.5)(1-0.5)
(0.05)% (238-1) + 3.841(0.50)(1-0.50)
S = 147

Based on the formula for determining sample size with 95% confidentiality and
a population of 238 financial businesses, a sample size of 147 would be needed to
represent the population.

However, a 20% response rate from mail surveys, without an appropriate
follow-up procedure is sufficient (Aaker, Kumar and Day, 2001). In addition, some
studies with a low response rate, as low as 20%, are able to produce precise results
(Morton et al., 2012). To determine the sample size for the initial mail survey, the
following shows the procedure of calculation:

The required respondents as a 20% response rate = 147

Thus, the sample size as a 100% = [147x 100] /20 735
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In this research, 147 required respondents are considered as a 20% response
rate, thus the sample size for the mail survey should equal 735. Nevertheless, the
number of financial business populations was only 238 firms. Thus, it was necessary to

determine the 238 population as the sample size for the mail survey in this research.

Data Collection Procedure

A mail survey was used to collect the data. Internal audit directors or internal
audit managers are selected as the key informants, as they were expected to have the
best knowledge of internal audit transparency of their organization. An appropriate
instrument for data collection is a questionnaire, as this tool allows contact with
inaccessible respondents (e.g., internal audit directors or internal audit managers), has
the lowest-cost option and has expanded geographic coverage (Cooper and Schindler,
2008). The initial mailing is directly sent by postto the internal audit director or internal
audit managerof Thai financial businesses. To increase the initial response rate, a brief
cover letter is signed by people with prestigious titles. Furthermore, a stamped return
envelope is accompanied with each mail questionnaire. Therefore, each participant will
be mailed an initial mailing package which includes a cover letter, questionnaire and
postage-paid return envelopes. However, the major problem of a mail survey is the low
response rate which can result in a nonresponse bias (Dillman, 1991; Fox, Robinson
and Boardley, 1998).The ways of defense against nonresponse bias are the
maximization of the response rate and an estimate of possible nonresponse bias (Larson
and Chow, 2003). Follow-up mailing is one of many techniques for improving the
response rate (Dillman, 1991; Larsona and Chow, 2003).

The questionnaireis developed based on prior research and theory. It includes
seven parts. Part one asks for personal information of the informant such as gender, age,
education, working experience and working position. Part two includes questions of the
general information and history of the business such as total assets, number of
employees and firm age. Part three involves evaluating each construct in the conceptual
model. In part three, the questions relate to the measurement of internal audit

transparency, including internal audit legitimacy compliance, internal audit process
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openness, internal audit method trust, internal audit practice clarity and internal audit
communication visibility. In part four, the dependent variable, firm goal achievement
and the consequences of internal audit transparency (including internal audit reliability,
internal audit quality, internal audit usefulness, information value and best decision-
making) are questioned. In part five, internal factors, including governance awareness,
internal audit professional, internal audit ethics, morality climate and internal audit
learning are measured. For part six, regulation force and environmental uncertainty, as
external factors, are measured. Finally, an open-ended question asking for the
informant’s suggestions and opinions is included in part seven. The information
acquired from the open-ended answer is useful. It can be used to support these research
results in situations where there is no previous evidence or is not accompanied by a

research report for internal audit contribution.

Table 3: The Details of Questionnaire Mailing

Details Numbers
Questionnaire Mailing 238
Returned Questionnaire 5
Successful Questionnaire Mailing 233
Usable Questionnaire 81
Response Rate (81/233) x 100 34.76%

The questionnaires were directly distributed to 238 financial institutions, the
usable questionnaires included 81 responses. Hence, the response rate is 34.76 percent.
According to Aaker et al. (2001), the effective response rate for a mail survey without
an appropriate follow-up procedure, should be more than 20 percent. Therefore, the
response rate of this research was considered acceptable. The details of the
questionnaire sending and the calculated response rate were presented as shown in

Table 3.
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Test of Non-Response Bias

A mail survey has to be concerned with a non-response biased problem. The
maximization of response rate can avert non-response bias (Larson and Chow, 2003).
However, Armstrong and Oventon (1977) argue that it is increasing the rate of return
becomes more difficult, expensive and takes too much time. Then, the estimate of the
non-response bias could provide the acceptance of results at a lower rate of return. This
research verifies the possibility of a non-response bias that shows the difference
between the respondents and non-respondents. A t-test comparison of the demographic
information of the firm such as the type of the firm, amount of capital, total assets of the
firm and the age of the firm between early and late respondents, is used to check the
problem of non-response bias. When the results of the t-test show no significant
difference between early and late groups, it can imply that there is no non-response bias
problem (Armstrong and Oventon, 1977). After verification and finding no problem of
non-response bias, this research is able to analyze the statistical results for hypotheses
testing.

Table 1B shows the results of non-response bias testing. There are no
significant differences between the early and lately responses. Thus, it can be concluded
there are no significant differences between responses and non-responses. These results
imply that the responses in this research can be regarded as the representative of the

whole selected samples.

Measurements

The procedure of measurement development involves the development of
multiple-itemsfor measuring each construct in the conceptual model. All constructs are
transformed to the operational variables by the adaptation or development from the
relevant literature. All variables are measured by a multiple-items scale. The items are
designed on a five-point Likert scale, ranging from 1 (strongly disagree) to 5 (strongly
agree). Table 5 provides the definition of each construct, the operational variables, the
scale source and a sample of the questions. The variable measurements of the
dependent, independent, mediating, antecedent, moderating and control variables in this

research are elaborated as follows.
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Dependent Variable

Firm Goal Achievement

Firm goal achievement refers to the operational outcome that shows
performance of firms, both financial and non-financial, that arises from an ability of
firms which are properly operated to achieve their goals. It is measured by the firm to be
able to create opportunity consistent with increasing profitability, growth rate and
market share. This construct is adapted from Sampattikorn and Ussahawanitchakit

(2012), including five-items.

Independent Variables

The independent variable is internal audit transparency. It is a key construct of
this research which includes the following: internal audit legitimacy compliance,
internal audit process openness, internal audit method trust, internal audit practice
clarity and internal audit communication visibility. These five dimensions reflect the
internal audit transparency.

Internal Audit Legitimacy Compliance

Internal audit legitimacy compliance refers to the ability of firms to utilize
internal audit standards or relevant laws which lead to perform appropriate internal
audit work. It is measured by the acceptance and implementation of professional
standards and regulations.This construct is measured by four-items developed as a new
scale from its definition and literature.

Internal Audit Process Openness

Internal audit process openness refers to the ability of firms to prepare and
formulate audit plans for which internal auditors must identify and document sufticient
information (e.g., audit scope and objectives, risks and controls, audit duration,
resources necessary for the performance of the auditing, etc.) to achieve the objectives
in audit program and audit working papers in a consistent standardized and regulatory
manner and which must be disclosed. It is measured by the capacity to perform an audit
plan, disclosing and covering all of the operational activities of the firm. This construct

is measured by five-items developed as a new scale from its definition and literature.

=7 Mahasarakham University



108

Internal Audit Method Trust

Internal audit method trust refers to the ability of firms to prepare and
formulate audit programs for which internal auditors must identify and document
sufficient information (e.g., specific objectives and instructions, sample size and items
to select, identification of audit procedures, dates, expected completion times,
manpower and places for audit. etc.) to achieve the objectives in audit working papers
in a consistent, standardized and regulatory manner; and it must be seen to maintain
integrity and independence in the internal audit performance. It is measured by the
capacity to perform an audit program that maintains integrity and independence in
internal audit performance.This construct is measured by five-items developed as a new
scale from its definition and literature.

Internal Audit Practice Clarity

Internal audit practice clarity refers to the ability of firms to perform the task
identified in the audit program for which internal auditors must document working
papers in a consistent, standardized and regulatory manner; and it must be organized,
clear and comprehensive. It is measured by the capacity to perform a task that is
organized, clear and comprehensive. This construct is measured by five-items
developed as a new scale from its definition and literature.

Internal Audit Communication Visibility

Internal audit communication visibility refers to the ability of firms to
convey the audit outcomes which internal auditors conduct throughout the period of
fieldwork in a consistent, standardized and regulatory manner; and must not filter nor
keep emotional uncertainly from creating more positive actions. It is measured by the
capability to convey the audit outcomes that are not filtered. This construct is measured

by five-items developed as a new scale from its definition and literature.

Mediating Variables

Internal Audit Reliability
Internal audit reliability refers to the ability of firms to perform the internal
audit service independently, clearly and completely by achieving information without

error or bias. It is measured by the capacity to perform the audit service independently,
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clearly and completely. This construct is measured by four-items developed as a new
scale from its definition and literature.

Internal Audit Quality

Internal audit quality refers to the ability of firms to efficiently perform the
internal audit which is properly executed and communicated by achieving the objectives
and goals of internal audit to add value and improve an organization’s operations. It is
measured by the capacity to properly perform audit practices and outcomes. This
construct is measured by four-items developed as a new scale from its definition and
literature.

Internal Audit Usefulness

Internal audit usefulness refers to the ability of firms to perform internal
audit operational information which all users can use for correct and timely decision-
making. It is measured by the capacity to perform internal audit operational information
which all users can use for correct and timely decision-making. This construct is
measured by four-items developed as a new scale from its definition and literature.

Information Value

Information value refers to the utility of information which all users can use
for correctly and timely decision-making. This construct is measured by four-items
developed as a new scale from its definition and literature.

Best Decision-Making

Best decision-making refers to the best choice between many alternative
ways to help a company achieve its objectives or goal set in a correct and timely
manner. This construct is adapted from Ninlaphay and Ussahawanitchakit (2012),

including four-items.

Antecedent Variables

The internal and external factors are treated as the antecedents of internal audit
transparency. The internal factors include governance awareness, internal audit
professional and internal audit ethics. Two external factors are regulation force and
environment uncertainty. The measurement of each variable is discussed in the

following.
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Governance Awareness

Governance awareness refers to the realization in the workplace
environment (formulated from the interaction of employees in an organization) that is
focused and compliant with corporate governance. This construct is measured by four-
items developed as a new scale from its definition and literature.

Internal Audit Professional

Internal audit professional refers to the ability of firms to work with widely -
accepted internal audit standards which are properly planned and executed, achieving
the confidence of internal audit quality. This construct is measured by four-items
developed as a new scale from its definition and literature.

Internal Audit Ethics

Internal audit ethics refers to the ability of firms to work with a widely -
accepted code of internal audit ethics which increases neutrality, free - from - bias
practices and relevant information disclosure. This construct is measured by four-items
developed as a new scale from its definition and literature.

Regulation Force

Regulation force refers to the current regulations that firms must obey and
comply, in order to improve appropriate operational trends. This construct is adapted
from Boonmunewai and Ussahawanitchakit (2010), including four-items.

Environment Uncertainty

Environment uncertainty refers to the relevant characteristics of the business
environment in which technologies, regulations and stakeholder expectations are
evolving. This construct is measured by four-items developed as a new scale from its

definition and literature.

Moderating Variables

Morality Climate

Morality climate refers to the workplace environment that focuses on the
ambiguity people perceive when judging whether behaviors are right or wrong. This
construct is measured by four-items developed as a new scale from its definition and

literature.
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Internal Audit Learning

Internal audit learning refers to the ability of firms in which internal auditors
acquire an intimate knowledge of all the organization’s activities, new technologies and
broaden their organizational capabilities. This construct is measured by four-items

developed as a new scale from its definition and literature.

Control Variables

The control variables of this researchare firm size and firm age which may
affect firm value. Prior research which studies firm value and firm performance has the
control variables, including firm size and firm age (Prempree and Ussahawanitchakit,
2013). Therefore, for the reliability of the results, this research includes firm size and
firm age as control variables to cover all factors which may impact firm value.

Firm Size

Firm size is controlled in this research. Prior study suggest that firm size
might impact firm performance (Sampattikorn and Ussahawanitchakit, 2012). In this
research, firm size is chosen as a control variable which is defined as total assets of the
firm invested. It is a dummy variable in which 0 is a firm with total assets lower than
10,000,000,000 baht and 1 is a firm with total assets more than or equal to
10,000,000,000 baht.

Firm Age

This research controls firm age. Coad, Segarra and Teruel (2013) find
evidence indicating that firms get better with age and steadily increase levels of
productivity, higher profits, larger size and higher equity ratios. The questions in the
questionnaire, regarding of the requirement for the number of operational years are
divided into dummy variables for which 0 means a firm has been in business less than

or equal 15 years and 1 means firm has been in business more than 15 years.
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Methods

The measurement of the construct in the conceptual model is developed as a
new scale.To evaluate the appropriateness of the questionnaire, validity and reliability
are the criteria use for assessing the characteristics of a good instrument. These are the
reasons for pretesting the individual questions and questionnaires: to increase
participant interest; to discover content, wording and sequencing problems; and to
explore the ways to improve the overall quality of the questionnaires (Cooper and
Schindler, 2008). To pretest the appropriateness of the instrument, this research
evaluates the validity of the questionnaire by content validity verification for
improvement before being used to collect the data. Thereafter, the questionnaire is
revised to become a more effective instrument. In addition, the first thirty
respondentsare used to test construct validity and reliability by factor analysis and
Cronbach’s alpha, respectively. However, these first thirty respondents are incorporated

into the final data analysis. The validity and reliability testing are elaborated as follows.

Validity and Reliability
Validity

Validity is the extent of a scale or set of measures that actually measures
what it wishes to measure, or accurately represents the concept of interest (Cooper and
Schindler, 2008; Hair et al., 2010). This research tests internal validity, including
content validity and construct validity.

Content Validity

The content validity of an instrument is the measuring instrument that
adequately covers the topics that have been defined as the relevant dimensions of the
study (Cooper and Schindler, 2008). Content validity is assessed by judgment. It
assesses the connection between the individual items and the concept (Hair et al.,
2010). To conduct the content validity, the instrument designer may carefully define the
construct by more reviews of the literature and carefully develop the items.
Furthermore, to assess the content validity by academic experts who specialize in the
related area, they review and judge to ensure that the questionnaire appropriately and

sufficiently covers the content of all constructs (Cooper and Schindler, 2008). In this
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research, content validity is evaluated by two academic experts and thereafter, the
questionnaire is adjusted following the suggestions of the experts, to create an effective
instrument.

Construct Validity

Construct validity is the extent of measured items set which actually reflects
the theoretical latent construct of those items that they are designed to measure. It is
used to test whether items chosen for a particular construct are valid. The exploratory
factor analysis (EFA) is used to test the validity of the instrument to confirm that a
measure or set of measures accurately represents the concept. EFA is used to reduce the
number of factors into a smaller set of single constructs or a high potential to inflate the
component loadings. Furthermore, confirmatory factor analysis (CFA) is used to test the
construct validity developed from prior research (Reid, 2005; Duff, 2009). Items are
used to measure each construct that was extracted to be only one principle component.
To assess construct validity, convergent and discriminant validity can be used (Hair
et al., 2010). Convergent validity involves the item as the indicator of a specific
construct highly correlated with the item that is designed to measure the same construct.
On — the other hand, discriminant validity is the extent to which a construct is really
distinct from other constructs. A factor loading of 0.40 is minimally acceptable, but a
value greater than 0.50 is generally considered necessary forpracticality (Hair et al.,
2010).This research tests the instrument validity by construct validity testing to ensure
that a set of measures accurately reflects the concept of study.

Reliability

Reliability is the degree of consistency between multiple measurements of a
variable. Internal consistency is commonly used to measure reliability. Due to the fact
that no single item is a perfect measure of a concept, the rationale of internal
consistency is that all individual items measuring the same construct should reflect the
same underlying construct and be highly inter-correlated (Cooper and Schindler, 2008).
To assess internal consistency, Cronbach’s alpha is the most broadly — used. It is
generally agree upon that the adequacy of Cronbach’s alpha is equal to or higher than
0.70 (Kline, 2005). Thus, the reliability of all constructs in this research is tested by
Cronbach’s alpha and Cronbach’s alpha of equal to or higher than 0.70 is acceptable.
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Table 4: Results of Measure Validation and Reliability (n=30)

Variables Factor Loading Cronbach’s Alpha
Internal Audit Legitimacy Compliance 0.727-0.900 0.864
Internal Audit Process Openness 0.611-0.906 0.887
Internal Audit Method Trust 0.830-0.927 0.935
Internal Audit Practice Clarity 0.749-0.903 0.900
Internal Audit Communication Visibility 0.848-0.914 0.925
Internal Audit Reliability 0.826-0.914 0.902
Internal Audit Quality 0.874-0.932 0.921
Internal Audit Usefulness 0.883-0.920 0.922
Information Value 0.813-0.874 0.865
Best Decision-Making 0.864-0.930 0.915
Firm Goal Achievement 0.855-0.933 0.938
Morality Climate 0.740-0.942 0.883
Internal Audit Learning 0.810-0.914 0.883
Governance Awareness 0.730-0.933 0.859
Internal Audit Professional 0.797-0.925 0.913
Internal Audit Ethics 0.858-0.898 0.900
Regulation Force 0.808-0.872 0.867
Environment Uncertainty 0.843-0.929 0.913

Table 4 presents the factor loadings of all variables in the research model. All

variables are loaded in only one factor. The value of the factor loadings are between

0.611-0.942 which is greater than 0.4 as recommended by Hair et al. (2010).

The results of the Cronbach’s alpha coefficient of variables in the pretest

present that the variables have an alpha coefficient higher than 0.70 as recommended by

Kline (2005).They have values ranging from 0.859-0.938.Thus, after the pretest, all

questions remained in the questionnaire, with a total of 77 items to be used for

collecting the data.
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Statistics
Several statistical techniques are used in this research, including descriptive

statistics, correlation analysis and regression analysis. These terms are fully discussed
are follows.

Descriptive statistics

Descriptive statistics include frequency, mean and standard deviation which
are used to summarize and describe the basic feature of the data in this research.
Frequency is deployed to show the distribution for every range of value for a variable.
To describe a central tendency, mean is used to estimate the center of a distribution of
values. Standard deviation is employed to understand the spread of the values around
the central tendency for the variable.

Correlation Analysis

Correlation analysis is used to test the correlation among all variables for
preliminary analysis. The results of testing indicate all the correlations between the
independent variables and the dependent variable. The correlation matrix reveals that
each independent variable has the bivariate correlation with the dependent variable
(Hair et al., 2010). This demonstrates the primary relationship between the independent
and dependent variables that provide the expectation about the ability of the
independent variable to explain the variance of the dependent variable in the stage of
regression analysis. To interpret the independent variable relationship with dependent
variable, the bivariate correlation coefficient should be statistically significant.
Furthermore, the correlation matrix for the independent variables indicates collinearity,
which is represented by the bivariate correlations coefficient of 0.80 and higher. Also
collinearity may be caused by a multicollinearity problem (Hair et al., 2010). To assess
the bivariate correlation of two variables, Pearson’s correlation can be used.

Regression Analysis

Regression analysis is used to predict a single dependent variable from the
knowledge of one or more independent variables (Kutner, Nachtsheim and Nether,
2008). There is wide used of regression analysis, particularly for solving business
research problems. This research deploys multiple regressions which is appropriate to

investigate the relationship between a single dependent variable and a set of
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independent variables. Multiple regressions are appropriate for two classes of research
problems: prediction and explanation (Hair et al., 2010).

All hypotheses of this research are transformed into 24 equations. Each
equation consists of the main variables related to the hypotheses testing as described in
the previous chapter. In addition, the two control variables of firm size and firm age are
included in each of those equations for hypotheses testing as follows.

