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Abstract 

Good governance became a highly topical business issue at the beginning of the 
21st century following a series of large corporate scandals and failures. This paper 
aims to set the conceptual framework for assessed the effects of internal audit 
function (IAF) on good governance in the public sector in Iraq. The objective of 
this paper to evaluate the internal audit function in promoting effective corporate 
governance among commercial banks in Iraq, While the specific objectives are to 
analyze the impact of work experience, the positioning, level of independence and 
the risk identification, measurement and prioritization approach by using 
management support adopted to internal audit function of commercial banks in 
Iraq. This paper will try to given that insights to develop the internal audit function 
in commercial organizations which is an important part of corporate governance 
reporting since it in a straight line affects the interests of all stakeholders such as 
customers, suppliers, employees, customers, creditors and government agencies as 
well highlighting to the need of change in outlook of the  organizations team 
towards the internal audit function bearing in mind the importance of strong 
internal audit function for the growth of commercial banks which are valuable for 
the development of Iraq economy. 
Keywords: internal audit function, Work Experience, Independence, 
Positioning, Risk, and Management Support 

 
 
INTRODUCTION 

The Corporate Governance can characterize as the arrangement of principles, practices, 
and procedures by which an organization is coordinated and controlled, as well essentially entails 
weight the interests about the much stakeholders between a company, which consists of its 
shareholders, administration, customers, financiers, suppliers, government and the community. 
Since corporate governance also provides the framework for obtaining a company's objectives, it 
encompasses practically every sphere of management, (Shleifer & Vishny), “A Survey of 
Corporate Governance,” Journal of Finance 52(2) 1997: 738). Corporate governance is assembly 
together a group of smart, accomplished people around a board table to create high-quality 
decisions on behalf of the corporation and its stakeholders. Thus, corporate governance is in 
division a product of legal systems put in place and the legal infrastructure accompanying them. 
Generally, corporate governance refers to the host of legal and non-legal principles and practices 
affecting control of publicly held business corporations. Most broadly, corporate governance 
affects not only who controls publicly traded corporations and for what purpose but also the 
allocation of risks and returns from the firm’s activities among the various participants in the 
firm, including stockholders and managers as well as creditors, employees, customers, and even 
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communities. However, American corporate governance doctrine mainly describes the 
monitoring rights then associated obligations concerning three most important groups: first; the 
firm’s shareholders, who grant metropolis then have to admit foremost consolidated transactions 
second; the firm’s dado regarding directors, any are chosen with the aid of shareholders after 
supervising the management of the corporation; and third the firm’s senior executives are 
accountable because of the epoch in conformity with season operations of the corporation, 
Corporate governance mechanisms may remain classified into two controlling mechanisms: 
interior then exterior permanency by Kamardin and Haron (2011)&Doski (2015) &Yemi (2015). 

Internal audit function has helped keeping bad things from happening; ensureing good 
things can happen help management understand where their risks are, whether the risks are under 
control and whether the risks are worth taking. Internal auditors evaluate the controls that help 
organizations to manage risks and ensure controls are in place working and cost-effective by 
Nagy and Cenker (2002)&Wan-hussin and Mohammed (2012)&Ali, Mustafa, and Hanefah 
(2013). Corporate governance defined as the system by which companies are directed and 
controlled. On the last few decades, this idea has largely spread from the areas involving 
academia and also policy making through their function in supervisory the fiscal reporting 
process audit committees and enhances the caliber of information flow between company’s 
shareholders, potential shareholders, and the managers. According to Abdul Mohammad & 
Burnaby (2006) the studies indicate a paradigm shift in the activities performed by internal 
auditors. Furthermore, they studied that Internal Audit (IA) in the United States of America 
(USA) has shifted its orientation to a value-adding one. Before the enactment of the Sarbanes-
Oxley Act (SOX) of 2002, IA services were focusing on detection rather than prevention. 
However, after the issuance of the Sarbanes-Oxley Act (2002), IA changed its emphasis to a 
compliance approach. In other words, the role of internal audit in corporate governance through 
its services to the board of directors has strengthened after the Sarbanes-Oxley Act. 

Scandals (J. Cattrysse, 2005, p 32-34) that occurred in the late nineties of the past 
twentieth century in major companies, ssuch as the power company (Enron), and the 
telecommunications company WorldCom, and the other, shook investor confidence and raised 
questions about how this has allowed large companies to such scandals. This perhaps was the 
biggest period of accounting fraud in history until then, followed by sweeping regulatory reform. 
These serious events have shown critical role played by boards of directors in strengthening 
effective corporate governance, especially as they are the ultimate responsibility for internal 
control systems in their institutions, where the internal audit function plays a key role in assisting 
the councils to carry out assignments governance essentially responsible for them. 