To examine the relationships between the five dimensions of internal audit

transparency and internal audit reliability, equation 1 is presented as follows:

Equation 1: IAR = a; + BIALC + [APO + BAMT + BAPC +
ﬂ5ACV+ﬂ6[AQ+ ﬂ7FS + ﬂgFA + &

The relationships between the five dimensions of internal audit transparency

and internal audit quality are investigated by equation 2 which is shown as follows:

Equation 2: IAQ = + ﬂgALC + ﬂloAPO+ﬂ]]AMT+ ﬂ]gAPC+
ﬂ13ACV+ﬁ14FS + ﬂ15FA + &

The five dimensions of internal audit transparency and internal audit
usefulness are investigated with their relationships by equation 3 which is demonstrated

as follows:

Equation 3: JAU = oz + ﬂ]gALC‘i‘ ﬂ]7APO +ﬂ]8AMT+ ﬂ]gAPC+
ﬁgoACV+ ﬂg][AQ‘i‘ﬂggFS + ﬁ23FA + &

To explore the relationships between the five dimensions of internal audit

transparency and information value, equation 4 is presented as follows:

Equation 4: IV = oy + ﬂ24ALC+ ﬂg_sAPO +ﬂ26AMT+ ﬂ27APC+
ﬂggACV‘i‘ ﬂggFS + ﬂ30FA + &
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To explore the relationships between the five dimensions of internal audit

transparency and best decision-making, equation 5 is presented as follows:

Equation 5:BDM = as + ﬂ31 ALC + ﬂ32APO +ﬂ33AMT+ ﬂ34APC+
ﬂ35ACV+ﬁ36FS +ﬂ37FA + &5

The impact of internal audit legitimacy compliance, internal audit process
openness, internal audit method trust, internal audit practice clarity, internal audit
communication visibility information value and best decision-making on firm goal

achievement are verified by equation 6 as follows:

Equation 6: FGA = as + ﬂ38ALC+ ﬂ39APO +ﬂ40AMT+ ﬂ4[ APC +
ﬂ42ACV+ﬂ43IV +ﬂ44BDM + ﬂ45FS + ﬂ46FA + &

The impact of internal audit reliability, internal audit quality and internal

audit usefulness on information value is verified by equation 7 as follows:

Equation 7: IV = a; + ﬂ47 IAR + ﬂ48 IAQ +ﬂ49 IAU + ﬂ_soFS + ﬂ_s]FA

The impact of internal audit reliability, internal audit quality, internal audit
usefulness and information value on best decision-making are verified by equation 8 as

follows:

Equation 8: BDM = s + ﬂ52 IAR + ﬂ53 IAQ + ﬂ54 14U + ﬂ55 v+
ﬂ56FS + ﬂ57FA + &

To examine the influence of the five antecedents including governance
awareness, internal audit professional, internal audit ethics, regulation force and
environment uncertainty on the five dimensions of internal audit transparency,

equations 9 to 13 are presented as follows:
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Equation 9: ALC = Q9 + ﬂ_sg GA + ﬂ59 IAP + ﬂgo IAE + ﬂg] RF +
ﬂgg EU + ﬁ63FS + ﬂ64FA + &

Equation 10: APO = A + ﬂ65 GA + ﬂgg IAP +ﬂ67 IAE + ﬂgg RF +
ﬂggEU—l- ﬂ70FS + ﬂ71FA + &0

Equation 11: AMT = oy; + ﬂ72 GA + ﬂ73 IAP + ﬂ74 IAE + ﬂ75 RF +
ﬂ76EU+ ﬂ77FS + ﬂ78FA + &7

Equation 12: APC = q;p + ﬂ79 GA + ﬂgo IAP “rﬂg] IAE + ﬂgg RF +
ﬂg_gEU—l- ﬂ84FS + ﬂ85FA + &

Equation 13: ACV = a;; + ﬂgé GA + ﬂ87 IAP +ﬂ88 IAE + ﬂgg RF +
ﬂgoEU—l- ﬂg[FS + ﬂggFA + &3

The moderating effect of morality climate on the relationships among
governance awareness, internal audit professional, internal audit ethics, regulation force
and environment uncertainty and the five dimensions of internal audit transparency are

tested by equations 14 to 18 as shown below.

Equation 14: ALC = ajy + ﬂ93 GA + ﬂ94 IAP +ﬂ95 IAE + ﬂgg RF +
Bor EU+ BosMC + Boo(GA*MC) + Broo(IAP*MC) +B1o1(IAE*MC) + Byos(RF*MC)
+ Bios(EUMC) +BipsF'S + ProsFA + &4

Equation 15: APO = ajs + ﬂ]og GA + ﬂ]07lAP +ﬂ108 IAE + ﬂ]09 RF +
BinEU + BiuMC + Brs(GA*MC) + Bis(IAP*MC) +By14(IAE*MC) +
Biis(RE*MC) + Biis(EU*MC) +117FS + PrsFA + &5

Equation 16: AMT = a5 + Bi19 GA + Bioo IAP + Bio; IAE + B2 RF +
BisEU + B12yMC + B1os(GA*MC) +P126(IAP*MC) +B127(IAE*MC) + PB12s(RF*MC)
+ Bi2o(EUMC) +Bi3oFS + PrsiFA + &6
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Equation 17: APC = a7 + ﬂ132 G4 + ﬂ133 IAP + ﬂ134 IAE + ﬂ135 RF +
Pi3s EU + B13:MC + Br3s(GA*MC) + Brsg (IAP*MC) +B149(IAE*MC) +
Biai(RE*MC) + Bipo(EUMC) + BisES + BrabA + &7

Equation 18: ACV = as + ﬂ]45 G4 + ﬂ146 IAP + ﬂ]47 IAFE + ﬂ148 RF +
BisoEU + BisoMC + Bisi(GA*MC) + Bis:(IAP*MC) +Bs3s(IAE*MC) + PBisyRF*MC)
+ Biss(EU*MC) +BissFS + BisiFA + s

The moderating effect of internal audit learning on the relationships among
internal audit legitimacy compliance, internal audit process openness, internal audit
method trust, internal audit practice clarity and internal audit communication visibility;

and internal audit reliability are tested by equations 19 as shown below.

Equation 19: IAR = A + ﬂ]_sg ALC + ﬂ159 APO + ﬂ]go AMT + ﬂ]g] APC
+ Bis2 ACV + BiIAL + Bisso(ALC *IAL) + Biss(APO *IAL) + Brss(AMT *IAL) +
ﬂ]67(APC *IAL) + ﬂ]gg(ACV *IAL) +ﬂ]69FS + ﬂ]70FA + &9

The moderating effect of internal audit learning on the relationships among
internal audit legitimacy compliance, internal audit process openness, internal audit
method trust, internal audit practice clarity and internal audit communication visibility;

and internal audit quality are tested by equations 20 as shown below.

Equation 20: IAQ =y T ﬂ]7]ALC + ﬂ]72 APO + ﬂ]73 AMT + ﬂ]74 APC
+ B175s ACV + BrrslAL + Bi177(ALC *IAL) + B17s(APO *IAL) + B179(AMT *IAL) +
ﬁ]go(APC *IAL) + ﬂ]g](ACV *IAL) “rﬁ]ggFS + ﬁ]ggFA + &9

The moderating effect of internal audit learning on the relationships among
internal audit legitimacy compliance, internal audit process openness, internal audit
method trust, internal audit practice clarity and internal audit communication visibility;

and internal audit usefulness are tested by equations 21 as shown below.
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Equation 21: AU = oy + ﬂ184 ALC + ﬂ]g_s APO + ﬂ]86AMT+ ﬂ]87APC
+ Brss ACV + BisolAL + Broo(ALC *IAL) + Broi(APO *IAL) + Bros(AMT *IAL) +
ﬂ]93(APC *IAL) +ﬂ]94(ACV *IAL) +ﬂ]95FS + ﬂ]ggFA + &y

The moderating effect of internal audit learning on the relationships among
internal audit legitimacy compliance, internal audit process openness, internal audit
method trust, internal audit practice clarity and internal audit communication visibility;

and information value are tested by equations 22 as shown below.

Equation 22:1V = ) + ﬂ]97 ALC + ﬂ]gg APO + ﬂ]ggAMT + ﬂgoo APC +
Booi ACV + BogslAL + Boos(ALC *IAL) + Bops(APO *IAL) + Bops(AMT *IAL) +
ﬂgog(APC *IAL) + ﬂ207(ACV *IAL) +ﬂ208FS + ﬂ209FA + &

The moderating effect of internal audit learning on the relationships among
internal audit legitimacy compliance, internal audit process openness, internal audit
method trust, internal audit practice clarity and internal audit communication visibility;

and best decision-making are tested by equations 23 as shown below.

Equation 23: BDM = o3 + ﬂg[oALC + ﬂg[]APO + ﬂg[gAMT+ ﬂ213 APC
+ ﬂ2]4 ACV + ﬂ2]5IAL + ﬂ2]6(ALC *IAL) + ﬂg[7(APO *IAL) +ﬂ2]8(AMT *IAL) +
ﬂg]g(APC *IAL) +ﬂ220(ACV *IAL) +ﬂ22]FS + ﬂgggFA + &3

The moderating effect of internal audit learning on the relationships among
internal audit legitimacy compliance, internal audit process openness, internal audit
method trust, internal audit practice clarity and internal audit communication visibility;

and firm goal achievement are tested by equations 24 as shown below.

Equation 24: FGA = Oy + ﬂ223 ALC + ﬂ224 APO + ﬂ225AMT+ ﬂgggAPC
+ Bozr ACV + BossIAL + Boro(ALC *IAL) + PBoso(APO *IAL) + PBo3i(AMT *IAL) +
ﬂ232(APC *IAL) + ﬂ233(ACV *IAL) +ﬂ234FS + ﬂ235FA + &y
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Where:

ALC

Internal audit legitimacy compliance
APO = Internal audit process openness

AMT = Internal audit method trust

APC = Internal audit practice clarity

ACV = Internal audit communication visibility

IAR = Internal audit reliability

IAQ = Internal audit quality
IAU

Internal audit usefulness
IV = Information value

BDM = Best decision-making
FGA = Firm goal achievement
GA = Governance awareness
IAP = Internal audit professional
IAE = Internal audit ethics

RF = Regulation force

EU = Environmental uncertainty
MC = Morality climate

IAL = Internal audit learning
FS = Firm size

FA = Firm age

o, = Intercept — value of Y in the regression equation when the

independent variable is equal zero

Bn= Regression coefficient — the amount of change in the dependent

variable for a one-unit change in the independent variable

Summary

en= Residual — error in predicting the research sample data

This chapter provides the details of the research methods, including the

population and sample selection, the data collection procedure, the measurement of all

construct variables, the method including the validity and reliability testing of the
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instrument and the statistical analyses. Finally, Table 5 summarizes the definitions of
the constructs, the operational variables, the scale source and the sample questions and

items. The next chapter describes the statistical results and the discussion of the results.
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Table S: Definitions and Operational Variables of Constructs

Construct

Definition

Operational Variables

Scale Source

Sample Question

Independent Variables

Internal audit transparency

Internal audit legitimacy

compliance (ALC) the ability of firms to utilize internal compliance with internal audit New scale Firm emphases to internal
audit standards or relevant laws which standards or relevant laws, perform audit practices with tracking
lead to perform appropriate internal audit | appropriate internal audit work of new professional standard
work and regulation to improve the
for appropriate internal audit
practices.
Internal audit process openness | the ability of firms to prepare and planning to achieve the objectives in New scale Firm focuses on disclose the

(APO)

formulate audit plans for which internal
auditors must identify and document
sufficient information (e.g., audit scope
and objectives, risks and controls, audit
duration, resources necessary for the
performance of the auditing etc.) to
achieve the objectives in audit program
and audit working papers in a consistent
standardized and regulatory manner and

which must be disclosed

audit program and audit working
papers in a consistent standardized and
regulatory manner and must be

disclosed

internal audit plan for the
stakeholders to gain an

acceptable and reliable result.
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Table S: Definitions and Operational Variables of Constructs

Construct

Definition

Operational Variables

Scale Source

Sample Question

Independent Variables

Internal audit transparency

Internal audit method trust
(AMT)

the ability of firms to prepare and
formulate audit programs for which
internal auditors must identify and
document sufficient information (e.g.,
specific objectives and instructions,
sample size and items to select,
identification of audit procedures, dates,
expected completion times, manpower and
places for audit etc.) to achieve the
objectives in audit working papers in a
consistent, standardized and regulatory
manner; and it must be seen to maintain
integrity and independence in the internal

audit performance

planning to achieve the objectives in
audit working papers in a consistent
standardized and regulatory manner
and must be seen to maintain integrity
and independence in internal audit

performance

New scale

Firm believes that the audit
program can help to control
audit work honestly,
independently and
completely and be acceptable
and reliable from

stakeholders.
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Table S: Definitions and Operational Variables of Constructs

Construct

Definition

Operational Variables

Scale Source

Sample Question

Independent Variables

Internal audit transparency

Internal audit practice

clarity (APC) the ability of firms to perform the task auditing and documenting to achieve New scale Firm focuses on internal audit
identified in the audit program for which working papers in a consistent practices that follow with
internal auditors must document working standardized and regulatory manner professional standard and
papers in a consistent, standardized and and must be organized, clear and regulation that lead to
regulatory manner; and it must be comprehensive organized and clear work.
organized, clear and comprehensive

Internal audit the ability of firms to convey the audit conveying audit outcomes in a New scale Firm emphases to

communication visibility

(ACV)

outcomes which internal auditors conduct
throughout the period of fieldwork in a
consistent, standardized and regulatory
manner; and must not filter nor keep
emotional uncertainly from creating more

positive actions

consistent standardized and regulatory
manner and must not filter and keep
emotional certainly from creating more

positive actions

communicate audit outcomes

to stakeholders as frankly.
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Table S: Definitions and Operational Variables of Constructs

Construct

Definition

Operational Variables

Scale Source

Sample Question

Mediating Variables
Internal audit reliability

(IAR)

the ability of firms to perform the internal
audit service independently, clearly and
completely by achieving information

without error or bias

performing the internal audit service
independently, clearly and completely
by achieves information without error

and bias

New scale

Firm can perform internal
audit work clearly and
completely cause to acquire

audit outcomes that are

neutrality and free from bias.

Internal audit quality

(IAQ)

the ability of firms to efficiently perform
the internal audit which is properly
executed and communicated by achieving
the objectives and goals of internal audit to
add value and improve an organization’s

operations

performing efficiency of internal audit
to achieve the objective and goals of
internal audit to add value and improve

an organization’s operations

New scale

Firm enables to achieve the
objective and goals of

internal audit as well.

Internal audit usefulness

(1AU)

the ability of firms to perform internal
audit operational information which all
users can use for correct and timely

decision - making

perform internal audit operational
information which all users can used
for decision making correctly and

timely

New scale

Internal audit supports the
collection of all information
relevant to the decision of
stakeholders to use
information quickly and

timely.
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Table S: Definitions and Operational Variables of Constructs

Construct Definition Operational Variables Scale Source Sample Question
Mediating Variables
Information value (IV) the utility of information which all users presentation information that all users New scale Firm presented the fast and
can use for correctly and timely decision - | can use for decision making correctly appropriate information
making and timely which respond stakeholder’s
requirement timely.
Best decision - making the best choice between many alternative analysis and design alternative, to Ninlaphay and Firm has judgment and
(BDM) ways to help a company achieve its comparative the benefits of each Ussahawanitchakit, | considers systems in all
objectives or goal set in a correct and alternative and choosing the best 2012 issues that are important for

timely manner

alternative

business operations.

Dependent Variable

Firm goal achievement

the operational outcome that shows

stability improvement of financial

Sampattikorn and

Firm has the growth rate or

(FGA) performance of firms, both financial and performance and market share Ussahawanitchakit, | market share increasingly.
non-financial, that arises from an ability of 2012
firms which are properly operated to
achieve their goals
Antecedent Variables
Governance awareness the realization in the workplace focusing on corporate governance New scale Firm believes that corporate

(GA)

environment (formulated from the
interaction of employees in an
organization) that is focused and compliant

with corporate governance

governance can drive an
organization to enhance the

firm performance.
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Table S: Definitions and Operational Variables of Constructs

Construct

Definition

Operational Variables

Scale Source

Sample Question

Antecedent Variables

Internal audit the ability of firms to work with widely - performing work follows internal New scale Firm focuses on complying

professional (IAP) accepted internal audit standards which are | audit standards which are properly professional standard that
properly planned and executed, achieving planned and executed by achieves the help internal audit achieve
the confidence of internal audit quality confident of internal audit quality completely audit plan.

Internal audit ethics the ability of firms to work with a widely - | performing work followsa code of New scale Firm focuses on internal

(IAE)

accepted code of internal audit ethics which
increases neutrality, free - from - bias
practices and relevant information

disclosure

internal audit ethics which leads to
gain neutrality and free from bias
practices and relevant information

disclosure

audit practices that follow
with code of ethics for
neutrality and free from bias

practices.

Regulation force (RF)

the current regulations that firms must obey

obeying and complying the current

Boonmunewai and

Many current regulations

and comply, in order to improve regulations to improve appropriate Ussahawanitchakit, | have an effect on
appropriate operational trends operational trend 2010 improvement operational
appropriate of firm.
Environmental the relevant characteristics of the business relevant characteristics of the business New scale Information technology

uncertainty ( EU)

environment in which technologies,
regulations and stakeholder expectations

are evolving

environment in which technologies,
regulations and stakeholder

expectations are evolving

rapidly changes impact firm
to develop new strategy to

maintain market share.
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Table S: Definitions and Operational Variables of Constructs

Construct Definition Operational Variables Scale Source Sample Question
Moderating Variable
Morality climate (MC) the workplace environment that focuses on the workplace environment that New scale Firm supports staffs within
the ambiguity people perceive when judging | focuses on the ambiguity people the organization commitment
whether behaviors are right or wrong perceive when judging whether to moral principle.
behaviors are right or wrong
Internal audit learning the ability of firms in which internal auditors | learning and follow up the New scale Firm focuses on learning and

(IAL)

acquire an intimate knowledge of all the
organization’s activities, new technologies

and broaden their organizational capabilities

organization’s activities, new
technologies and to broaden

organizational capabilities

understanding all activities of
organization in its entirety in
order to get efficient audit

work.

Control Variables
Firm Size (FS)

firms’ total assets

Dummy variable
0 = Total assets < 10,000,000,000 Baht
1 = Total assets = 10,000,000,000 Baht

Firm Age (FA)

the number of years that firm has been

operating

Dummy variable
0 = Listed times < 15years

1 = Listed times >15years
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CHAPTER 1V

RESULTS AND DISCUSSION

The prior chapter describes the research methods which engage the sample
selection and data collection procedure including the population and sample, data
collection, the test of non-response bias and equations. Accordingly, research methods
help to clearly answer the testable hypotheses in order to answer the research objectives
and research questions. In this chapter, the results of the hypotheses testing are revealed.
In addition, this chapter describes respondent characteristics and descriptive statistics as
well. This chapter is organized as follows. Firstly, the respondents’ and firms’
characteristics are presented. Secondly, the hypotheses testing and results are detailed.

Finally, the summary of all hypotheses testing is included in Table 17.

Respondent Characteristics and Descriptive Statistics

In this research, the key respondents are internal audit directors or internal
audit managers who are expected to have the best knowledge of internal audit
transparency of their organization. The respondents and firm demographic
characteristics are shown in Appendix C and D.

Table 1C presents the demographic characteristics of 81 key participants with a
returned mail survey. It shows that 51.85 percent of participants are male and 48.15
percent are female. The age span of the participants is more than 50 years old (38.27
percent). The participants are single (50.62 percent) and married (49.38 percent). For
the educational level, the majority of the key respondents obtained a higher bachelor’s
degree (60.49 percent). In addition, 59.26 percent of the respondents have worked in the
field for more than 15 years. Moreover, most respondents receive an average revenue
per month of more than 90,000 baht (46.91 percent). Finally, the majority of the
respondents have the status of other position (38.27 percent) such as executive director,
assistant vice president and chief financial officer.

Table 1D presents the firm demographic characteristics of 81 respondents. The

results indicate that majority of the type of business is an insurance company (39.51
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percent). Firm respondents have authorized capital less than 1,000,000,000 Baht (43.21
percent). A large amount of total assets of firm respondents is less than 10,000,000,000
Baht (43.21 percent). In addition, the length of time the firm has been in business is
more than 15 years (74.07 percent) and the most of firms have a total of employees
between 100 and 500 (33.33 percent).

Correlation Analysis

The Pearson’s correlation for the bivariate analysis of each variable pair was
conducted in this research. The correlation analysis results showed a multicollinearity
problem and explored the relationships among the variables. Table 6 shows the results
of the correlation analysis of all constructs. The bivariate correlation procedure is
subject to a two-tailed test of statistical significance at 2 levels as p < 0.01 and p < 0.05.

The correlation matrix shows the correlations between two variables and
verifying multicollinearity problems by intercorrelations among the independent
variables. Accordingly, the evidence suggests that they are significantly related among
the five dimensions of internal audit transparency and all constructs between 0.377 -
0.813, p <0.01.The results indicate most of the correlation are less than 0.8 as
recommended by Hair et al. (2010) except the correlation of internal audit practice

clarity on internal audit method trust is 0.813.
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Table 6: Descriptive Statistics and Correlation Matrix of Internal Audit Transparency and all Constructs

Variables | ALC | APO | AMT [ APC [ ACV | IAR | IAQ | IAU IV | BDM | FGA | GA IAP TIAE RF EU MC | IAL FS FA
Mean 4488 [4.183 4203 ([4.267 |4.319 [4.207 |4.093 |3.979 ([4.145 |3.975 (4.017 |4.478 (4.349 |4.337 |4.333 ([4.238 |4.370 [4.253 N/A | N/A
Std. |.503 .555 553 .505 552 649 578  |.600 [.542  [.595 .649 1528 |.631 592 (571 580 |.559  |.583 N/A | N/A
ALC
APO ;590**

AMT [.605%* | 758%*

APC f710** f698** 813%*

ACV  [.677** |.682%* |.616** |.762%*

IAR f527** f624** f641** f747** L655%*

1AQ .¢526** .¢701** .¢665** ;48*** .¢597** .848%*

TIAU f434** f680** f634** 676%* f666** f770** 784%%

v f417** f619** f627** f729** f666** f784** f746** 813%*

BDM .¢377** .¢591** .¢549** .¢619** .¢550** .¢719** .¢684** .¢725** T67*

FGA f445** f609** f612** f675** f555** f720** f741** f690** f764** 844

GA .¢438** .¢398** .¢484** .¢597** .¢477** .¢456** .¢517** .¢403** .¢451** .¢384** 501%*

IAP f664** f565** f559** f715** f764** f713** f614** f518** f611** f581** f675** 544

TIAE  [.634%% | 573%% [ 540%% | 719%* [784%% | 685%* |.598%* [.597** | 691%* [.603** |.670%* [.554** | 870**

RF .¢565** .¢581** .¢588** .¢610** .¢706** .¢535** .¢501** .¢501** .¢512** .¢536** .¢569** .¢432** .¢657** .645%*

EU f589** fSlO** f502** f577** f682** f543** f564** f478** f484** f543** f569** f426** f670** f659** 814%*

MC .¢594** .¢520** .¢555** .¢699** .¢649** .¢587** .¢534** .¢432** .¢633** .¢554** .¢600** .¢491** .¢761** .¢842** .¢625** 632

IAL f514** f533** f502** f638** f649** f578** f542** f458** f558** f516** f606** f516** f713** f724** f667** f710** 127

FS 153 135 249%% 1 235%* (152 164 152 |.167 [.073 216 |.255%* (154 |.147 .075 194 1.079  |.032  [.037
FA 197 1.094  [.023  |-022 [.046 |-029 |.022 [-128 |-.024 [.035 025 |-065 [.071 .003 .087 |.122 ].001 125 |-.061

*#%p<0.01, **p<0.05
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Hypotheses Testing and Results

The ordinary least squares (OLS) regression analysis was conducted in this
research. The regression equation generated is a linear combination of the independent
variables that best explain and predict the dependent variable. Then the OLS is an
appropriate method for examining the hypothesized relationships. Therefore, all
hypotheses in this research were transformed to twenty four equations. Following this
further, there were two dummy variables of firm size and firm age which were
consistent with the data collection including in those equations for testing as follows.

Impacts of Each Dimension of Internal Audit Transparency on Its

Consequential Constructs

The relationships between the internal audit transparency dimension and the
consequential variables, consisting of internal audit legitimacy compliance, internal
audit process openness, internal audit method trust, internal audit practice clarity and
internal audit communication visibility based on Hypotheses 1a-f—5a-f. This research
proposes that internal audit transparency is positively associated with the overall
consequences which include internal audit reliability, internal audit quality, internal
audit usefulness, information value, best decision-making and firm goal achievement.
These hypotheses were analyzed from the regression equation in Models 1-6 according
to Chapter 3.

The correlations among each dimension of internal audit transparency and its
consequences are shown in Table 7. The results show that each dimension of internal
audit transparency consist of internal audit legitimacy compliance, internal audit process
openness, internal audit method trust, internal audit practice clarity and internal audit
communication visibility which are significantly and positively correlated with the
consequential variables. However, these correlations are less than 0.80 as recommended

by Hair et al. (2010).
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Table 7: Correlation Matrix of Internal Audit Transparency on Its Consequences

Variables ALC APO AMT APC ACV IAR T1AQ IAU v BDM FGA FS FA
Mean 4.488 4.183 4.203 4.267 4.319 4.207 4.093 3.979 4.145 3.975 4.017 N/A N/A
Std. .503 555 553 .505 551 .649 578 .600 542 595 .649 N/A N/A
ALC

APO 590

AMT L605#HE | TSR

APC JT10%EE | 08k *E | B 3HHkk

ACV OTTEEE | 682%*E | ploFHE | TE2HH*

IAR S2THEE | 024%*% | p41HHE [ T4THEEE | 655K **

T1AQ S526%FE | JOIREE | 665%FK [ T48HH* SOT7HEE | 848%HE

IAU A34%EE L 680%*E | 034%kk [ QTOFEE | 666*FE | TTOFEE | TR4H*E

v ALT7HEEE L O19%FE | e2THKK [ 7R0FEE | 660*E | TR4HHE [ T4eFEE | gIFHHE

BDM JB77EEE | SO | 540%kk | Q1 OFHEk | S50F*E | FIOFEE | G4HAkE | ToSHAE | JOTHEE

FGA A45%EE 1 609**® | p12%kk [ @7SERE | SSSHEE | FR0FKE | F4LREE | 6QQFFE | Te4Hrx | R4qHeeE

FS 153 135 249%* 235%* 152 .164 152 167 .073 216 255%*

FA 197 .094 .023 -.022 .046 -.029 .022 -.128 -.024 .035 .025 -.061

*#%p<0.01, **p<0.05
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The results of the OLS regression analysis are provided in Table 8
Variance Inflation Factors (VIF) is used to test the intercorrelations among the five
dimensions of internal audit transparency on its consequential constructs. In this case,
the maximum value of VIF is 5.801 which are well below the cut-off value of 10 (Hair

et al., 2010). As a result, the multicollinearity problems should not be a concern.

Table 8: Results of Regression Analysis for the Effects of Each Dimension of

Internal Audit Transparency on Its Consequential Constructs

Independent Dependent Variables *

Variables IAR IAQ IAU v BDM FGA

ALC -0.025 -0.056 -0.156 | -0.333*%** | -(.228* 0.076
(0.088) | (0.111) (0.097) (0.110) (0.132) (0.091)

APO -0.107 | 0.384%** | 0.127 0.159 0.322%%* 0.057
(0.105) | (0.124) (0.115) (0.123) (0.147) (0.099)

AMT 0.060 -0.056 0.111 0.046 -0.060 0.035
(0.114) | (0.143) (0.125) (0.142) (0.171) (0.112)

APC 0.113 | 0.612*** | -0.074 0.613%** | 0.481%* 0.071
(0.136) | (0.156) (0.149) (0.154) (0.186) (0.134)

ACV 0.215%* -0.053 | 0.338*** | 0.303** 0.142 -0.099
(0.098) | (0.123) (0.107) (0.122) (0.147) (0.100)

FS 0.005 -0.023 0.027 -0.194 0.190 0.175
(0.119) | (0.149) (0.130) (0.148) (0.178) (0.121)

FA -0.083 0.029 -0.322%* 0.037 0.135 0.004
(0.136) | (0.171) (0.149) (0.170) (0.204) (0.134)

Adjusted R* 0.742 0.592 0.690 0.599 0.421 0.753

Maximum VIF | 5.763 4.759 5.763 4.759 4.759 5.801

**%p<0.01, **p<0.05, *p<0.10, * Beta coefficients with standard errors
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According to Table 8, the results show that the relationships between the first
dimension of internal audit transparency and its consequential variables indicate that
internal audit legitimacy compliance has a significant negative effect on information
value (H1d: B24=-0.333, p<0.01) and best decision-making (H1e: 3= -0.228, p<0.10).
On the other hand, it has no significant effect on internal audit reliability (H1a:
B1=-0.025, p>0.10), internal audit quality (H1b: Bo=-0.056, p>0.10), internal audit
usefulness (Hlc: B1s=-0.156, p>0.10) and firm goal achievement (H1f: B33= 0.076,
p>0.10). This is consistent with Mitchell (2011) who states that transparency can best be
viewed as a weak cause of behavioral change; it may be hijacked by the usual problems
of regulatory capture. Also, Ninlaphay and Ussahawanitchakit (2012) note that
compliance with laws and regulations have no effect on financial information reliability
and internal audit quality. Therefore, Hypotheses la -1f are not supported.

The second dimension of internal audit transparency and its consequential
factors indicate that internal audit process openness has a significant positive effect on
internal audit quality (H2b: ;0= 0.384, p<0.01) and best decision-making (H2e:
Bsx=0.322, p<0.05). However, it has no significant effect on internal audit reliability
(H2a: B,=-0.107, p>0.10), internal audit usefulness (H2c: ;7= 0.127, p>0.10),
information value (H2d:B,s= 0.159, p>0.10) and firm goal achievement (H2f:
B39=0.057, p>0.10). This is consistent with Rezaee (1996) who states that a poor work
process causes poor work quality, so internal audit functions should be carefully
planned to reduce mistakes and cut costs. Moreover, Sampattikorn and
Ussahawanitchakit (2012) reveal that internal audit planning comprehension awareness
cannot increase the benefit of financial information and organization value. Therefore,
Hypotheses 2b and 2e are supported, but Hypotheses 2a, 2c, 2d and 2f are not
supported.

The third dimension of internal audit transparency and its consequential factors
indicate that internal audit method trust has no significant effect on internal audit
reliability (H3a: Bs= 0.060, p>0.10), internal audit quality (H3b: ;= -0.056, p>0.10),
internal audit usefulness (H3c: Bi1g=0.111, p>0.10), information value (H3d: .= 0.046,
p>0.10) and best decision-making (H3e: B33=-0.060, p>0.10) and firm goal
achievement (H3f: B40=0.035, p>0.10). This is consistent with Srichanapun and

Ussahawanitchakit (2012) who state that internal audit planning has no positive effect
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on financial reporting reliability. Moreover, Chopset and Ussahawanitchakit (2013) note
that internal audit planning efficiency has no influence on goal achievement. Therefore,
Hypotheses 3a - 3f are not supported.

The fourth dimension of internal audit transparency and its consequential
factors indicate that internal audit practice clarity has a significant positive effect on
internal audit quality (H4b: Bi2=0.612, p<0.01), information value (H4d: B,7;= 0.613,
p<0.01) and best decision-making (H4e: B34= 0.481, p<0.05). However, it has no
significant effect on internal audit reliability (H4a: 4= 0.113, p>0.10), internal audit
usefulness (H4c: B1o=-0.074, p>0.10). ) and firm goal achievement (H4f: B4,= 0.071,
p>0.10). This is consistent with Sampattikorn and Ussahawanitchakit (2012) who state
that internal audit report value has a significant positive relationship with financial
information benefit and organization value, which leads to more usefulness in making
decisions by users. Also, the stakeholder perspective clearly signals the challenge for
internal audit to become more relevant and valuable to the organization (Lenz and
Sarens, 2012). However, Pongsatitpat and Ussahawanitchakit (2013) note that audit
value increase has no relationships to financial information usefulness. Therefore,
Hypotheses 4b, 4d and 4e are supported, but Hypotheses 4a, 4c and 4f, are not
supported.

The final dimension of internal audit transparency and its consequential factors
indicates that internal audit communication visibility has a significant positive effect on
internal audit reliability (H5a: Bs= 0.215, p<0.05), internal audit usefulness (H5c:

B20= 0.338, p<0.01) and information value (H5d: Bs= 0.303, p<0.05). However, it has
no significant effect on internal audit quality (H5b: B13=-0.053, p>0.10), best decision-
making (H5e: B35= 0.142, p>0.10) and firm goal achievement (H5f: B4,=-0.099,
p>0.10). This is consistent with Boonmunewai and Ussahawanitchakit (2010) who state
that the firms with higher internal audit competency of internal audit function have
greater financial information reliability. However, there is not a reflection of detail
about the ultimate form of best value, or the absence of any mention of a role for
internal audit. Such lack of clarity is in itself important as it indicates that internal
auditors, as potential key players in helping to monitor and ensure delivery of best
value, do not have a vision of the likely role of external audit in this important initiative

(Bowerman. and Hawksworth, 1999). A 1992 survey in the USA asks chief financial
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officers of Fortune 1,000 companies to determine what they expect from an audit and
whether their expectations are being met. Respondents are consistent in stating that they
expect value added from an audit and are not receiving it (Rickard, 1994). Therefore,
Hypotheses 5a, 5c and 5d are supported, but Hypotheses 5b, 5e and 5f are not
supported.

Overall, these results provide that the financial businesses with each dimension
of internal audit transparency has an effect on internal audit reliability, internal audit
quality, internal audit usefulness, information value, best decision-making and firm goal
achievement. Therefore, Hypotheses 2, 4 and 5 are partially supported but Hypotheses
1 and 3 are not supported.

For the control variables, firm size has no significant influence on internal
audit reliability (B7 = 0.005, p > 0.10), internal audit quality (;4 =-0.023, p > 0.10),
internal audit usefulness (B, = 0.027, p > 0.10), information value (B9 =-0.194,

p > 0.10), best decision-making (B3¢ = 0.190, p > 0.10) and firm goal achievement (Pas
=0.175,p > 0.10).

However, firm age has a significant negative influence on internal audit
usefulness (B23=-0.322, p<0.05). On the other hand, it has no significant influence on
internal audit reliability (Bs= -0.083, p>0.10), internal audit quality (f;5s= 0.029,
p>0.10), information value (B3o= 0.037, p>0.10), best decision-making (B37= 0.135,
p>0.10) and firm goal achievement (B4¢= 0.004, p>0.10). The result is consistent with
Chitmun and Ussahawanitchakit (2012) who note that firm age has a negative
relationship with valuable unique decision making meaning that a new firm has more
valuable unique decision making than a long time operating firm.

Impacts of Internal Audit Reliability Internal Audit Quality, Internal Audit

Usefulness, Information Value, Best Decision-Making and Firm Goal Achievement

The relationships between the internal audit reliability, internal audit quality,
internal audit usefulness, information value, best decision-making and firm goal
achievement based on Hypotheses 6a-d ; 7a-b ; 8a-b ; 9a-b ; 10. This research proposes
that the relationships between internal audit reliability, internal audit quality, internal
audit usefulness, information value, best decision-making and firm goal achievement
are positive. These hypotheses are analyzed from the regression equation in Models 7-8

according to Chapter 3.
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The correlations among the internal audit reliability, internal audit quality,
internal audit usefulness, information value, best decision-making and firm goal
achievement are shown in Table 9. Most of these correlations are less than 0.80 as
recommended by Hair et al. (2010) except the correlation of internal audit quality on
internal audit reliability, internal audit usefulness on information value, best decision-
making on firm goal achievement are 0.848, 0.813 and 0.844 respectively. Moreover,
VIF are used to test the intercorrelations among the internal audit reliability, internal
audit quality, internal audit usefulness, information value, best decision-making and
firm goal achievement. In this case, the maximum value of the VIF is 5.801 which are
well below the cut-off value of 10 (Hair et al., 2010). As a result, the multicollinearity
problems should not be a concern. The results of the OLS regression analysis of the
relationships among internal audit reliability, internal audit quality, internal audit
usefulness, information value, best decision-making and firm goal achievement are
shown in Table 10.

According to Table 10, the evidence indicates the relationships between
internal audit reliability, internal audit quality, internal audit usefulness, information
value, best decision-making and firm goal achievement. The results shown that internal
audit quality has a significant positive effect on internal audit reliability (H6a:

Bs= 0.685, p<0.01) and internal audit usefulness (H6b: 2= 0.559, p<0.01). However,
it has no significant influence on information value (H6c: 4= 0.049, p>0.10) and best
decision-making (H6d: Bs3= 0.024, p>0.10). This is consistent with Pongsatitpat and
Ussahawanitchakit (2013) who state that best audit practice focus has an effect on audit
value increase, audit report quality and financial information usefulness. Moreover,
Pongpanpattana and Ussahawanitchakit (2013) reveal that internal audit independence
orientation is significantly positively related to financial information reliability. Also,
the internal auditors provide alerts and warnings for risks that require attention and track
corrective actions (Kapoor and Brozzetti, 2012). However, Chopset and
Ussahawanitchakit (2013) note that financial report quality has no influence on goal
achievement. Therefore, Hypotheses 6a and 6b are supported, but Hypotheses 6¢ and

6d are not supported.
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Table 9: Correlation Matrix of Internal Audit Reliability, Internal Audit Quality, Internal Audit Usefulness, Information Value,

Best Decision-Making and Firm Goal Achievement

Variables TIAR 1AQ IAU v BDM FGA FS FA
Mean 4.207 4.093 3.978 4.145 3.975 4.017 N/A N/A
Std. .649 578 .600 542 595 .649 N/A N/A
IAR
T1AQ 848 Ak
IAU TT0%E* 784H**
v 784 %% TA6HH* 81 3A*
BDM T19% A 684 H* JT25% A TOTHE*
FGA T20%H* TALHER 690 H* 764 H* 844 H*
FS 164 152 167 .073 216 255%*
FA -.029 022 -.128 -.024 .035 .025 -.061

*H%p<0.01, **p<0.05
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Table 10: Results of Regression Analysis for the Effects of Internal Audit
Reliability Internal Audit Quality, Internal Audit Usefulness,

Information Value, Best Decision-Making and Firm Goal

Achievement
Independent Dependent Variables®
Variables IAR IAU v BDM FGA
TIAQ 0.685%** 0.559%** 0.049 0.024
(0.093) (0.102) (0.125) (0.142)
IAR 0.361%** 0.190
(0.120) (0.144)
IAU 0.513*%* 0.210
(0.105) (0.136)
v 0.420%** 0.254%*
(0.131) (0.110)
BDM 0.565%**
(0.092)
FS 0.005 0.027 -0.147 0.248* 0.175
(0.119) (0.130) (0.122) (0.140) (0.121)
FA -0.083 -0.322** 0.099 0.195 0.004
(0.136) (0.149) (0.140) (0.160) (0.134)
Adjusted R* 0.742 0.690 0.712 0.629 0.753
Maximum VIF 5.763 5.763 4.366 4.479 5.801

**%p<0.01, **p<0.05, *p<0.10, * Beta coefficients with standard errors

In addition, the results indicate that internal audit reliability has a significant
positive effect on information value (H7a: B47= 0.361, p<0.01). However, it has no
significant influence on best decision-making (H7b: Bs;= 0.190, p>0.10). This is
consistent with Sawyer (1993) who notes that modern internal auditors provide the
reliable and trustworthy data to assist managers. Moreover, statements on reliability
deal with issues related to the extent of assurance provided by an audit, the accounting

policies used in the financial statements, the extent of assurance provided by the auditor
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that the audited financial statements give a true and fair view, the audited report’s
effectiveness in communicating the extent of the audit work performed and fraud within
the audited entity (Pourheydari and Abousaiedi, 2011). Also, the internal auditors
should present information and discoveries in a way that allows decision makers to
make good choices (Kapoor and Brozzetti, 2012). On the other hand, Gramling et al.
(2004) argue that when the audit procedure reliability is low, the work performance is
not contingent on the level of internal audit function competence or objectivity.
Therefore, Hypothesis 7a is supported, but Hypothesis 7b is not supported.

Moreover, the results indicate that internal audit usefulness has a significant
positive influence on information value (H8a: Bso= 0.513, p<0.01). However, it has no
significant influence on best decision-making (H8b: Bss= 0.210, p>0.10). This is
consistent with Rezaee (1996) who states that internal auditors are now providing
management with a far broader range of information concerning the organization’s
financial, operational and compliance activities. On the other hand, Laonamtha and
Ussahawanitchakit (2012) reveal that accounting information quality has no effect on
decision making success. Also, Mihret and Yismaw (2007) note that audit findings
would not serve much purpose unless management is committed to implement audit
quality. Therefore, Hypothesis 8a is supported, but Hypothesis 8b is not supported.

Furthermore, the results indicate that information value has a significant
positive effect on best decision-making (H9a: Bss= 0.420, p<0.01) and firm goal
achievement (H9b: B43= 0.254, p<0.05). This 1s consistent with Chaikambang and
Ussahawanitchakit (2012) who reveal that valuable information specialization has
significant effect on decision making advantage. Also, the internal audit can do and
assist in providing useful information for strategic decision making (Rickard, 1994;
Anderson and Svare, 2013). Moreover, Sampattikorn and Ussahawanitchakit (2012)
state that financial information benefit has a significant positive direct effect on
organization value enhancement, business performance advantage and goal achievement
sustainability. In addition, information value is a key factor that makes firms successful.
Then, firms that can provide reliable basic information to decide correctly and timely
helps firms manage, control operations and judge effectively, which leads to enhancing

the value of a firm and business advantage. Therefore, Hypotheses 9a-b are supported.
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Moreover, best decision-making has a significant positive effect on firm goal
achievement (H10: Bss= 0.565, p<0.01). This 1s consistent with Chaikambang and
Ussahawanitchakit (2012) who reveal that decision making advantage has significant
effect on goal achievement. Furthermore, the internal auditing helps to ensure that
business decisions and management operations remain consistent with an organization’s
mission, strategies and goals (Kapoor and Brozzetti, 2012). Therefore, Hypothesis 10 is
supported.

Overall, these results provide the relationships between the internal audit
reliability, internal audit quality, internal audit usefulness, information value, best
decision-making and firm goal achievement. Therefore, Hypotheses 9 and 10 are
supported, while Hypotheses 6, 7 and 8 are partially supported.

For the control variables, firm size has a significant positive effect on best
decision-making (Bss= 0.248, p<0.10). However, firm size has no significant influence
on internal audit reliability (§;= 0.005, p>0.10), internal audit usefulness (2= 0.027,
p>0.10), information value (Bso=-0.147, p>0.10) and firm goal achievement
(Bas=0.175, p>0.10). This is consistent with prior study suggests that firm size might
impact firm performance (Prempree and Ussahawanitchakit, 2013). Additionally,
Sampattikorn and Ussahawanitchakit (2012) state that firm size has a significant
positive effect on some dimensions of best internal audit practices.

However, firm age has a significant negative effect on internal audit usefulness
(B23=-0.322, p<0.05). On the other hand, firm age has no significant effect on internal
audit reliability (Bs= -0.083, p>0.10), information value (s;= 0.099, p>0.10), best
decision-making (Bs7= 0.195, p>0.10) and firm goal achievement (B4s= 0.004, p>0.10).
The result is consistent with Chitmun and Ussahawanitchakit (2012) who note that firm
age has a negative relationship with valuable unique decision making meaning that a
new firm has more valuable unique decision making than a long time operating firm.

Impacts of Governance Awareness, Internal Audit Professional, Internal Audit

Ethics, Regulation Force and Environment on Each Dimension of Internal Audit

Transparency

This research proposes the relationships among the antecedents of internal
audit transparency including and the five dimensions of internal audit transparency

(Hypotheses 11 a-e-15a-e). These hypotheses are examined from the regression
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equations in Model 9-13 in Chapter 3. Moreover, the maximum value of the VIF is
4.685 which are well below the cut-off value of 10 (Hair et al., 2010). As a result, the
multicollinearity problems should not be a concern. The results of the OLS regression
analysis of the relationships among management goal achievement, organizational
citizenship behavior, customer acceptance outstanding, market opportunity and firm
value are shown in Table 12.

The correlations among the antecedents of internal audit transparency
including and the five dimensions of internal audit transparency are shown in Table 11.
Most of these correlations are less than 0.80 as recommended by Hair et al. (2010)
except the correlation of internal audit professional on internal audit ethics and
regulation force on environment uncertainty are 0.870 and 0.814 respectively.

Table 12 provides the results of the effects of the antecedent variables and the
internal audit transparency dimension. Furthermore, governance awareness has a
significant positive impact on internal audit method trust (H11c: B7,=0.195, p<0.10)
and internal audit practice clarity (H11d: B79= 0.226, p<0.05). However, it has no
significant influence on internal audit legitimacy compliance (H11a: Bsg= 0.085,
p>0.10), internal audit process openness (H11b: Bes= 0.071, p>0.10) and internal audit
communication visibility (H11e: Bse= -0.004, p>0.10). This is consistent with Ninlaphay
and Ussahawanitchakit (2012) who reveal that corporate governance policy has a
positive effect on business process transparency. In the aftermath of the large corporate
failures (such as Enron and WorldCom), regulators have taken steps to ensure that
companies have internal auditing (Carcello, Hermanson and Raghunandan, 2005).
However, Sampattikorn and Ussahawanitchakit (2012) state that corporate governance
climate has no significant influence on audit planning comprehension awareness and
internal audit report value. Hence, Hypotheses 11c and 11d are supported, but
Hypotheses 11a. 11b and 11e are not supported.

Secondly, internal audit professional has no significant impact on internal audit

legitimacy compliance (H12a: Bso= 0.292, p>0.10), internal audit process openness
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Table 11: Correlation Matrix of Antecedents and Each Dimension of Internal Audit Transparency

Variables ALC APO AMT APC ACV GA IAP TIAE RF EU FS FA
Mean 4.488 4.183 4.203 4.267 4.319 4.478 4.349 4.336 4.333 4.238 N/A N/A
Std. .503 555 553 .505 551 528 .631 .592 571 .580 N/A N/A
ALC
APO 590%*
AMT L605%HE | T5@HAE
APC JT10%HEE | 698* k| BI3H**
ACV OTTEEE | 682FFE | 616**E | TE2H**
GA A3EEE | 3OBHAE | AR4HHE [ SQTHEER | 4TTHAE
IAP L04HHE | Se5¥HE | S559kHE | FISHEER | TO4HEE | S544%%*
IAE O34%HE | ST3HEE | S40k*x [ FIOFEE | TRAHAE | S54kHx | RTQFk*
RF SO5HEE | S1HHEE | S8RHHE [ Q10FFE | TOOFEE | 432kxx | G5THEEE | 645%HE
EU S8OHHE | S1Q¥HE | S502%** [ STTEEE | 62FFE | 426*** | QTOFEE | 659%FEF | Gl4F**
FS 153 135 249%* 235%* 152 154 147 .075 .194 .079
FA 197 .094 .023 -.022 .046 -.065 .071 .003 .087 122 -.061

*H%p<0.01, **p<0.05
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Table 12: Results of Regression Analysis for Effects of Antecedents on Each

Dimension of Internal Audit Transparency

Independent Dependent Variables *
Variables ALC APO AMT APC ACV
GA 0.085 0.071 0.195* 0.226** -0.004
(0.100) (0.110) (0.108) (0.090) (0.079)
IAP 0.292 0.088 0.154 0.200 0.199
(0.175) (0.193) (0.189) (0.157) (0.138)
IAE 0.176 0.269 0.091 0.298* 0.397***
(0.174) (0.192) (0.188) (0.156) (0.137)
RF 0.055 0.339** 0.353** 0.155 0.229*
(0.148) (0.163) (0.159) (0.132) (0.116)
EU 0.178 -0.045 -0.046 0.014 0.103
(0.149) (0.165) (0.161) (0.134) (0.118)
FS 0.129 0.065 0.249 0.222 0.085
(0.171) (0.188) (0.184) (0.153) (0.134)
FA 0.350%** 0.179 0.016 -0.077 -0.002
(0.189) (0.208) (0.204) (0.169) (0.149)
Adjusted R* 0.475 0.361 0.390 0.579 0.674
Maximum VIF 4.685 4.685 4.685 4.685 4.685

**%p<0.01, **p<0.05, *p<0.10, * Beta coefficients with standard errors

(H12b: Bes= 0.088, p>0.10), internal audit method trust (H12c: B73= 0.154,
p>0.10), internal audit practice clarity (H12d: Bgo= 0.200, p>0.10) and internal audit

communication visibility (H12e: Bs7= 0.199, p>0.10). This is consistent with

Pongpanpattana and Ussahawanitchakit (2013) find that internal audit professional

commitment has no significant effect on financial information reliability, risk

management excellence and organizational productivity enhancement. However,

keeping a professional appearance and the status of the profession more generally is

important for the auditor (Carrington, 2010). Hence, Hypotheses 12a-e are not

supported.
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Thirdly, internal audit ethics has a significant positive effect on internal audit
practice clarity (H13d: Bs;= 0.298, p<0.10) and internal audit communication visibility
(H13e: Bss=0.397, p<0.01). However, it has no significant effect on internal audit
legitimacy compliance (H13a: Bgo= 0.176, p>0.10), internal audit process openness
(H13b: Be7= 0.269, p>0.10) and internal audit method trust (H13c: B74= 0.091, p>0.10).
This is consistent with Sookaneknun and Ussahawanitchakit (2013) who present that
ethical climate has a significant positive effect on management practice transparency.
Ethical orientation is significantly and positively correlates to internal audit
transparency concern (Pongpanpattana and Ussahawanitchakit, 2013). Moreover, the
internal auditors are being called upon to help maintain a high standard of ethical
behavior in their organizations by handling of reported violations and subsequent
disciplinary actions, when warranted (Kapoor and Brozzetti, 2012). However, Everett
and Tremblay (2014) note that there are different ways of being ethical and this is no
less true for internal auditor. Also, auditors can further choose between being more or
less light or heavy, or more or less concerned with justice or courage. Hence,
Hypotheses 13d and 13e are supported, but Hypotheses 13a, 13b and 13c are not
supported.

Fourthly, regulation force has a significant positive effect on internal audit
process openness (H14b: Bes= 0.339, p<0.05), internal audit method trust (H14c:
B75=0.353, p<0.05) and internal audit communication visibility (H14e: Bgo= 0.229,
p<0.10). However, it has no significant effect on internal audit legitimacy compliance
(H14a: Be;= 0.055, p>0.10) and internal audit practice clarity (H14d: Bs,= 0.155,
p>0.10). This is inconsistent with Boonmunewai and Ussahawanitchakit (2010) who
state that the compliance with regulation enforcement is leads to improve the
competencies of internal audit to public confidence in order to achieve superior
performance. With the implementation of good corporate governance, the public and
stakeholders will assess whether incentives or penalties. Incentives in the form of trust
while penalties form of damage to company image or reputation for the quality of the
implementation of Good Governance (Octavia, 2013). Hence, Hypotheses 14b, 14c and
14e are supported, but Hypotheses 14a and 14d are not supported.

Finally, environment uncertainty has no significant effect on internal audit

legitimacy compliance (H15a: Bs;= 0.178, p>0.10), internal audit process openness
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(H15b: Beo=-0.045, p>0.10), internal audit method trust (H15c: B76= -0.046, p>0.10),
internal audit practice clarity (H15d: Bg3= 0.014, p>0.10) and internal audit
communication visibility (H15e: Boo= 0.103, p>0.10). Surprisingly, this research cannot
find the interaction between the environment uncertainty and each dimension of internal
audit transparency. However, Sampattikorn and Ussahawanitchakit (2012) state that
business competition intensity has no effect on internal audit report value. Also,
Sookaneknun and Ussahawanitchakit (2012) present that environmental uncertainty has
no significant effect on management practice transparency. But it is inconsistent with
Ninlaphay and Ussahawanitchakit (2012) who state that competitive environment
diversify positively affects compliance with laws and regulations and business process
transparency. Hence, Hypotheses 15a-e are not supported.

Overall, these results provide that the relationships among governance
awareness, internal audit professional, internal audit ethics, regulation force and
environment uncertainty have an effect on each dimension of internal audit
transparency. Therefore, Hypotheses 11, 13 and 14 are partially supported, while
Hypotheses 12 and 15 are not supported.

For the control variables, firm size has no significant influence on internal
audit legitimacy compliance (Be3= 0.129, p>0.10), internal audit process openness
(B70= 0.065, p>0.10), internal audit method trust (f77= 0.249, p>0.10), internal audit
practice clarity (Bss= 0.222, p>0.10) and internal audit communication visibility — (Bo;
=0.085, p>0.10).

However, firm age has a significant positive effect on internal audit legitimacy
compliance (Bes= 0.350, p<<0.01). On the other hand, firm age has no significant effect
on internal audit process openness (7= 0.179, p>0.10), internal audit method trust
(B7s= 0.016, p>0.10), internal audit practice clarity (Bss=-0.077, p>0.10) and internal
audit communication visibility (Bo2 = -0.002, p>0.10). This is consistent with
Sampattikorn and Ussahawanitchakit (2012) who state that the relationships between
each dimension of best internal audit practices is affected by influence of firm age.

Impacts of Governance Awareness, Internal Audit Professional, Internal Audit

Ethics, Regulation Force and Environment Uncertainty on Each Dimension of Internal

Audit Transparency and the Moderating Role of Morality Climate
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There is an important part to analyze the linkage among the antecedents of
internal audit transparency and internal audit transparency dimensions via morality
climate as the moderating effects. The correlations among the antecedents of internal
audit transparency, internal audit transparency dimensions and morality climate are
shown in Table 13. The results show that the antecedents of internal audit transparency
are significantly and positively correlated with the internal audit transparency
dimensions and morality climate. Most of these correlations are less than 0.80 as
recommended by Hair et al. (2010) except the correlation of internal audit ethics on
morality climate is 0.842.

For the moderating role of morality climate on the relationships between the
antecedents of internal audit transparency and internal audit transparency dimensions
based on Hypotheses 16a-e—20a-e.These hypotheses are analyzed from the regression
equations in Models 14-18 according to Chapter 3. Moreover, the maximum value of
the VIF is 9.477 which is well below the cut-off value of 10 (Hair et al., 2010). As a
result, the multicollinearity problems should not be a concern. The results of the OLS
regression analysis are provided in Table 14.

Firstly, the moderating role of morality climate has a significant negative effect
among governance awareness and internal audit practice clarity (H16d: B;3s=-0.186,
p<0.05). However, there are no effect among governance awareness and internal audit
legitimacy compliance (H16a: Boo=-0.155, p>0.10), internal audit process openness
(H16b: By12=-0.027, p>0.10), internal audit method trust (H16¢: B125=-0.115, p>0.10)
and internal audit communication visibility (H16e: Bys5;=-0.107, p>0.10). Therefore,
Hypotheses 16a-e are not supported.

Secondly, the moderating role of morality climate has a significant positive
effect among internal audit professional and internal audit process openness (H17b:
Bi13=0.491, p<0.05). However, there are no significant effect among internal audit
professional and internal audit legitimacy compliance (H17a: Bi0o=-0.010, p>0.10),
internal audit method trust (H17c: B126= 0.170, p>0.10), internal audit practice clarity
(H17d: Bi3o=0.109, p>0.10) and internal audit communication visibility (H17e:  Bis,=
0.205, p>0.10). Therefore, Hypothesis 17b is supported, but Hypotheses 17a, 17¢, 17d

and 17e are not supported.
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Table 13: Correlation Matrix of Antecedents, Each Dimension of Internal Audit Transparency and Moderating Role of Morality Climate

Variables ALC APO AMT APC ACV GA IAP TIAE RF EU MC FS FA

Mean 4.488 4.183 4.203 4.267 4.319 4.478 4.349 4.336 4.333 4.238 4.370 N/A N/A
Std. .503 555 553 .505 552 528 .631 .592 571 .580 .559 N/A N/A
ALC

APO 590%**
AMT L605%H* | T5@HAE

APC JT10%EE [ 698*HE B13HH*

ACV OTTEEE | 682FHE .616%** J102%**

GA A3gHEE [ 39@HAE A84Hwx S9T7HwE ATTHEE

IAP 604%F% | 565%H* 559%** JT15%HE JTo4EEE | S44%H%

IAE 634k | §73HAE S540%** JT719%** J784HHE | S54%HE B70%**

RF Se5%HE [ 58 HHE 58gHH* .610%** JT0EFHEE | 432%HE OS5 THHE .645%**

EU S580#Hk | 510*** 502%%* STTHEE 682%%% | 4D6%HE 670%** L650% k[ Bl4Hwk

MC S94H%% | 5% HE S555%H* .699H** .640%%% | 49] *HE JTO1H*E B42HHE [ g25HHER | 63D HAE

FS 153 135 249%* 235%* 152 154 147 075 .194 .079 .032

FA 197 .094 .023 -.022 .046 -.065 .071 .003 .087 122 .001 -.061

*H%p<0.01, **p<0.05
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Table 14: Results of Regression Analysis for Effects of Antecedents on Each

Dimension of Internal Audit Transparency and Moderating Role of

Morality Climate
Independent Dependent Variables *
Variables ALC APO AMT APC ACV
GA -0.100 0.057 0.047 0.003 -0.118
(0.155) (0.170) (0.163) (0.136) (0.121)
IAP 0.311 0.305 0.273 0.263 0.322%*
(0.193) (0.212) (0.203) (0.169) (0.151)
IAE 0.163 0.096 -0.095 0.195 0.478%**
(0.222) (0.244) (0.233) (0.195) (0.174)
RF 0.134 0.406** 0.387** 0.192 0.329%**
(0.156) (0.172) (0.164) (0.137) (0.122)
EU 0.106 -0.111 -0.050 -0.008 0.044
(0.157) (0.172) (0.165) (0.138) (0.123)
MC 0.081 0.020 0.241 0.248* -0.174
(0.158) (0.174) (0.166) (0.139) (0.124)
GA*MC -0.155 -0.027 -0.115 -0.186** -0.107
(0.105) (0.116) (0.111) (0.093) (0.083)
IAP*MC -0.010 0.491** 0.170 0.109 0.205
(0.206) (0.227) (0.217) (0.181) (0.162)
TIAE*MC -0.008 -0.211 0.230 0.046 -0.143
(0.195) (0.214) (0.204) (0.171) (0.152)
RF*MC 0.221 -0.016 0.131 0.114 0.120
(0.174) (0.191) (0.183) (0.153) (0.136)
EU*MC -0.138 -0.179 -0.274 -0.030 -0.093
(0.164) (0.181) (0.173) (0.144) (0.129)
FS 0.208 -0.035 0.153 0.243 0.065
(0.183) (0.201) (0.192) (0.161) (0.143)
FA 0.427%* 0.251 0.099 0.031 0.067
(0.195) (0.214) (0.205) (0.171) (0.153)
Adjusted R’ 0.477 0.368 0.423 0.597 0.679
Maximum VIF 9.477 9.477 9.477 9.477 9.477

**%p<0.01, **p<0.05, *p<0.10, * Beta coefficients with standard errors
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Thirdly, the moderating role of morality climate has no significant effect
among internal audit ethics and internal audit legitimacy compliance (H18a:
Bio1=-0.008, p>0.10), internal audit process openness (H18b: B;14=-0.211, p>0.10),
internal audit method trust (H18c: B127= 0.230, p>0.10), internal audit practice clarity,
(H18d: Bi4o = 0.046, p>0.10) and internal audit communication visibility (H18e:
Bis3=-0.143, p>0.10). Therefore, Hypotheses 18a-e are not supported.

Fourthly, the moderating role of morality climate has no significant effect
among regulation force and internal audit legitimacy compliance (H19a: B;9,= 0.221,
p>0.10), internal audit process openness (H19b: B;;5=-0.016, p>0.10), internal audit
method trust (H19¢: Bi25= 0.131, p>0.10), internal audit practice clarity (H19d:
Bi41=0.114, p>0.10) and internal audit communication visibility (H19e: B;s54= 0.120,
p>0.10). Therefore, Hypotheses 19a-e are not supported.

Lastly, the moderating role of morality climate has no significant effect among
environment uncertainty and internal audit legitimacy compliance (H20a: 193=-0.138,
p>0.10), internal audit process openness (H20b: B1;6=-0.179, p>0.10), internal audit
method trust (H20c: B120=-0.274, p>0.10), internal audit practice clarity (H20d:
B142=-0.030, p>0.10) and internal audit communication visibility (H20e: B;ss=-0.093,
p>0.10). Therefore, Hypotheses 20a-e are not supported.

This is consistent with Pongsatitpat and Ussahawanitchakit (2013) who state
that morality mindset has the effect to gain greater best audit practice and audit planning
orientation. Moreover, Pongpanpattana and Ussahawanitchakit (2013) note that internal
audit morality awareness is negatively insignificant with financial information
reliability and risk management excellence. It may imply that internal audit morality
awareness 1s not enough.

Impacts of Each Dimension of Internal Audit Transparency on its

Consequences and the Moderating Role of Internal Audit Learning

There is an important part to analyze the linkage among the internal audit
transparency dimensions and its consequences via internal audit learning as the
moderating effects. The correlations among the internal audit transparency dimensions
and its consequences and morality climate are shown in Table 15. The results show that

the internal audit transparency dimensions are significantly and positively correlated
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Table 15: Correlation Matrix of Each Dimension of Internal Audit Transparency, Internal Audit Reliability, Internal Audit

Quality, Internal Audit Usefulness, Information Value, Best Decision-Making, Firm Goal Achievement and

Moderating Role of Internal Audit Learning

Variables ALC APO AMT APC ACV IAR IAQ IAU v BDM FGA IAL FS FA
Mean 4.488 4.183 4.203 4.267 4319 4.207 4.093 3.979 4.145 3.975 4.017 4.253 N/A N/A
Std. .503 .555 553 .505 552 .649 578 .600 .542 .595 .649 .583 N/A N/A
ALC

APO 590%**

AMT 605HHE | TSR

APC J10%EE | 608%FK | 8] 3HH*

ACV OTTHEE | 682%FF | 61o*** | Te2***E

IAR S2TREE | 624Kk x | G41HEE | TATEEER | 655K

IAQ S20%xE | JOIRRE | 665HEE | TA4RFHE | SQTHEE | R4GEAE

IAU A34kEx L 680%FF | 634%** | QTOFFE | 666%FF* | TTOREE | T84HHE

v ALTHEE L 619%Fx | E2TH*E | TR0¥EE | 666%FF* | TR4HEE | T4 EE [ GIBEAE

BDM JBT7TREER | SOYEEE | 540%xx | Q1O¥HE | S50%k* | TIOwEE | 684FHE [ TRSEEE | JETHH*

FGA A45%EE | 609FFx | 612%xx | Q7S¥EE | S55FKE | TR0xFE | FALEER | 600FFE | To4HEE [ B44wHE

IAL Sl4xxx | 533%kx | 502%* L638FHE [ 640%HkE | STREEE | S4QwHE | QSRR | S5@FEE | 516*** [ 606F**

FS 153 135 .249%* 235%* 152 164 152 167 .073 216 255%* .037

FA 197 .094 .023 -.022 .046 -.029 .022 -.128 -.024 .035 .025 125 -.061

*#%p<0.01, **p<0.05

M
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Table 16: Results of Regression Analysis for Effects of Each Dimension of
Internal Audit Transparency on Internal Audit Reliability, Internal
Audit Quality, Internal Audit Usefulness, Information Value, Best
Decision-Making, Firm Goal Achievement, and Moderating Role of
Internal Audit Learning
Independent Dependent Variables *
Variables IAR IAQ IAU v BDM FGA
ALC -0.128 -0.157 -0.253%** -0.377%** -0.169 -0.120
(0.116) (0.112) (0.115) (0.110) (0.134) (0.127)
APO 0.127 0.365%** 0.308** 0.158 0.273* 0.255%
(0.127) (0.122) (0.126) (0.121) (0.147) (0.139)
AMT 0.063 -0.029 0.183 0.146 0.005 0.075
(0.151) (0.145) (0.149) (0.143) (0.174) (0.165)
APC 0.377** 0.537%** 0.120 0.413** 0.293 0.277
(0.174) (0.167) (0.172) (0.165) (0.201) (0.190)
ACV 0.216 -0.036 0.390%** 0.305%* 0.092 -0.053
(0.133) (0.128) (0.131) (0.126) (0.153) (0.145)
TIAL 0.105 0.037 -0.035 0.099 0.236* 0.344%**
(0.105) (0.100) (0.103) (0.099) (0.120) (0.114)
ALC*IAL -0.268** -0.220** -0.238** -0.093 -0.147 -0.062
(0.112) (0.108) (0.111) (0.106) (0.129) (0.122)
APO*IAL -0.121 -0.043 0.159 0.227%* 0.193 0.157
(0.120) (0.115) (0.119) (0.114) (0.138) (0.131)
AMT*IAL 0.028 0.014 -0.264* -0.193 -0.105 -0.039
(0.152) (0.146) (0.150) (0.144) (0.175) (0.166)
APC*IAL 0.290 0.048 0.396** 0.307* 0.357* 0.185
(0.176) (0.169) (0.174) (0.167) (0.203) (0.192)
ACV*IAL -0.076 0.003 -0.246 -0.427%** -0.208 -0.255
(0.166) (0.160) (0.164) (0.158) (0.191) (0.181)
FS 0.093 0.075 0.045 -0.138 0.227 0.319*
(0.155) (0.149) (0.153) (0.147) (0.179) (0.169)
FA -0.107 0.030 -0.243 0.094 0.145 0.067
(0.177) (0.170) (0.175) (0.168) (0.204) (0.193)
Adjusted R’ 0.590 0.621 0.600 0.632 0.457 0.512
Maximum VIF 9.810 9.810 9.810 9.810 9.810 9.810

**%p<0.01, **p<0.05, *p<0.10, * Beta coefficients with standard errors

~ Mahasarakham University



155

with the internal audit transparency consequences and internal audit learning.
However, these correlations are less than 0.80 as recommended by Hair et al. (2010).

For the moderating role of internal audit learning on the relationships between
the internal audit transparency dimensions and its consequences based on Hypotheses,
21a-f—25a-f. These hypotheses are analyzed from the regression equations in Models
19-24 according to Chapter 3. Moreover, the maximum value of the VIF is 9.810 which
is well below the cut-off value of 10 (Hair et al., 2010). As a result, the multicollinearity
problems should not be a concern. The results of the OLS regression analysis are
provided in Table 16.

Firstly, the moderating role of internal audit learning has a significant negative
effect among internal audit legitimacy compliance and internal audit reliability (H21a:
Biea= -0.268, p<0.05), internal audit quality (H21b: B;77=-0.220, p<0.05) and internal
audit usefulness (H21c: Bigo=-0.238, p<0.05). However, there are no significant effect
among internal audit legitimacy compliance and information value (H21d: B03= -0.093,
p>0.10), best decision-making (H21e: ;6= -0.147, p>0.10) and firm goal achievement
(H21f: Bazo=-0.062, p>0.10). Therefore, Hypotheses 21a-e are not supported.

Secondly, the moderating role of internal audit learning has a significant
positive effect among internal audit process openness and information value (H22d:
B204= 0.227, p<0.05). However, there are no significant effect among internal audit
process openness and internal audit reliability (H22a: Bi65=-0.121, p>0.10), internal
audit quality (H22b: B175= -0.043, p>0.10), internal audit usefulness (H22c: B19;= 0.159,
p>0.10), best decision-making (H22e: B,17= 0.193, p>0.10) and firm goal achievement
(H22f: Ba3o= 0.157, p>0.10). Therefore, Hypothesis 22d is supported, but Hypotheses
22a, 22b, 22¢, 22e and 22ef are not supported.

Thirdly, the moderating role of internal audit learning has a significant negative
significant effect among internal audit method trust and internal audit usefulness (H23c:
Bi92=-0.264, p<0.10). However, there are no significant effect among internal audit
method trust and internal audit reliability (H23a: B166= 0.028, p>0.10), internal audit
quality (H23b: B179= 0.014, p>0.10), information value (H23d: By0s= -0.193, p>0.10),
best decision-making (H23e: B,;5=-0.105, p>0.10) and firm goal achievement (H23f:
B231=-0.039, p>0.10). Therefore, Hypotheses 23a-f are not supported.
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Fourthly, the moderating role of internal audit learning has a significant
positive effect among internal audit practice clarity and internal audit usefulness (H24c:
B193= 0.396, p<0.05), information value (H24d: B0s= 0.307, p<0.10) and best decision-
making (H24e: B219=0.357, p<0.10). However, there are no significant effect among
internal audit practice clarity and internal audit reliability (H24a: B167= 0.290, p>0.10),
internal audit quality (H24b: Bso= 0.048, p>0.10) and firm goal achievement (H24f:
B232=0.185, p>0.10). Therefore, Hypotheses 24c, 24d and 24e are supported, but
Hypotheses 24a, 24b and 24f are not supported.

Lastly, the moderating role of internal audit learning has a significant negative
effect among internal audit communication visibility and information value (H25d:
B207=-0.427, p<0.01). However, there are no significant effect among internal audit
communication visibility and internal audit reliability (H25a: B¢35= -0.076, p>0.10),
internal audit quality (H25b: B;s;= 0.003, p>0.10), internal audit usefulness (H25c:
B19a= -0.246, p>0.10), best decision-making (H25e: B220=-0.208, p>0.10) and firm goal
achievement (H25f: B,33=-0.255, p>0.10). Therefore, Hypotheses 25a-f are not
supported.

Surprisingly, this research rarely finds the moderator effects of internal audit
learning in the context of Thai-financial business firms. The result is consistent with
Kanchanda and Ussahawanitchakit (2012) who note that the moderating effect of
marketing learning has a negative effect on the relationship between product innovation
concentration and dynamic marketing advantage. Similarly, Chaikambang and
Ussahawanitchakit (2012) investigate the moderating effects of best environmental
learning, the results show that best environmental learning has no significant relate on
relationship between decision making advantage and goal achievement. Furthermore,
Sookaneknun and Ussahawanitchakit (2013) state that organizational learning capability
has no significant effect on the relationships between the six dimensions of management
governance and the consequences and the relationships between management goal
achievement, organizational citizenship behavior, customer acceptance outstanding,
market opportunity and firm value. However, a learning organization is one that
continually transforms itself to meet its vision such as establishing audit plan (Pickett,

2000).

=7 Mahasarakham University



157

Summary

This chapter presents the results of this research. The first part provides the
characteristics of key participants and demographic information of Thai-financial
business firms. Consequently, it presents the results and discussion of the testing of all
twenty-five hypotheses. The results reveal that three dimensions of internal audit
transparency that are internal audit process openness, internal audit practice clarity and
internal audit communication visibility have a significant positive effect on internal
audit reliability, internal audit quality, internal audit usefulness, information value and
best decision-making. Moreover, internal audit reliability and internal audit usefulness
have a significant positive effect on information value. Also, information value has a
significant positive influence on best decision-making and firm goal achievement.
Similarly, best decision-making has a significant positive effect on firm goal
achievement. Moreover governance awareness, internal audit ethics and regulation force
relate to internal audit transparency. Besides, internal audit learning moderates these
relationships: internal audit process openness and information value, internal audit
practice clarity and internal audit usefulness, internal audit practice clarity and
information value, internal audit practice clarity and best decision-making. Furthermore,
morality climate has a moderating role on internal audit professional and internal audit
process openness relationships. Finally, the summary of the results of all hypotheses

testing is presented in Table 17.
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Table 17: Summary of the Results of Hypotheses Testing
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Hypothesis Description of Hypothesized Relationships Results

Hla The higher internal audit legitimacy compliance is, the Not
more likely that firms will gain greater internal audit supported
reliability.

H1b The higher internal audit legitimacy compliance is, the Not
more likely that firms will gain greater internal audit supported
quality.

Hlc The higher internal audit legitimacy compliance is, the Not
more likely that firms will gain greater internal audit supported
usefulness.

H1d The higher internal audit legitimacy compliance is, the Not
more likely that firms will gain greater information supported
value.

Hle The higher internal audit legitimacy compliance is, the Not
more likely that firms will gain greater best decision- supported
making.

HIf The higher internal audit legitimacy compliance is, the Not
more likely that firms will gain greater firm goal supported
achievement.

H2a The higher internal audit process openness is, the more Not
likely that firms will gain greater internal audit supported
reliability.

H2b The higher internal audit process openness is, the more | Supported
likely that firms will gain greater internal audit quality.

H2c The higher internal audit process openness is, the more Not
likely that firms will gain greater internal audit supported

usefulness.
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Table 17: Summary of the Results of Hypotheses Testing (Continued)

Hypothesis Description of Hypothesized Relationships Results

H2d The higher internal audit process openness is, the more Not
likely that firms will gain greater information value. supported

H2e The higher internal audit process openness is, the more | Supported
likely that firms will gain greater best decision-
making.

H2f The higher internal audit process openness is, the more Not
likely that firms will gain greater firm goal supported
achievement.

H3a The higher internal audit method trust is, the more Not
likely that firms will gain greater internal audit supported
reliability.

H3b The higher internal audit method trust is, the more Not
likely that firms will gain greater internal audit quality. | supported

H3c The higher internal audit method trust is, the more Not
likely that firms will gain greater internal audit supported
usefulness.

H3d The higher internal audit method trust is, the more Not
likely that firms will gain greater information value. supported

H3e The higher internal audit method trust is, the more Not
likely that firms will gain greater best decision- supported
making.

H3f The higher internal audit method trust is, the more Not
likely that firms will gain greater firm goal supported

achievement.
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Table 17: Summary of the Results of Hypotheses Testing (Continued)

Hypothesis Description of Hypothesized Relationships Results

H4a The higher internal audit practice clarity is, the more Not
likely that firms will gain greater internal audit supported
reliability.

H4b The higher internal audit practice clarity is, the more Supported
likely that firms will gain greater internal audit quality.

H4c The higher internal audit practice clarity is, the more Not
likely that firms will gain greater internal audit supported
usefulness.

H4d The higher internal audit practice clarity is, the more Supported
likely that firms will gain greater information value.

H4e The higher internal audit practice clarity is, the more Supported
likely that firms will gain greater best decision-
making.

H4f The higher internal audit practice clarity is, the more Not
likely that firms will gain greater firm goal supported
achievement.

HS5a The higher internal audit communication visibility is, Supported
the more likely that firms will gain greater internal
audit reliability.

H5b The higher internal audit communication visibility is, Not
the more likely that firms will gain greater internal supported
audit quality.

H5c The higher internal audit communication visibility is, Supported

the more likely that firms will gain greater internal

audit usefulness.
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Table 17: Summary of the Results of Hypotheses Testing (Continued)

Hypothesis Description of Hypothesized Relationships Results

H5d The higher internal audit communication visibility is, Supported
the more likely that firms will gain greater information
value.

HSe The higher internal audit communication visibility is, Not
the more likely that firms will gain greater best supported
decision-making.

HS5f The higher internal audit communication visibility is, Not
the more likely that firms will gain greater firm goal supported
achievement.

Hoé6a The higher internal audit quality is, the more likely Supported
that firms will gain greater internal audit reliability.

Hé6b The higher internal audit quality is, the more likely Supported
that firms will gain greater internal audit usefulness.

Héc The higher internal audit quality is, the more likely Not
that firms will gain greater information value. supported

Héd The higher internal audit quality is, the more likely Not
that firms will gain greater best decision-making. supported

H7a The higher internal audit reliability is, the more likely Supported
that firms will gain greater information value.

H7b The higher internal audit reliability is, the more likely Not
that firms will gain greater best decision-making. supported
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Table 17: Summary of the Results of Hypotheses Testing (Continued)

Hypothesis Description of Hypothesized Relationships Results

HS8a The higher internal audit usefulness is, the more likely | Supported
that firms will gain greater information value.

HS8b The higher internal audit usefulness is, the more likely Not
that firms will gain greater best decision-making. supported

H9a The higher information value is, the more likely that Supported
firms will gain greater best decision-making.

H9b The higher information value is, the more likely that Supported
firms will gain greater firm goal achievement.

H10 The higher best decision-making is, the more likely Supported
that firms will gain greater firm goal achievement.

Hlla The higher governance awareness is, the more likely Not
that firms will gain greater internal audit legitimacy supported
compliance.

HI11b The higher governance awareness is, the more likely Not
that firms will gain greater internal audit process supported
openness.

Hllc The higher governance awareness is, the more likely Supported
that firms will gain greater internal audit method trust.

H11d The higher governance awareness is, the more likely Supported

that firms will gain greater internal audit practice

clarity.
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Table 17: Summary of the Results of Hypotheses Testing (Continued)

Hypothesis Description of Hypothesized Relationships Results

Hlle The higher governance awareness is, the more likely Not
that firms will gain greater internal audit supported
communication visibility.

Hl2a The higher internal audit professional is, the more Not
likely that firms will gain greater internal audit supported
legitimacy compliance.

HI12b The higher internal audit professional is, the more Not
likely that firms will gain greater internal audit process | supported
openness.

Hl12c The higher internal audit professional is, the more Not
likely that firms will gain greater internal audit method | supported
trust.

H12d The higher internal audit professional is, the more Not
likely that firms will gain greater internal audit supported
practice clarity.

Hl2e The higher internal audit professional is, the more Not
likely that firms will gain greater internal audit supported
communication visibility.

Hl13a The higher internal audit ethics is, the more likely that Not
firms will gain greater internal audit legitimacy supported
compliance.

H13b The higher internal audit ethics is, the more likely that Not
firms will gain greater internal audit process openness. | supported

Hl13c The higher internal audit ethics is, the more likely that Not
firms will gain greater internal audit method trust. supported
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Table 17: Summary of the Results of Hypotheses Testing (Continued)

Hypothesis Description of Hypothesized Relationships Results

H13d The higher internal audit ethics is, the more likely that | Supported
firms will gain greater internal audit practice clarity.

Hl13e The higher internal audit ethics is, the more likely that | Supported
firms will gain greater internal audit communication
visibility.

Hl4a The higher regulation force is, the more likely that Not
firms will gain greater internal audit legitimacy supported
compliance.

H14b The higher regulation force is, the more likely that Supported
firms will gain greater internal audit process openness.

Hl4c The higher regulation force is, the more likely that Supported
firms will gain greater internal audit method trust.

H14d The higher regulation force is, the more likely that Not
firms will gain greater internal audit practice clarity. supported

Hl4e The higher regulation force is, the more likely that Supported
firms will gain greater internal audit communication
visibility.

Hl5a The higher environmental uncertainty is, the more Not
likely that firms will gain greater internal audit supported
legitimacy compliance.

HI15b The higher environmental uncertainty is, the more Not
likely that firms will gain greater internal audit process | supported

openness.
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Table 17: Summary of the Results of Hypotheses Testing (Continued)

Hypothesis Description of Hypothesized Relationships Results

Hl15c The higher environmental uncertainty is, the more Not
likely that firms will gain greater internal audit method | supported
trust.

H15d The higher environmental uncertainty is, the more Not
likely that firms will gain greater internal audit supported
practice clarity.

Hl15e The higher environmental uncertainty is, the more Not
likely that firms will gain greater internal audit supported
communication visibility.

Hl6a Morality climate will positively moderate the Not
governance awareness- internal audit legitimacy supported
compliance relationships.

H16b Morality climate will positively moderate the Not
governance awareness- internal audit process openness | supported
relationships.

Hlé6c Morality climate will positively moderate the Not
governance awareness- internal audit method trust supported
relationships.

H16d Morality climate will positively moderate the Not
governance awareness- internal audit practice clarity supported
relationships.

Hlé6e Morality climate will positively moderate the Not
governance awareness- internal audit communication supported
visibility relationships.

H17a Morality climate will positively moderate the internal Not
audit professional- internal audit legitimacy supported

compliance relationships.
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Table 17: Summary of the Results of Hypotheses Testing (Continued)

Hypothesis Description of Hypothesized Relationships Results

H17b Morality climate will positively moderate the internal Supported
audit professional- internal audit process openness
relationships.

H17c Morality climate will positively moderate the internal Not
audit professional- internal audit method trust supported
relationships.

H17d Morality climate will positively moderate the internal Not
audit professional- internal audit practice clarity supported
relationships.

H17e Morality climate will positively moderate the internal Not
audit professional- internal audit communication supported
visibility relationships.

H18a Morality climate will positively moderate the internal Not
audit ethics- internal audit legitimacy compliance supported
relationships.

H18b Morality climate will positively moderate the internal Not
audit ethics - internal audit process openness supported
relationships.

H18c Morality climate will positively moderate the internal Not
audit ethics - internal audit method trust relationships. supported

H18d Morality climate will positively moderate the internal Not
audit ethics - internal audit practice clarity supported
relationships.

H18e Morality climate will positively moderate the internal Not
audit ethics - internal audit communication visibility supported

relationships.
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Table 17: Summary of the Results of Hypotheses Testing (Continued)

Hypothesis Description of Hypothesized Relationships Results

H19a Morality climate will positively moderate the Not
regulation force- internal audit legitimacy compliance supported
relationships.

H19b Morality climate will positively moderate the Not
regulation force - internal audit process openness supported
relationships.

H19c Morality climate will positively moderate the Not
regulation force - internal audit method trust supported
relationships.

H19d Morality climate will positively moderate the Not
regulation force - internal audit practice clarity supported
relationships.

H19%e Morality climate will positively moderate the Not
regulation force - internal audit communication supported
visibility relationships.

H20a Morality climate will positively moderate the Not
environmental uncertainty- internal audit legitimacy supported
compliance relationships.

H20b Morality climate will positively moderate the Not
environmental uncertainty - internal audit process supported
openness relationships.

H20c Morality climate will positively moderate the Not
environmental uncertainty - internal audit method trust | supported
relationships.

H20d Morality climate will positively moderate the Not
environmental uncertainty - internal audit practice supported

clarity relationships.
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Table 17: Summary of the Results of Hypotheses Testing (Continued)

Hypothesis Description of Hypothesized Relationships Results

H20e Morality climate will positively moderate the Not
environmental uncertainty - internal audit supported
communication visibility relationships.

H21la Internal audit learning will positively moderate the Not
internal audit legitimacy compliance - internal audit supported
reliability relationships.

H21b Internal audit learning will positively moderate the Not
internal audit legitimacy compliance - internal audit supported
quality relationships.

H2l1c Internal audit learning will positively moderate the Not
internal audit legitimacy compliance - internal audit supported
usefulness relationships.

H21d Internal audit learning will positively moderate the Not
internal audit legitimacy compliance - information supported
value relationships.

H2le Internal audit learning will positively moderate the Not
internal audit legitimacy compliance — best decision - supported
making relationships.

H21f Internal audit learning will positively moderate the Not
internal audit legitimacy compliance - firm goal supported
achievement relationships.

H22a Internal audit learning will positively moderate the Not
internal audit process openness - internal audit supported
reliability relationships.

H22b Internal audit learning will positively moderate the Not
internal audit process openness - internal audit quality supported

relationships.
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Table 17: Summary of the Results of Hypotheses Testing (Continued)

Hypothesis Description of Hypothesized Relationships Results

H22c Internal audit learning will positively moderate the Not
internal audit process openness - internal audit supported
usefulness relationships.

H22d Internal audit learning will positively moderate the Supported
internal audit process openness - information value
relationships.

H22e Internal audit learning will positively moderate the Not
internal audit process openness - best decision-making | supported
relationships.

H22f Internal audit learning will positively moderate the Not
internal audit process openness - firm goal supported
achievement relationships.

H23a Internal audit learning will positively moderate the Not
internal audit method trust - internal audit reliability supported
relationships.

H23b Internal audit learning will positively moderate the Not
internal audit method trust - internal audit quality supported
relationships.

H23c Internal audit learning will positively moderate the Not
internal audit method trust - internal audit usefulness supported
relationships.

H23d Internal audit learning will positively moderate the Not
internal audit method trust - information value supported
relationships.

H23e Internal audit learning will positively moderate the Not
internal audit method trust - best decision-making supported

relationships.
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Table 17: Summary of the Results of Hypotheses Testing (Continued)

Hypothesis Description of Hypothesized Relationships Results

H23f Internal audit learning will positively moderate the Not
internal audit method trust - firm goal achievement supported
relationships.

H24a Internal audit learning will positively moderate the Not
internal audit practice clarity - internal audit reliability | supported
relationships.

H24b Internal audit learning will positively moderate the Not
internal audit practice clarity - internal audit quality supported
relationships.

H24c Internal audit learning will positively moderate the Supported
internal audit practice clarity - internal audit usefulness
relationships.

H24d Internal audit learning will positively moderate the Supported
internal audit practice clarity - information value
relationships.

H24e Internal audit learning will positively moderate the Supported
internal audit practice clarity - best decision-making
relationships.

H24f Internal audit learning will positively moderate the Not
internal audit practice clarity - firm goal achievement supported
relationships.

H25a Internal audit learning will positively moderate the Not
internal audit communication visibility - internal audit supported
reliability relationships.

H25b Internal audit learning will positively moderate the Not
internal audit communication visibility - internal audit supported

quality relationships.
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Table 17: Summary of the Results of Hypotheses Testing (Continued)

Hypothesis Description of Hypothesized Relationships Results

H25c¢ Internal audit learning will positively moderate the Not
internal audit communication visibility - internal audit supported
usefulness relationships.

H25d Internal audit learning will positively moderate the Not
internal audit communication visibility - information supported
value relationships.

H25¢ Internal audit learning will positively moderate the Not
internal audit communication visibility - best decision- | supported
making relationships.

H25f Internal audit learning will positively moderate the Not
internal audit communication visibility - firm goal supported

achievement relationships.
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Additional Analysis

From the results of the OLS regression analysis in Equation 1- 6 to test the
effect of each dimension of internal audit transparency and its consequences (internal
audit reliability, internal audit quality, internal audit usefulness, information value, best
decision-making and firm goal achievement).The results show positive significant effect
of some dimension only, while some dimension have no significant effect on its
consequences, which is probably that this research classify the internal audit
transparency into five dimension. Then, the additional analysis is tested in order to
confirm the effect and importance of internal audit transparency.

In additional analysis, the five dimensions of internal audit transparency are
grouped in only one factor as a new variable, namely, internal audit transparency (IAT).
The relationships of internal audit transparency and internal audit reliability, internal
audit quality, internal audit usefulness, information value, best decision-making and

firm goal achievement are examined, which is presented in Equation 25-30 as follows:

Equation 25: IAR = aps+ P36 AT+ P37 FS +ozs FA + &5
Equation 26: IAQ = aust L2390 IAT+ Py FS + a1 FA + &26
Equation 27: IAU = au7+ Poss IATH Pogz FS +Poys FA + &27
Equation 28: 1V = aus+ Pous IATH Poss FS + P27 FA + &35
Equation 29: BDM = 9+ Bos IATH oy FS + 250 FA + &9
Equation 30: FGA = s+ BasiIAT+ Pos: FS +B25s3FA + &3¢

Moreover, the moderating role of internal audit learning on the relationships

between internal audit transparency and its consequences are investigated in Equation

31-36 as follows:

Equation 31: IAR ozt ﬁ254lAT +ﬂ2551AL + ﬂ256 ([AT *IAL)
+ ﬂ257FS “rﬂg_ngA + &34

Equation 32: IAQ

szt PosoIAT +PosolAL + Pos; (IAT * IAL)
+ ﬂ262FS +ﬂ263FA + &3
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Equation 33: IAU

a3t Poss IAT +PossIAL + Prss (IAT * IAL)
+ ﬁ267FS +ﬁ268FA + &33
asq+ Bosg IAT+P270lAL + Bo7i (IAT * IAL)

Equation 34: IV
+ B2 FS +fo73 FA + &34

Equation 35: BDM o35+ ﬂ274 IAT +ﬂ2751AL + ﬂ276 (IAT *IAL)
+ ﬂ277FS +ﬂ278FA + &35

Equation 36: FGA

asst PoroIAT +Poso IAL + Posi (IAT * IAL)
+ Bos2 'S +BossFA + &35

Additionally, the relationships among the five antecedents, namely, governance
awareness, internal audit professional, internal audit ethics, regulation force and
environment uncertainty and internal audit transparency, including the moderator role of

morality climate are investigated in Equation 37-38 as follows:

Equation 37: IAT= az7+ Poss GA + Poss IAP + Poss IAE + Pos7 RF +
Bass EU + BosoF'S +PagoFA + &7

Equation 38: IAT= aszs+ Pro; GA + gz AP + Pogs IAE + ooy RF +
Bros EU + BrgsMC + Bog7(GA * MC) + Bags (IAP * MC)
+ Bogg (IAE * MC) + Bspo (RF * MC) + B39; (EU * MC)
+ B302 FS 0303 FA + &35

The results of additional test from regression Equation 25 to Equation 36 in
Table 18 show a significant positively effect of internal audit transparency on internal
audit reliability (Ba3s = .745, p <.01), internal audit quality (B30 =.754, p <.01),
internal audit usefulness (P42 =.727, p <.01), information value (P45 =.723, p <.01),
best decision-making (B4s = .605, p <.01) and firm goal achievement (B,s5; = .647,
p <.01). These results reveal that internal audit transparency can enhance internal audit
reliability, internal audit quality, internal audit usefulness and information value for
making best decisions which causes to adding organization value and gain firm goals

achievement.
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Table 18: Results of the Additional Analysis on the Effect of Internal Audit Transparency and Its Consequences via Internal

Audit Learning as Moderator

Independent Dependent Variables®
Variables IAR IAQ IAU v BDM FGA
IAT 0.745%** | 0.605%** | 0.754%** | 0.654*** | 0.727%** [ 0.712%%*% [ 0.733***% | 0.619%** | 0.605*** | 0.497*** | 0.647*** | 0.446***
(0.078) (0.104) (0.078) (0.102) (0.079) (0.108) (0.082) (0.110) (0.091) (0.117) (0.086) (0.110)
TIAL 0.172* 0.072 -0.002 0.158 0.254%* 0.332%**
(0.102) (0.100) (0.106) (0.107) (0.115) (0.108)
IAT *IAL -0.065 -0.135%* -0.042 -0.020 0.166** 0.058
(0.064) (0.063) (0.066) (0.067) (0.072) (0.068)
FS -0.002 0.051 -0.027 0.026 -0.009 0.003 -0.177 -0.140 0.178 0.183 0.238 0.289*
(0.157) (0.157) (0.156) (0.154) (0.159) (0.163) (0.164) (0.165) (0.182) (0.177) (0.172) (0.166)
FA -0.191 -0.228 -0.077 -0.110 -0.413%* -0.419%* -0.196 -0.223 -0.009 -0.021 -0.036 -0.078
(0.174) (0.172) (0.172) (0.169) (0.176) (0.179) (0.181) (0.182) (0.202) (0.194) (0.190) (0.182)
Adjusted R’ 0.535 0.549 0.544 0.565 0.523 0.513 0.515 0.499 0.373 0.425 0.444 0.494
Maximum 1.057 1.914 1.057 1.914 1.057 1.914 1.057 1.914 1.057 1.914 1.057 1.914
VIF

**%p<0.01, **p<0.05, *p<0.10, * Beta coefficients with standard errors
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For the moderating role of internal audit learning finds that positively moderate
the relationships between best decision-making and internal audit transparency
(B276 = .166, p <.05) only, while it has not a moderating effect on internal audit
reliability (Base = -.065, p > .10), internal audit usefulness (Pog6 = -.042,
p > .10), information value (271 = -.020, p > .10) and firm goal achievement
(B2s1=.058, p > .10) relationships. However, internal audit learning has a negative effect
on the relationships between internal audit quality and internal audit transparency
(B261 = -.135, p <.05). Consistently with the results in Equation 25-36, it is revealed that
internal audit learning is not a proper moderator in this context and should be
investigated as other role such as independent variables in future research.

The results of additional test from regression Equation 37 to Equation 38 in
Table 19 show the moderating role of morality climate (P97 =-.138, p >.10;
Baog =.222, p > .10; Bago =-.018, p > .10; B3oo =.127, p > .10; B3o1 =-.161, p> .10,
respectively) which does not appear in this additional test. Hence, future research

should test this as independent or mediating variable.
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Table 19: Results of the Additional Analysis of the Antecedents on Internal

Audit Transparency and Moderating Role of Morality Climate

Independent Dependent Variables *
Variables IAT
GA 0.132 -0.027
(0.081) (0.125)
IAP 0.221 0.345%*
(0.143) (0.155)
IAE 0.280* 0.189
(0.142) (0.179)
RF 0.261** 0.332%**
(0.120) (0.126)
EU 0.045 -0.005
(0.121) (0.126)
MC 0.099
(0.127)
GA*MC -0.138
(0.085)
IAP*MC 0.222
(0.166)
TAE*MC -0.018
(0.157)
RF*MC 0.127
(0.140)
EU*MC -0.161
(0.132)
FS 0.177 0.152
(0.139) (0.147)
FA 0.099 0.194
(0.154) (0.157)
Adjusted R’ 0.652 0.661
Maximum VIF 4.685 9.477

**%p<0.01, **p<0.05, *p<0.10, * Beta coefficients with standard errors
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Table 2: Summary of Hypothesized Relationships (Continued)

Hypothesis Description of Hypothesized Relationships

H24d Internal audit learning will positively moderate the internal audit practice
clarity - information value relationships.

H24e Internal audit learning will positively moderate the internal audit practice
clarity — best decision-making relationships.

H24f Internal audit learning will positively moderate the internal audit practice
clarity - firm goal achievement relationships.

H25a Internal audit learning will positively moderate the internal audit
communication visibility - internal audit reliability relationships.

H25b Internal audit learning will positively moderate the internal audit
communication visibility - internal audit quality relationships.

H25¢ Internal audit learning will positively moderate the internal audit
communication visibility - internal audit usefulness relationships.

H25d Internal audit learning will positively moderate the internal audit
communication visibility - information value relationships.

H25¢ Internal audit learning will positively moderate the internal audit
communication visibility — best decision-making relationships.

H25f Internal audit learning will positively moderate the internal audit

communication visibility - firm goal achievement relationships.




CHAPTER V

CONCLUSION

The previous chapter described respondent characteristics and descriptive
statistics. Moreover, the results of hypotheses testing are revealed in prior chapter as
well. Therefore, this chapter is going to provide detailed conclusion and explain the
contributions, limitations and useful suggestion for future research in this research.

This research has investigated the influences of internal audit transparency on
the firm goal achievement of Thai-financial business firms. Moreover, the effects of
internal audit outcomes: internal audit reliability, internal audit quality, internal audit
usefulness, information value and best decision-making have also been examined.
Additionally, governance awareness, internal audit professional, internal audit ethics,
regulation force and environment uncertainty are proposed as the antecedents of internal
audit transparency. Morality climate is assumed as moderator of five antecedents and
five dimensions of internal audit transparency; while internal audit learning is proposed
to be moderators of internal audit outcomes and firm goal achievement.

The key research question of this research is how internal audit transparency
has an impact on firm goal achievement. Furthermore, the specific research questions
are as follows: (1) How does internal audit transparency affect internal audit reliability,
internal audit quality, internal audit usefulness, information value, best decision-making
and firm goal achievement? (2) How does internal audit quality affect internal audit
reliability and internal audit usefulness? (3) How do internal audit reliability, internal
audit quality and internal audit usefulness relate to information value? (4) How do
internal audit reliability, internal audit quality and internal audit usefulness relate to best
decision-making? (5) How does information value affect best decision-making and firm
goal achievement? (6) How does best decision-making affect firm goal achievement?
(7) How do governance awareness, internal audit professional, internal audit ethics,
regulation force and environment uncertainty relate to internal audit transparency?

(8) How does morality climate moderate the relationships between a) governance
awareness, b) internal audit professional, ¢) internal audit ethics, d) regulation force and

e) environment uncertainty and each dimension of internal audit transparency? And
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(9) How does internal audit learning moderate the relationships between each dimension
of internal audit transparency and a) internal audit reliability, b) internal audit quality, c)
internal audit usefulness, d) information value, €) best decision-making and f) firm goal
achievement?

In this research, two theoretical perspectives have been integrated to draw the
conceptual framework, namely, agency theory and contingency theory. Firstly, agency
theory is implemented to explain the relationship of internal audit transparency,
mediating and dependence variables as firm goal achievement. Finally, the contingency
theory is used to explain the relationships between antecedents and internal audit
transparency. Furthermore, this research proposes the interaction theory to explain the
relationships of each variable throughout the intention to examine and answer the
research questions and objectives.

This research selects internal audit directors or internal audit managers of Thai-
financial business firms as the key informant because they can obtain the real
information and have a clear, true, understanding of its practices and also give some
comments. The sample of this research is chosen from the Bank of Thailand and the
Office of Insurance Commission on its website. As a result, the questionnaires are
directly distributed to 238 Thai-financial business firms. Finally, the successful
questionnaires mailing are 233 surveys, from which 81 responses are returned and
usable for hypotheses testing by multiple regression. Hence, the response rate is 34.76
percent.

With regard to the key research question, the evidence reveals that three
dimensions of internal audit transparency have influence on internal audit outcome.
Firstly, internal audit process openness positively relate to internal audit quality and
best decision-making. Secondly, internal audit practice clarity has a significant positive
relationship with internal audit quality, information value and best decision-making.
Lastly, internal audit communication visibility has a significant positive relationship
with internal audit reliability, internal audit usefulness and information value. Besides,
internal audit quality positively affects internal audit reliability and internal audit
usefulness. Also, internal audit reliability and Also, information value has a significant
positive influence on best decision-making and firm goal achievement. Similarly, best

decision-making has a significant positive effect on firm goal achievement.
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For the antecedents of internal audit transparency, the findings assert that the
governance awareness has a significant positive impact on internal audit method trust
and internal audit practice clarity. Internal audit ethics has a significant positive effect
on internal audit practice clarity and internal audit communication visibility.
Additionally, regulation force has a significant positive effect on internal audit process
openness, internal audit method trust and internal audit communication visibility.

Furthermore, internal audit learning moderates these relationships: internal
audit process openness and information value, internal audit practice clarity and internal
audit usefulness, internal audit practice clarity and information value, internal audit
practice clarity and best decision-making. Also, the moderating role of morality climate
has a significant positive effect among internal audit professional and internal audit
process openness. Moreover, the supported hypotheses are illustrated in Table 20 and

also in Figure 13.
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Research Questions Hypotheses Results Conclusions
1. How does internal audit | Hypotheses | From five dimensions of Partially
transparency affect 1 (a-f), internal audit transparency, Supported
internal audit reliability, 2 (a-f), just three dimensions have an
internal audit quality, 3 (a-1), effect on internal audit
internal audit usefulness, 4 (a-1), outcomes. That are internal
information value, best 5 (a-f) audit process openness
decision-making and firm positively relate to internal
goal achievement? audit quality and best
decision-making. While,
internal audit practice clarity
has a significant positive
relationship with internal
audit quality, information
value and best decision-
making. Also, internal audit
communication visibility has
a significant positive
relationship with internal
audit reliability, internal audit
usefulness and information
value.
2. How does internal audit | Hypotheses | Internal audit quality Fully
quality affect internal 6 a-b positively effect on internal Supported
audit reliability and audit reliability and internal
internal audit usefulness? audit usefulness.
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Table 20: Summary of Results in All Research Questions (Continued)

Research Questions Hypotheses Results Conclusions
3. How do internal audit Hypotheses | Internal audit reliability Partially
reliability, internal audit 6¢, and internal audit Supported
quality and internal audit 7a, usefulness have a positive
usefulness relate to 8a effect on information
information value? value.
4. How do internal audit Hypotheses | Internal audit reliability, Not
reliability, internal audit 6d, internal audit quality and Supported
quality and internal audit 7b, internal audit usefulness
usefulness relate to best 8b have no effect on best
decision-making? decision-making.
5. How does information Hypotheses | Information value has a Fully
value affect best decision- 9a-b positive effect on best Supported
making and firm goal decision-making and firm
achievement? goal achievement.
6. How does best decision- | Hypotheses | Best decision-making has a Fully
making affect firm goal 10 positive effect on firm goal Supported
achievement? achievement.
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Table 20: Summary of Results in All Research Questions (Continued)

Research Questions Hypotheses Results Conclusions
7. How do governance Hypotheses | Governance awareness, Partially
awareness, internal audit 11 (a-e), |internal audit ethics and Supported
professional, internal 12 (a-e), |regulation force have a
audit ethics, regulation 13 (a-e), |positive influence on some
force and environment 14 (a-e), |dimension of internal audit
uncertainty relate to 15 (a-e) | transparency.

internal audit

transparency?

8. How does morality Hypotheses | Morality climate moderates Partially
climate moderate the 16 (a-e), | the relationships among Supported
relationships between a) 17 (a-e), |internal audit professional and

governance awareness, b) 18 (a-e), |internal audit process
internal audit 19 (a-e), | openness.
professional, ¢) internal 20 (a-e)
audit ethics, d) regulation
force and e) environment
uncertainty and each
dimension of internal

audit transparency?
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Table 20: Summary of Results in All Research Questions (Continued)

Research Questions Hypotheses Results Conclusions
9. How does internal Hypotheses | Internal audit learning Partially
audit learning moderate 21 (a-f), | moderates these relationships: | Supported
the relationships between 22 (a-f), |internal audit process
each dimension of 23 (a-f), |openness and information
internal audit 24 (a-f), | value, internal audit practice
transparency and a) 25 (a-f) clarity and internal audit
internal audit reliability, usefulness, internal audit
b) internal audit quality, practice clarity and
¢) internal audit information value, internal
usefulness, d) information audit practice clarity and best
value, e) best decision- decision-making.
making and f) firm goal
achievement?

Theoretical and Managerial Contributions

This research contributes significantly toward understanding how internal audit
transparency for Thai-financial business firms increase internal audit reliability, internal
audit quality, internal audit usefulness, information value and best decision-making that
lead firms to achieve goals. Regarded as the conceptual model, this research provides
theoretical and managerial contributions.

Theoretical Contribution

Due to the research, the results provide a clearer understanding of the
relationships between antecedents and consequences of internal audit transparency in
the context of Thai-financial business firms. This research is intended to expand the
theoretical contributions on previous knowledge and relevant internal audit transparency

literature. Based on agency theory and contingency theory are used to explain the
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Figure 13: Summary of the Results of the Hypotheses Testing

Firm Goal
Achievement

Morality Climate
H1d: NS, 2d: NS, 3d: NS, 4d: FS, 5d : FS
a
Governance Hi6a-e: NS H21d: NS, 22d: FS, 23d: NS, 24d: FS, 25d : NS
Awareness g}g:: ; NPS
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Professional Internal Audit Transparency Internal Audit | H7ab: PS
Hla-c: NS Reliability
- Internal Audit Legitimacy Compliance H2a-c: PS Information | yop: Fs
Internal Audit - Internal Audit Process Openness gi a<c: NPS Héa: FS? H6c-d : NS » Value
Ethics B » - Internal Audit Method Trust " SZ-C : P: ;
Hilae : PS - Internal Audit Practice Clarity ¢ S Internal Audit
Hl2a-c : NS - Internal Audit Communication Visibility 7y > Quality H9a: FS =Y
Regulation H13a-e : PS
| |H14a-e : PS H6b : FS Best Decisi
Force Hi5a-¢ : NS : est Decision -
A2 —> Making L]
Internal Audit ! H10 : FS
Environmental > Usefulness
. H2la-c: NS H8a-b : PS
Uncertainty H22a-c : PS
H23a-c : NS
_________________ - H24a-c : PS
Control Variables | H25a-c: NS
- Firm Size | .
! Internal Audit
- Firm Age ! :
s Learning
Note Hle: NS, 2e: FS, 3e: NS, 4e: FS, 5¢ : NS H21e: NS, 22¢: NS, 23e: NS, 24e: FS, 25¢ : NS
FS = Fully Supported
rs - Partially Supported HIf:NS, 2f: NS, 3f:NS, 4£:NS, SF:NS - H21f: NS, 22f: NS, 23f: NS, 24f: NS, 25f: NS
NS = Not Supported . . . .
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relationships among constructs in the conceptual framework. Moreover, the
advancing contributions of theoretical are the new dimension of internal audit
transparency and empirically testing with antecedents and consequence construct, which
a few empirical studies in internal auditing that focus on the characteristics of the
internal audit task at the organization level.

Furthermore, this research results confirm and conclude that the relationships
of the internal audit transparency and firm goal achievement are able to explain by both
two theories. The contingency theory argues that firm focuses on fitting between the
organizational context and the internal audit practices which leading to goal
achievement. Additionally, base on agency theory, the results reveal that internal audit
transparency trends to be beneficial with internal audit reliability, internal audit quality,
internal audit usefulness, information value, best decision-making and firm goal
achievement.

According to the empirical results of this research, the need for further research
is apparent. Since the results are not in accordance with the hypotheses whether some
dimension of internal audit transparency, its antecedents and consequences, including
moderating variables. Therefore, the effect should be investigated in other roles to fulfill
the internal audit literature.

Managerial Contribution

The research results provide managerial implications for both practitioners and
professional institution. The finding can help managers, or directors of Thai-financial
business firms to understand the importance of internal audit transparency that make
firms to success.

Furthermore, this research sheds some light to provide the practitioner (internal
audit directors/managers or others) and academic community with understanding and
setting priorities of internal audit work and its outcomes, identify and justify audit
practices from other factors or other views and provide more insights of the key factor
that influences audit success. Additionally, it is a significant powerful tool for
organizational success including enhancing the efficiency and effectiveness of the firm,
to achieve its performance and growth including helping the firm to keep its advantage

and respond more quickly than their competitors, which leads to success of their goals.
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Moreover, this research provide the empirical evidence possibly useful to guide
the internal audit function which concerns transparency in an internal audit such as
internal audit process openness and internal audit practice clarity. Additionally, the
Institute of Internal Auditors (IIA) of Thailand should provide more participation,
support and specific, transparency in internal audit task, in order to enhance the internal
audit outcomes of the International Standards for the Professional Practice of Internal
Auditing. Consequently, it becomes a significant key driver of determining and

explaining a firm goal achievement.

Limitations and Future Research Directions

Limitations

Although the study results have theoretical and managerial implications for
internal audit researcher and practitioners, respectively, some carefulness should be
taken due to the limitations of this research. Firstly, the period of data collection
procedure is relatively short, including this time the political unrest in Thailand, which
firms are facing trouble running their businesses; thus affecting the respondents in this
research. If this had been normal situation, the response rate would have been higher
and the sample size. Therefore, limitation concerns sample size and response rate may
affect analysis, particularly the power of statistical test. This is consistent with Wan-
Hussin and Bamahros (2013) who state that small sample size lowers the power of the
statistical tests. However, Ho and Hutchinson (2010) develop a survey questionnaire;
there are a total of 53 useable responses, representing a 26.5% useable response rate.

Secondly, the constructs of this research are developed as new scale. Although
scales are develops from a careful relevant literature and measured by using the
definition of each construct. As a result, the variables are over-lab and unclear in the
role both internal audit transparency and its antecedent and consequences include the
moderator variables. Thus, interpretation and implementation of the results should be
carefully made and concerned with applying for the next studies.

Finally, the results of this research are derived from the data only collected

from Thai-financial business firms. Thus, these finding may be lacking generalized
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Table 1A: Original Items in Scales

Constructs Items

Internal Audit Legitimacy Compliance (ALC)

ALCI1 Firm focuses on internal audit practices that follow with professional
standard and regulation for efficient internal audit practices.

ALC2 Firm strongly adheres to consistent internal audit practices with
professional standard and regulation for confident to internal audit
quality.

ALC3 Firm emphases to internal audit practices with tracking of new

professional standard and regulation to improve the for appropriate
internal audit practices.

ALC4 Firm trusts on internal audit practices that follow with professional
standard and regulation will lead to be acceptable and reliable from
stakeholders.

Internal Audit Process Openness (APO)

APO1 Firm relies on the internal audit plan is prepared clearly and covers
all activities of the organization in its entirety.

APO2 Firm strongly adheres to prepare audit plan which can help to find
potential risk timely and help to deal those risks efficiently.

APO3 Firm relies on the internal audit plan is prepared clearly and can be
used to determine the audit scope and planning.

APO4 Firm relies on the internal audit plan can be used to determine the
audit time and necessary audit resources systematically and
concisely.

APOS5 Firm focuses on disclose the internal audit plan for the stakeholders

to gain an acceptable and reliable result.

Internal Audit Method Trust (AMT)

AMT1 Firm relies on the guideline in audit program can be used to
determine the audit procedures clearly.

AMT?2 Firm relies on the audit program can be used to determine the audit
procedures which cover the audit scope and audit objective.

AMT3 Firm realizes the importance of audit program which is the well
instruction for staff to audit clearly and concisely.

AMT4 Firm believes that the audit program can help to determine the
necessary time, place, and staff to audit work.

AMTS Firm believes that the audit program can help to control audit work

honestly, independently, and completely and be acceptable and
reliable from stakeholders.

=4
&5 Mahasarakham University




209

Table 1A: Original Items in Scales (Continued)

Constructs Items

Internal Audit Practice Clarity (APC)

APC1

APC2

APC3

APC4

APC5

Firm focuses on internal audit practices that follow with professional
standard and regulation that lead to organized and clear work.

Firm relies on the internal auditor performs work accurately cause to
acquire audit scope and audit objective.

Firm relies on the internal auditor performs work to the guideline in
audit program can gain an adequate and appropriate evidences.

Firm relies on the internal auditor performs work and record the audit
finding continuously and consistently cause to acquire audit evidence
accurately and completeness.

Firm trusts on professional standard and regulation practices that lead
to acceptable and reliable for stakeholders.

Internal Audit Communication Visibility (ACV)

ACV 1

ACV2

ACV3

ACV4

ACV5

Firm emphases to communicate audit outcomes accurately and
completely which cause to acquire audit objectives.

Firm focuses on the positive communication to stakeholders to
maximize the awareness and understanding audit outcomes.

Firm emphases to communicate audit outcomes openly and timely
which lead to be high benefit for users.

Firm emphases to communicate audit outcomes to stakeholders as
directly and orderly which lead to be benefit for users.

Firm emphases to communicate audit outcomes to stakeholders as
frankly for confident of internal audit report.

Internal Audit Reliability (IAR)

[IAR1

[IAR2

[IAR3

[AR4

Firm enables to perform clear guideline in audit plan which can use to
practice in accordance with the audit scope and audit objective.

Firm enables to perform internal audit work independently cause to
increase firm value and improve performance of firm.

Firm can perform internal audit work completely in accordance with
professional standard and regulation.

Firm can perform internal audit work clearly and completely cause to
acquire audit outcomes that is neutrality and free from bias.
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Table 1A: Original Items in Scales (Continued)

Constructs Items

Internal Audit Quality (IAQ)

IAQI1 Firm enables to achieve the objective and goals of internal audit as
well.

IAQ 2 Firm enables to perform clear guideline in audit plan which can be
used to practice concisely.

IAQ3 Firm can operate in accordance with the professional standard

conforming and regulation cause to increase firm value and improve
performance of firm.
IAQ4 Firm can convey audit outcomes to stakeholders clearly and timely.

Internal Audit Usefulness (IAU)

[AU1 Firm can collect all information relevant to the decision of
stakeholders to use information quickly and timely.

[AU2 Firm can increase firm value and improve perform of firm.

IAU3 Firm can find potential risks timely and deal those risks efficiently. .

[AU4 Firm can help stakeholders to make accurate decision.

Information Value (IV)

V1 Firm presented the crucial and relevant information which
stakeholders can use to make accurate decision.

Iv2 Firm presented the fast and appropriate information which respond
stakeholders requirement timely.

V3 Firm presented the information which demonstrate the real
performance of business.

Iv4 Firm presented information that is neutrality and free from bias

which stakeholders can use to make efficient decision.

Best Decision — Making (BDM)

BDMI1 Firm decides all issues with effectively and efficiently.

BDM2 Firm has information for decisions in all activities in accordance
with goals achievement.

BDM3 Firm has judgment and considers systems in all issues that are
important for business operations.

BDM4 Firm can immediately use information for correct decision making

and timeliness.
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Table 1A: Original Items in Scales (Continued)

Constructs Items

Firm Goal Achievement (FGA)

FGA1 Firm enabled to achieve the objective and goals of organization as
well.

FGA2 Firm has gained more monetary and non-monetary performance.

FGA3 Firm confident that financial position and performance of firm are
strong and stable.

FGA4 Firm has the growth rate or market share increasingly.

FGAS Firm confident that firm has the ability and potential to maintain
growth and survive in the future.

Morality Climate (MC)

MC1 Firm supports staffs within the organization commitment to moral
principle.

MC2 Firm believes that moral principle can ensure the honest and sincere
practices.

MC3 Firm believes that the administration under moral principle can
strengthen the credibility for the organization and acceptable from
stakeholders.

MC4 Firm believes that the administration under moral principle can help

firm succeed.

Internal Audit Learning (IAL)

IAL1
[IAL2

IAL3

[AL4

Firm believes that new knowledge can help firm succeed as well.
Firm focuses on learning and understanding all activities of
organization in its entirety in order to get efficient audit work.

Firm focuses on learning and understanding available information
technology can help firm to improve internal audit work as well.
Firm focuses on learning and understanding the situation changes in
order to plan and improve internal audit practices appropriately.

Governance Awareness (GA)

GAl

GA2

GA3

GA4

Firm believes that corporate governance can drive an organization
to enhance the firm performance.

Firm emphases and strongly adheres to operating with disclosure
and fairness to all parties.

Firm encourages people to participate in governance to achieve
transparent operation.

Firm promotes setting a guideline and best practices to ensure
accuracy are straight forward which help establish the recognized of
the stakeholders.
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Table 1A: Original Items in Scales (Continued)

Constructs Items

Internal Audit Professional (IAP)

IAP1

[IAP2

[IAP3

[AP4

Firm focuses on complying professional standard that help internal audit
achieve completely audit plan.

Firm strongly adheres to consistent internal audit practices with professional
standard for confident of internal audit quality.

Firm focuses on internal audit practices that follow with professional standard
for efficient internal audit practices.

Firm trusts on internal audit practices that follow with professional standard
will lead to acceptable and reliable.

Internal Audit Ethics (IAE)

IAE1 Firm focuses on internal audit practices that follow with code of ethics for
neutrality and free from bias practices.

IAE2 Firm focuses on internal audit practices that follow with code of ethics in
accordance with necessary knowledge, skill, and experience.

IAE3 Firm relies on internal audit practices that follow with code of ethics will lead
to acceptable for stakeholders.

IAE4 Firm relies on internal audit practices that follow with code of ethics will
encourage the firm to disclose all relevant information for the decision of
stakeholders.

Regulation Force (RF)

RF1 Many current regulations have an effect on improvement operational
appropriate of firm.

RF2 Various current regulations have an effect on tracking and changing
operational appropriate of firm.

RF3 Current stringent regulations cause firm to improve appropriate operational
trend.

RF4 Current regulations have more stringent penalty that impacts firm to

continuously operate quality.

Environment Uncertainty (EU)

EU1

EU2

EU3
EU4

Business environment intense changes impact firm to develop new strategy
to increase competitive advantage.

Information technology rapidly changes impact firm to develop new strategy
to maintain market share.

Many regulations impact firm to improve operational appropriate of firm.
Many current expectation of stakeholders impact firm to determine the
operational of firm that focuses on the benefit and need of stakeholders.
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Table 1B: Test of Non-Response Bias

Comparison n | Mean ;t:, t-value p-value
Type of firm:
e Fist Group 40 | 8.700 | 3.982
e Second Group 41 | 8.098 | 3.618 0.713 0.478
81
Amount of capital:
e Fist Group 40 | 2.000 | 1.220
e Second Group 41 | 2.244 | 1.221 | -0.900 0.371
81
Total assets
e Fist Group 40 | 1.950 | 1.131
e Second Group 41 | 2.220 | 1.255 | -1.014 0.314
81
Age of firm:
e Fist Group 40 | 3.500 | 0.934
e Second Group 41 | 3.610 | 0.771 | -0.578 0.565
81
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Table 1C: Demographic Characteristics of Respondents

Percent
Description Categories Frequencies
(%)
1. Gender Male 42 51.85
Female 39 48.15
Total 81 100.00
2. Age Less than 30 years old 3 3.70
30-40 years old 26 32.10
41-50 years old 21 25.93
More than 50 years old 31 38.27
Total 81 100.00
3. Marital status Single 41 50.62
Married 40 49.38
Divorced 0 0.00
Total 81 100.00
4. Education levels Undergraduate 32 39.51
Higher than undergraduate 49 60.49
Total 81 100.00
5. Working experience Less than 5 years 3 3.70
5-10 years 17 20.99
11-15 years 13 16.05
More than 15 years 48 59.26
Total 81 100.00
6. Average revenues per Less than 50,000 Baht 14 17.29
month 50,000-70,000 Baht 16 19.75
70,001-90,000 Baht 13 16.05
More than 90,000 Baht 38 46.91
Total 81 100.00
7. Working positions Internal audit directors 26 32.10
Internal audit managers 24 29.63
Other position 31 38.27
Total 81 100.00
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Table 1D: Demographic Characteristics of Financial Businesses in Thailand

Percentage
Descriptions Categories Frequencies
(“o)
1. Type of business Thai commercial bank 5 6.17
Foreign bank representatives 1 1.23
Foreign banks branches 4 4.94
Assets management companies 12 14.82
Finance companies 2 2.47
Specialized financial institutions 3.70
Credit fanciers 2 2.47
Credit card company 3.70
Life insurance company 12 14.82
Insurance company 32 39.51
Personal loan company 5 6.17
Other business 0 0.00
Total 81 100.00
2. Authorized capital | Less than 1,000,000,000 Baht 35 43.21
of firm 1,000,000,000-5,000,000,000 Baht 21 25.93
5,000,000,001-9,000,000,000 Baht 5 6.17
More than 9,000,000,000 Baht 20 24.69
Total 81 100.00
3. Total assets of Less than 10,000,000,000 Baht 35 43.21
firm 10,00,000,000-50,000,000,000 Baht 23 28.40
50,000,000,001-90,000,000,000 Baht 4 4.94
More than 90,000,000,000 Baht 19 23.45
Total 81 100.00
4. The period of time | Less than 5 years 4 4.94
in business 5-10 years 7 8.64
11-15 years 10 12.35
More than 15 years 60 74.07
Total 81 100.00
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Table 1D: Demographic Characteristics of Financial Businesses in Thailand

(Continued)

Percentage
Descriptions Categories Frequencies
(%)

5. Number of Less than 100 22 27.16
employees 100-500 27 33.33
501-900 11 13.58

More than 900 21 25.93

Total 81 100.00
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Table 1E: Item Factor Loadings and Reliability Analyses in Sample

Factor Reliability
Constructs Items Loadings (Alpha)
Internal Audit Legitimacy Compliance (ALC) ALCI1 0.889 0.864
ALC2 0.900
ALC3 0.854
ALC 4 0.727
Internal Audit Process Openness (APO) APO1 0.900 0.887
APO2 0.898
APO3 0.879
APO4 0.906
APOS5 0.611
Internal Audit Method Trust (AMT) AMTI1 0.927
AMT?2 0.901 0.935
AMT3 0.924
AMT4 0.868
AMTS 0.830
Internal Audit Practice Clarity (APC) APC1 0.749
APC2 0.870 0.900
APC3 0.903
APC4 0.843
APCS5 0.878
Internal Audit Communication Visibility (ACV) | ACVI1 0.848 0.925
ACV2 0.906
ACV3 0.914
ACV4 0.870
ACV5 0.849
Internal Audit Reliability (IAR) TIAR1 0.826 0.902
IAR2 0.873
IAR3 0.904
IAR4 0.914
Internal Audit Quality (IAQ) 1AQ1 0.932 0.921
1AQ2 0.898
IAQ3 0.895
1AQ4 0.874
Internal Audit Usefulness (IAU) IAU1 0.913 0.922
IAU2 0.920
IAU3 0.887
IAU4 0.883
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Table 1E: Item Factor Loadings and Reliability Analyses in Sample (Continued)

Factor Reliability

Constructs Items .

Loadings (Alpha)

Information Value (IV) V1 0.874 0.865
V2 0.869
V3 0.813
V4 0.816

Best Decision — Making (BDM) BDMI1 0.901 0.915
BDM2 0.930
BDM3 0.883
BDM4 0.864

Firm Goal Achievement (FGA) FGA1 0.855 0.938
FGA2 0.929
FGA3 0.903
FGA4 0.933
FGAS 0.880

Morality Climate (MC) MC1 0.846 0.883
MC2 0.942
MC3 0.936
MC4 0.740

Internal Audit Learning (IAL) TIAL1 0.810 0.883
IAL2 0.889
IAL3 0.850
IAL4 0.914

Governance Awareness (GA) GAl 0.827 0.859
GA2 0.865
GA3 0.933
GA4 0.730

Internal Audit Professional (IAP) IAP1 0.921 0.913
IAP2 0.914
IAP3 0.925
IAP4 0.797

Internal Audit Ethics (IAE) TIAEl 0.863 0.900
IAE2 0.898
IAE3 0.858
IAE4 0.897

=7 Mahasarakham University




52> Mahasarakham University

223

Table 1E: Item Factor Loadings and Reliability Analyses in Sample (Continued)

Factor Reliability
Constructs Items .
Loadings (Alpha)
Regulation Force (RF) RF1 0.870 0.867
RF2 0.872
RF3 0.833
RF4 0. 808
Environment Uncertainty (EU) EU1 0.881 0.913
EU2 0.915
EU3 0.929
EU4 0.843
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Results of the Assumption of Regression Analysis Testing

This research verified the assumption of regression analysis, including (1)
linearity of the phenomenon, (2) constant variance of the error terms
(homoscedasticity), (3) independent of the error terms, and (4) normality of the error

term distribution. The results of testing are shown as the following.

1. Linearity of the Phenomenon

The linearity of the dependent — independent variables relationship describes
the degree change in the dependent variable as related to the independent variable. This
research uses residual plots to examine the linearity of any bivariate relationship. The
results of linearity testing do not demonstrate any nonlinear pattern to the residuals.

Thus, in overall, each model is linear.

2. Constant Variance of the Error Terms (Homoscedasticity)

The constant variance of the error terms assumption describes that the
dependent variable shows equal level of variance across the range of independent
variables. To consider the constant variance of error terms, plotting the residuals against
the predicted dependent values is used for verification. As a result, there shows no
pattern of increasing or decreasing residuals. This finding indicates homoscedasticity in
the set of independent variables.

The following shows the residual plots for linearity and constant variance of

error terms testing.
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3. Independence of the Error Terms

In regression, there is an assumption that each predicted value is independent.
These mean that the predicted value is not related to any other prediction. In this
research, Durbin-Watson statistic was used to assess that the error terms are
independence. The results of the independence of error terms assumption testing are
shown as the following in Table 1F. The results find that most of the D values are
higher than the upper bounds. This finding can be included that the independence of the

error terms assumption is met.

Table 1F: The Results of the Independence of Error Terms

Durbin-
Watson
Number Model (The value of
D statistic)
1 IAR = a; + BIALC + BAPO + [BAMT + 1.736
PiAPC +BsACV +BsIAQ + BFS + PsFA + &
2 IAQ =, + Lo ALC + B1g APO + B;; AMT + 1.925

ﬂ]gAPC +ﬂ]3ACV+ﬂ]4FS + ﬂ]_sFA + &

3 AU = a3 + ﬂ]éALC + ﬂ]7APO + ﬂ]gAMT‘i‘ 1.561
ﬂ]QAPC +ﬂ20ACV+ ﬂg][AQ + ﬁggFS + ﬁ23FA + &
4 IV =a4 + ﬂ24ALC + ﬂg_sAPO + ﬂggAMT"‘F 2.156

ﬂ27APC +ﬂ28ACV+ ﬂggFS + ﬂ_’,’oFA + &

5 BDM = a5 + B3 ALC + B APO + B33 AMT + 2.001
B34 APC + B35 ACV + B3sFS +Bs:FA + &

6 FGA = o5 + B35 ALC + B39 APO + By AMT + 1.628
B APC +By ACV + B3IV +BuBDM + PBysFS +
BasFA + &
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Table 1F: The Results of the Independence of Error Terms (Continued)
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Durbin-
Watson
Number Model (The value of
D statistic)

7 IV =a; + By IAR + Bus IAQ + By AU + BsoFS 1.968
+ BsiFA + &BDM = ag + Ps;IAR + Bs; [AQ +
Pss AU + Bss IV + PsgF'S + Ps;FA + &

8 BDM = ag + Bs;IAR + P53 IAQ + Bss [AU + 1.655
Bss IV + BssF'S + Bs:FA + &g

9 ALC = a9 + Pss GA + Psg IAP + Bey IAE + 1.875
Bsi RE +Bs; EU + BssFS + BaFA + &

10 APO = a9 + PBss GA + Bes AP + Ps7 IAE + 1.913
Pss RE +Pso EU + BnFS + BrFA + &

11 AMT = oy; + P72 GA + P73 IAP + B74 IAE + 1.702
B7s RFE +B EU + B77;FS + BrsFA + &

12 | APC = 0y; + Bro GA + Bso IAP + Bs; IAE + 1.766
Bs2 RF +Bs3 EU + BsFS + PssFA + &12

13 ACV = oy; + Pss GA + Ps7 IAP + Pss IAE + 1.678
Pso RE +Pog EU + BoiFS + PoFA + &3

14 ALC = oyy + PBos GA + Poys IAP + Pos IAE + 1.851
Pos RF +Po; EU + PosMC + Loo(GA*MC) +
Bioo(IAP*MC) ~+Boi(IAE*MC) + Bio2(RF*MC) +
Bios(EU*MC) +104FS + BiosFA + €14

15 APO = a5 + Bros GA + Bio7lAP + Bos IAE + 1.881

Bioo RE +110EU + B11iMC + B112(GA*MC) +
Biis(IAP*MC) +B14(IAE*MC) + Biys(RF*MC)
+ Bis(EUMC) +P117FS + BusFA + &5
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Table 1F: The Results of the Independence of Error Terms (Continued)

Durbin-
Watson
Number Model (The value of
D statistic)
16 AMT = al6 + PI119 GA + BI120IAP + 121 IAE 1.879
+ 122 RF +B123EU + BI124MC + BI125(GA*MC)
+B126(IAP*MC) +pI127(IAE*MC) +
PI2S(RF*MC) + BI29(EU*MC) +BI130FS +
BI3IFA + €l6
17 APC = al7 + BI132 GA + BI33IAP + 134 IAE 1.920
+ BI35 RF +P136 EU + BI37MC +
BI138(GA*MC) + 139 (IAP*MC)+PB140(IAE*MC)
+ BI41(RF*MC) + BI42(EU*MC) + BI43FS +
PI144FA + &l7
18 ACV = al8 + BI145 GA + P146 IAP + (147 IAE 1.603
+ BI48 RF +BI149EU + BISOMC +
BI151(GA*MC) + BI152(IAP*MC)
+BI53(TAE*MC) + BI54(RF*MC) +
BISS(EU*MC) +PI56FS + PISTFA + ¢€l8
19 IAR = al + PBI58 ALC + B159 APO + B160 AMT 1.983

+ B161 APC + B162 ACV + PBI63IAL +
BI64(ALC *IAL) + BI65(APO *IAL) +
BI66(AMT *IAL) + BI67(APC *IAL) +
BI68(ACV *IAL) +BI69FS + BI70FA + €l9
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Table 1F: The Results of the Independence of Error Terms (Continued)

Durbin-
Number Model Watson
(The value of
D statistic)
20 140 = a20 + PI7TIALC + BI172 APO + 1.892
B173 AMT + B174 APC + 175 ACV + BI76IAL
+ BI77(ALC *IAL) + B178(APO *IAL) +
BI79(AMT *IAL) + BISO(APC *IAL) +
PISI(ACV *IAL) +PIS2FS + PIS3FA + &20
21 IAU = a2l + PI184 ALC + BI85 APO + 2.044
BIS6AMT + BI187 APC + BI88 ACV + BISIIAL
+ BI90(ALC *IAL) + B191(APO *IAL) +
BI192(AMT *IAL) + BI193(APC *IAL) +
PI194(ACV *IAL) +PI195SFS + PBI96FA + &£21
22 IV =a22 + BI197 ALC + B198 APO + BI199AMT 2.358
+ 200 APC + 201 ACV + B202IAL +
P203(ALC *IAL) + B204(APO *IAL) +
L205(AMT *IAL) + B206(APC *IAL) +
P207(ACV *IAL) +P20SFS + P209FA + &22
23 BDM = 23 + B210 ALC + B211 APO + 2.049

B2I2AMT + B213 APC + 214 ACV + B215IAL
+ B216(ALC *IAL) + B217(APO *IAL) +
B218(AMT *IAL) + B219(APC *IAL) +
B220(ACV *IAL) +B221FS + B222FA + &23
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Table 1F: The Results of the Independence of Error Terms (Continued)

Durbin-
Number Model Watson
(The value of
D statistic)
24 FGA = a24 + 223 ALC + P224 APO + 1.704

B225AMT + B226 APC + 227 ACV + B22SIAL
+ B229(ALC *IAL) + B230(APO *IAL) +
B231(AMT *IAL) + B232(APC *IAL) +
B233(ACV *IAL) +B234FS + B235FA + 24

4. Normality of the Error Term Distribution

The normal probability plot of the residuals is used to check the normality of
error term distribution. “The normal distribution makes a straight diagonal line, and the
plotter residuals are compared with the diagonal. If a distribution is normal, the residual
line closely follows the diagonal.” (Hair et al., 2010, p.185). As shown in the following,
the values fall along the diagonal with no systematic departures. Therefore, the

assumption of normality is met.

Model 1 Model 2
IAR = a; + BALC + BAPO + B3AMT + [40 = > + By ALC + By APO +

BAPC + BsACV +B6IA0 + B/FS + BUAMT + P APC + 1y ACV +

J’_

Psfd + & BisFS + BisFA + &
i} ; o
& :"ﬂﬂ
g re
7 7

i Q’M ; :f
3 7 Pl
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Model 3 Model 4
IAU =03 + ﬁ]gALC‘i‘ ﬁ]7APO+ v =y + ﬁ24ALC+ ﬁ25APO+
ﬁ]gAMT‘i‘ ﬁ]pAPC+ ﬁggAMT‘i‘ ﬁ27APC+
ﬁgo ACV + ﬁg[[AQ + ﬁggFS + ﬁ28 ACV + ﬁ29FS + ﬁ30FA
ﬁ23FA + & + &
ﬁjﬁ n“‘*“;#
7 &
&
m§§ Wﬁ
. f@@ E;;M
i Pl
Model 5 Model 6
BDM = as + ﬁ31 ALC + ﬁ32 APO FGA = Qs + ﬁ38 ALC + ﬁ39 APO
+ ﬁ33AMT+ ﬁ34APC + + ﬁ40AMT+ ﬁ4[ APC +
ﬁ35 ACV + ﬁ36FS +ﬁ37FA + ﬁ42 ACV + ﬁ43IV +ﬁ44BDM
Es + ﬁ45FS + ﬁ46FA + &
mmdm néﬂ:tp
Mﬁ m,,w’”ﬁ
7~ rd
Era
& . o
5 s E d"’f
ol § B
Model 7 Model 8
1V =oa; + ﬁ47 IAR + ﬁ48 IAQ + BDM = ag + ﬁ52 IAR + ﬁ53 IAQ
ﬁ49 14U + ﬁ_goFS + ﬁ_s]FA + + ﬁ54 14U + ﬁ55 v + ﬁ_ngS
&7 + ﬁ57FA + &
W; EW;
Mm““‘”’ ﬂmﬂf
o ]
e .
. Pﬂf ;"‘g
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Model 9
ALC = a9 + ﬁ_sg G4 + ﬁ_gg[AP

+ ﬁ60 IAE + ﬁé] RF +
ﬁgg FEU + ﬁ63FS + ﬁ64FA

+89

3
ool

Model 11

AMT = a;; + ﬁ72 GA + ﬁ73IAP

+ ﬁ74 IAE + ﬁ75 RF +

Brs EU + B77FS + BrsFA

+ &

Model 13
ACV = a3 + Ps¢ GA + Psy IAP

+ ﬁgg IAE + ﬁgg RF +
ﬁgoEU‘i‘ ﬁg]FS + ﬁggFA

+ &3

rmal P-P Plot of Regression Standardized Residual

Dependent Variable: F_I5
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Model 10
APO = ayg + ﬁ65 GA + ﬁ66lAP+

ﬁ67 IAE + ﬁ68 RF + ﬁég FEU +
ﬁ70FS + ﬁ71FA + &0

st P

Model 12
APC =0 t ﬁ79 G4 + ﬁgo[AP

+ ﬁg] IAE + ﬁgg RF +
Bs3s EU + LS + PssFA

+ &n

[E—————

Model 14
ALC = a4 + ﬁ93 GA + ﬁ94 IAP + ﬁ95 IAE

+ Bos IAE + fog RF + o7 EU

+ PosMC + Pogo(GA*MC) +
Bioo(AP*MC)  +9,(IAE*MC)
+ Biro2(RF*MC) + B1os(EU*MC)
+B104FS + ProsFA + &1

of Regression Standardized Residual

%
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Model 15 Model_16 o ip
APO = ay5 + Pios GA + ProrlAP AMT = aus + Brio GA+ Pz
+ﬁ]08[AE + ﬁlogRF-i- +ﬁ]2] IAE + ﬁ]22 RE +
BiEU + BiMC + Bi23EU + B2 MC +
B112(GA*MC) + B115(GA*MC) Bi2s(GA*MC) +26(IAP*MC)
+ Bis(IAP*MC) +PBy1/(IAE*MC) TBiaAIAE*MC) + Bros(RE*MC)
+ Bus(RE*MC) + Brs(EU*MC) * P EUMOC) +P130FS +
+ﬁ]]7FS + ﬁ]]gFA + &5 ﬁ”]FA t &
~ ~
ﬂPM n‘ﬂ"m
of ™
s i
|7 7
Model 17 Model 18
APC = a7 + ﬁ132 G4 + ﬁ133 IAP ACV = ag + ﬁ]45 GA + ﬁ]461AP +
+ﬁ134[AE + ﬁ135RF+ ﬁ]47lAE + ﬁ]48RF+
ﬁ136EU+ ﬁ137MC + ﬁ]49EU+ ﬁ]_soMC +
B13s(GA*MC) + B39 (IAP*MC) Bi5si(GA*MC) + Bis:(IAP*MC)
+B1ao(IAE*MC) + Br41(RF*MC) +B153(IAE*MC) + Biso(RE*MC) +
+ Bi(EU*MC) + BisES + Biss(EU*MC) +pi56F'S + Bis7FA
BiaFA + &7 + e
ﬁgmﬂf;] @;”
WMW #mﬂ#m
rd 7
fﬁﬂ r;
d’mwm gm . -
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Model 19 Model 20
IAR = Aj9 + ﬁ158ALC+ ﬁ]_sgAPO N IAQ = 00 + ﬁ]7]ALC+ ﬁ]72 APO
+ ﬁléOAMT+ ﬁlél APC + ﬁ173 AMT + ﬁ]74APC +
+ Bis2 ACV + BisslAL + Bi7s ACV + PBi7slAL +
Biss(ALC *IAL) + PB155(APO *IAL) Birr(ALC *IAL) + PB17s(APO *IAL)
+ Bros(AMT *IAL) + Bs:(APC *IAL) + Biro(AMT *IAL) + B1so(APC *IAL)
+ﬁ]68(ACV *IAL) +ﬁ]69FS + ﬁ]70FA + ﬁ]g](ACV *IAL) +ﬁ]82FS +
+ &9 BissFA + &9
sd*“’mu;f @dﬂj
~ e
me s
& nvm@

V1 N
bld |

Model 21 Model 22

14U = oy + ﬁ]84ALC + ﬁ]g_sAPO v = o + ﬁ]97ALC + ﬁ]ggAPO +

+ ﬁ]86AMT+ ﬁ]87APC ﬁ]QgAMT+ ﬁgooAPC + ﬁgo]ACV
+ ﬁ]gg ACV + ﬁ]gg[AL + + ﬁgog[AL + ﬁgw(ALC *IAL) +
Bioo(ALC *IAL) + PBro1(APO *IAL) Boos(APO *IAL) + Boys(AMT *IAL)
+ Bros(AMT *IAL) + f1o3(APC *IAL) + Boos(APC *IAL) + Baor(ACV *IAL)
+ B1os(ACV *IAL) +Pi19sF'S + TBo0sFS + PopoFA + &2
BioskA + &
- opondontVaratis:E_Y .
M‘”fﬁ g
mﬂfﬁd} “’Wﬁ
wﬁm@; V “‘fﬁf
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Model 23
BDM = a3 + ﬁg[oALC+ ﬁg[]APO

+ Bor2AMT + Br13 APC + Bo14 ACV
+ BossIAL + Boi6(ALC *IAL) +
B217(APO *IAL) + B21s(AMT *IAL)
+ B219(APC *IAL) + Bo20(ACV *IAL)
TBo2iF'S + BonFA + &3
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Model 24
FGA = Oy + ﬁ223ALC+ ﬁ224APO

+ BossAMT + PBoss APC + Bozy ACV
+ PosslAL + Poro(ALC *IAL) +
B230(APO *IAL) + Bo3(AMT *IAL)
+B232(APC *IAL) +Bo33(ACV *IAL)
+PBo3sFS + PossFA + &4
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Questionnaire to the Ph.D. Dissertation
Research entitled “Internal Audit Transparency and Firm Goal Achievement :
An Empirical Investigation of Financial Businesses in Thailand”

Dear Sir,

This research is a part of doctoral dissertation of Mrs.Varipin Mongkolsamai at the
Mahasarakham Business School, Mahasarakham University, Thailand. The objective of this
research is to investigate the relationships between internal audit transparency and firm goal
achievement of financial businesses in Thailand. The questionnaire is divided into 7 parts

Partl: General information of internal audit manager of financial businesses in
Thailand

Part2: General Information of financial businesses in Thailand

Part3: Opinions in internal audit transparency of financial businesses in Thailand

Part4: Opinions in consequences of internal audit transparency of financial businesses
in Thailand

Part5: Opinions in internal factor that influence to internal audit of financial businesses
in Thailand

Part6: Opinions in external factor that influence to internal audit of financial businesses
in Thailand

Part7: Recommendation and suggestions in internal audit transparency

Your answer will be kept as confidentiality and your information will not be shared with any
outsider party without your permission.

If you want a summary of this research, please indicate your E-mail address or attach your
business card with this questionnaire. The summary will be mailed to you as soon as the
analysis is completed.

Thank you for your time answering all the questions. I have no doubt that your answer will
provide valuable information for academic advancement. If you have any questions with respect
to this research, please contact me directly.

Sincerely yours,

(Mrs Varipin Mongkolsamai)
Ph.D. Student in Accounting
Mahasarakham Business School
Mahasarakham University, Thailand

Contact Info:

Office No: 043-754333

Fax No: 043-754322

Mobile phone: 081-8832508
E-mail: Varipinl @hotmail.com
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Section 1: General information of Internal Audit Manager of financial businesses
in Thailand

I.

Gender
[1 Male

Age
1 Less than 30 years old
[141- 50 years old

Marital status
1 Single

[1 Divorced

Education levels

1 Bachelor’s degree or lower

. Work experience

1 Less than 5 years

11 - 15 years

Average revenues per month
[J Less than 50,000 Baht
170,001 - 90,000 Baht

Working position at present

[1 Internal audit director

Others....oovveeei i

=7 Mahasarakham University

[1 Female

1130 - 40 years old
1 More than 50 years old

[1 Married

1 Higher than bachelor’s degree

[15-10 years

{1 more than 15 years

150,000 - 70,000 Baht
] More than 90,000 Baht

(1 Internal audit manager



Section2: General Information of financial businesses in Thailand

1. Industrial category

2. Authorized capitals of the firm at present
[J Less than 1,000,000,000 Baht
15,000,000,001- 90,000,000,000 Baht

3. Total assets of the firm at present
[J Less than 10,000,000,000 Baht

150,000,000,001 - 90,000,000,000 Baht

4. The period of time in operating business

5. Number of employees at present

Thai commercial bank
Foreign banks branches
Finance companies
Credit fanciers

Life Insurance Company

Personal Loan Company

Others......covveeiiiiiiiiiii .

Less than 5 years

11-15 years

Less than 100
501 — 900

=7 Mahasarakham University

[J Foreign bank representatives

[J Assets management companies

[ Specialized financial institutions
[J Credit card Company

[] Insurance Company

1,000,000,000 - 5,000,000,000 Baht
More than 9,000,000,000 Baht

10,000,000,000 - 50,000,000,000 Baht
More than 90,000,000,000 Baht

5-10 years
More than 15 years

(1100 -500
[1 More than 900
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Section 3: Opinions in internal audit transparency of financial businesses in

Thailand
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Internal audit transparency

Opinion Levels

Strongly
agree

5

Agree

4

Not
sure

3

Disagree

2

Strongly
disagree

1

Internal Audit Legitimacy Compliance
1. Firm focuses on internal audit practices
that follow with professional standard and
regulation for efficient internal audit
practices.

2. Firm strongly adheres to consistent
internal audit practices with professional
standard and regulation for confident to
internal audit quality.

3. Firm emphases to internal audit practices
with tracking of new professional standard
and regulation to improve the for appropriate
internal audit practices.

4. Firm trusts on internal audit practices that
follow with professional standard and
regulation will lead to be acceptable and
reliable from stakeholders.

Internal Audit Process Openness

5. Firm relies on the internal audit plan is
prepared clearly and covers all activities of
the organization in its entirety.

6. Firm strongly adheres to prepare audit
plan which can help to find potential risk
timely and help to deal those risks
efficiently.

7. Firm relies on the internal audit plan is
prepared clearly and can be used to
determine the audit scope and planning.

8. Firm relies on the internal audit plan can
be used to determine the audit time and
necessary audit resources systematically and
concisely.

9. Firm focuses on disclose the internal audit
plan for the stakeholders to gain an
acceptable and reliable result.

Internal Audit Method Trust

10. Firm relies on the guideline in audit
program can be used to determine the audit
procedures clearly.
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Internal audit transparency

Opinion Levels

Strongly
agree

5

Agree

4

Not
sure

3

Disagree

2

Strongly
disagree

1

11. Firm relies on the audit program can be
used to determine the audit procedures which
cover the audit scope and audit objective.

4

3

2

12. Firm realizes the importance of audit
program which is the well instruction for staff
to audit clearly and concisely.

13. Firm believes that the audit program can
help to determine the necessary time, place,
and staff to audit work.

14. Firm believes that the audit program can
help to control audit work honestly,
independently, and completely and be
acceptable and reliable from stakeholders.

Internal Audit Practice Clarity

15. Firm focuses on internal audit practices
that follow with professional standard and
regulation that lead to organized and clear
work.

16. Firm relies on the internal auditor performs
work accurately cause to acquire audit scope
and audit objective.

17. Firm relies on the internal auditor performs
work to the guideline in audit program can
gain an adequate and appropriate evidences.

18. Firm relies on the internal auditor performs
work and record the audit finding continuously
and consistently cause to acquire audit
evidence accurately and completeness.

19. Firm trusts on professional standard and
regulation practices that lead to acceptable and
reliable for stakeholders.

Internal Audit Communication Visibility
20. Firm emphases to communicate audit
outcomes accurately and completely which
cause to acquire audit objectives.

21. Firm focuses on the positive
communication to stakeholders to maximize
the awareness and understanding audit
outcomes.
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Section 3 (Continued)

Opinion Levels

Internal audit transparency Strongly Not 4 Strongly
agree Agree sure Disagree | disagree
5 4 3 2 1

22. Firm emphases to communicate audit
outcomes openly and timely which lead to be 5 4 3 2 1
high benefit for users.

23. Firm emphases to communicate audit
outcomes to stakeholders as directly and 5 4 3 2 1
orderly which lead to be benefit for users.

24. Firm emphases to communicate audit
outcomes to stakeholders as frankly for 5 4 3 2 1
confident of internal audit report.

Section 4: Opinions in consequences of internal audit transparency of financial
businesses in Thailand

Opinion Levels

Consequences of internal audit Strongly Not Strongly
transparency agree Agree sure Disagree | disagree
5 4 3 2 1

Internal Audit Quality
1. Firm enables to achieve the objective and 5 4 3 2 1
goals of internal audit as well.

2. Firm enables to perform clear guideline in
audit plan which can be used to practice 5 4 3 2 1
concisely.

3. Firm can operate in accordance with the
professional standard conforming and
regulation cause to increase firm value and
improve performance of firm.

4. Firm can convey audit outcomes to
stakeholders clearly and timely.

Internal Audit Reliability

5. Firm enables to perform clear guideline in
audit plan which can use to practice in 5 4 3 2 1
accordance with the audit scope and audit
objective.

6. Firm enables to perform internal audit work
independently cause to increase firm value and 5 4 3 2 1
improve performance of firm.

7. Firm can perform internal audit work
completely in accordance with professional 5 4 3 2 1
standard and regulation.
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Section 4 (Continued)
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Internal audit transparency

Opinion Levels

Strongly
agree

5

Agree

4

Not
sure

3

Disagree

2

Strongly
disagree

1

8. Firm can perform internal audit work clearly
and completely cause to acquire audit
outcomes that is neutrality and free from bias.

4

3

2

Internal Audit Usefulness

9. Firm can collect all information relevant to
the decision of stakeholders to use information
quickly and timely.

10. Firm can increase firm value and improve
perform of firm.

11. Firm can find potential risks timely and
deal those risks efficiently.

12. Firm can help stakeholders to make
accurate decision.

Information Value

13. Firm presented the crucial and relevant
information which stakeholders can use to
make accurate decision.

14. Firm presented the fast and appropriate
information which respond stakeholders
requirement timely.

15. Firm presented the information which
demonstrate the real performance of business.

16. Firm presented information that is
neutrality and free from bias which
stakeholders can use to make efficient
decision.

Best Decision Making
17. Firm decides all issues with effectively and
efficiently.

18. Firm has information for decisions in all
activities in accordance with goals
achievement.

19. Firm has judgment and considers systems
in all issues that are important for business
operations.

20. Firm can immediately use information for
correct decision making and timeliness.

Firm Goal Achievement
21. Firm enabled to achieve the objective and
goals of organization as well.
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Section 4 (Continued)

Opinion Levels
: Strongl Not Strongl
Internal audit transparency agreey Agree sure Disagree disagrez

5 4 3 2 1
22. Firm has gained more monetary and non- 5 4 3 ) 1
monetary performance.
23. Firm confident that financial position and

5 4 3 2 1
performance of firm are strong and stable.
24. Firm has the growth rate or market share
. . 5 4 3 2 1
increasingly.
25. Firm confident that firm has the ability and
potential to maintain growth and survive in the 5 4 3 2 1
future.

Section 5: Opinions in internal factor that influence to internal audit transparency
of financial businesses in Thailand

Opinion Levels
Internal factor that influence to internal Strongly Not Strongly
audit transparency agree Agree sure Disagree | disagree

5 4 3 2 1
Governance Awareness
1. Firm believes that corporate governance can 5 4 3 ) 1
drive an organization to enhance the firm
performance.
2. Firm emphases and strongly adheres to
operating with disclosure and fairness to all 5 4 3 2 1
parties.
3. Firm encourages people to participate in 5 4 3 ) 1
governance to achieve transparent operation.
4. Firm promotes setting a guideline and best
practices to ensure accuracy are straight 5 4 3 ) 1
forward which help establish the recognized of
the stakeholders.
Internal Audit Professional
5. Firm focuses on complying professional 5 4 3 ) 1
standard that help internal audit achieve
completely audit plan.
6. Firm strongly adheres to consistent internal
audit practices with professional standard for 5 4 3 2 1
confident of internal audit quality.
7. Firm focuses on internal audit practices that
follow with professional standard for efficient 5 4 3 2 1
internal audit practices.
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Section 5 (Continued)
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Internal factor that influence to internal
audit transparency

Opinion Levels

Strongly
agree

5

Agree

4

Not
sure

3

Disagree

2

Strongly
disagree

1

8. Firm trusts on internal audit practices that
follow with professional standard will lead to
acceptable and reliable.

4

3

2

Internal Audit Ethics

9. Firm focuses on internal audit practices that
follow with code of ethics for neutrality and
free from bias practices.

10. Firm focuses on internal audit practices
that follow with code of ethics in accordance
with necessary knowledge, skill, and
experience.

11. Firm relies on internal audit practices that
follow with code of ethics will lead to
acceptable for stakeholders.

12. Firm relies on internal audit practices that
follow with code of ethics will encourage the
firm to disclose all relevant information for the
decision of stakeholders.

Morality Climate
13. Firm supports staffs within the organization
commitment to moral principle.

14. Firm believes that moral principle can
ensure the honest and sincere practices.

15. Firm believes that the administration under
moral principle can strengthen the credibility
for the organization and acceptable from
stakeholders.

16. Firm believes that the administration under
moral principle can help firm succeed.

Internal Audit Learning
17. Firm believes that new knowledge can help
firm succeed as well.

18. Firm focuses on learning and
understanding all activities of organization in
its entirety in order to get efficient audit work.

19. Firm focuses on learning and
understanding available information
technology can help firm to improve internal
audit work as well.
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Section 5 (Continued)

Opinion Levels

External factor that influence to internal Strongly Not Strongly
audit transparency agree Agree sure Disagree | disagree
5 4 3 2 1

20. Firm focuses on learning and
understanding the situation changes in order to
plan and improve internal audit practices
appropriately.

Section 6: Opinions in external factor that influence to internal audit transparency
of financial businesses in Thailand

Opinion Levels

External factor that influence to internal Strongly Not Strongly
audit transparency agree Agree sure Disagree | disagree
5 4 3 2 1

Regulation Force
1. Many current regulations have an effect on 5 4 3 2 1
improvement operational appropriate of firm.

2. Various current regulations have an effect
on tracking and changing operational 5 4 3 2 1
appropriate of firm.

3. Current stringent regulations cause firm to
improve appropriate operational trend.

4. Current regulations have more stringent
penalty that impacts firm to continuously 5 4 3 2 1
operate quality.

Environmental Uncertainty

5. Business environment intense changes
impact firm to develop new strategy to increase
competitive advantage.

6. Information technology rapidly changes
impact firm to develop new strategy to 5 4 3 2 1
maintain market share.

7. Many regulations impact firm to improve

. . 5 4 3 2 1
operational appropriate of firm.
8. Many current expectation of stakeholders
impact firm to determine the operational of 5 4 3 ) 1

firm that focuses on the benefit and need of
stakeholders.
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Section 7: Recommendation and suggestions in internal audit transparency
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Cover Letters and Questionnaire: Thai Version
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