Similarly in Iraq, as in lots of other countries in the region, the financial sector possesses 
witnessed substantial changes in the last few several years. The admittance of global banks 
including the European bank “BNP Paribas” and the Jordanian bank “Arab Bank” exemplifies 
one amongst those adjustments. The Iraq Commercial Code (LCC) 1997 Sep 29 required Iraq 
public enterprises to have internal audit departments headed by directors. This particular code 
also compels public enterprises to appoint external auditors. Moreover, since the issuance of the 
Law, Iraq public enterprises are required to undergo audit by general auditors. However, in Iraq 
there are no professional standards or international professional bodies for IA such as the IIA, 
which results in organizations establishing their own guidelines on the practice of IA (Al-Kilani 
2002; Allegory 1998). Therefore, this study is concerned with internal audit IA effectiveness 
within commercial Iraqi banks. The research issues addressed by the present study are outlined 
within this introductory chapter. In addition, the basic elements of the research plan are 
presented. Based on the previous discussion the problem arises regarding the effect of work 
experience, independence, positioning, and risk of the influence of internal Audit function in 
promoting effective corporate governance and as a key role in assisting the councils to carry out 
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governance assignments. This study will face a main question raised from theories and previous 
studies which are do the work experience, positioning, the level on independence and the risk 
identification on promoting effect on corporate governance by using the management support in 
commercial Iraqi banks?  

The general objective of the paper is to evaluate the internal audit function in promoting 
effective corporate governance among commercial banks in Iraq. While The specific objectives 
of the study are to analyze the impact of work experience, the positioning, level of independence 
and the risk identification, measurement and prioritization approach by using Management 
Support adopted to internal audit function of commercial banks in Iraq. The significance of the 
study throughout the world in the past two decades the financial industry in general and the 
banking sector, in particular, has witnessed significant developments including the consolidation 
of institutions, the globalization of operations, and the introducing of new technologies. The 
findings of this study will help internal auditors, management in MFIs, academicians, and 
students of various fields in gaining more knowledge on the use, importance and need for internal 
audit in promoting good corporate governance structures. The study will contributes to 
stakeholder theory, which states that the duties of corporations extend to all stakeholders and not 
only shareholders. The contribution of the study is first Provideing insights to improve the 
internal audit function in commercial banks which is an integral part of corporate governance 
reporting since it directly affects the interests of all stakeholders such as customers, suppliers, 
employees, creditors and government agencies, second highlighting the need to change the 
outlook of the bank staff towards the internal audit function bearing in mind the importance of 
strong internal audit function for the growth of Commercial Banks which are beneficial for the 
development of Iraq economy. 
 
LITERATURE REVIEW 
Internal Audit 

Internal audit is the examination, monitoring and analysis of activities related to a 
company's operation, including its business structure, employee behavior and information 
systems. It is designed to review what a company is doing in order to identify potential threats to 
the organization's health and profitability, and to make suggestions for mitigating the risk 
associated with those threats in order to minimize costs. Another ddefinition of Internal auditing 
is an independent, objective assurance and consulting activity designed to add value and improve 
an organization's operations. It helps an organization accomplish its objectives by bringing a 
systematic, disciplined approach to evaluate and improve the effectiveness of risk management, 
control, and governance processes. To do this, internal auditors work with management to 
systematically review systems and operations by Barua, Rama, and Sharma (2010)&Norman, 
Rose, and Rose (2010).  

Typically, the main role of audit committee was, almost exclusively, to supervise the 
financial reporting process. However, recently, within the corporate governance system, audit 
committee's role has become, in general, concerned with all aspects of corporate governance. As 
such, the role of audit committee in corporate governance encompasses duties and 
responsibilities in a number of areas such as financial statements and reporting, evaluation of 
internal audit and the internal control systems, external audit planning, risk management, and 
environmental management systems (e.g. Abdul Saleh 2014; Al-Mudhaki & Joshi 2004). 

Gramling et al. (2004) performed a literature review on the role of internal auditing in 
corporate governance. This review found that the role of an internal audit function in corporate 
governance has been analyzed using the external auditors’ evaluation of its quality, determinants 
of its reliance decision, the extent and nature of its work relied on by the external auditor and 
other aspects of the external audit (Gramling et al. 2004). The Professional Practices Framework 
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in the Institute of Internal Auditors (IIA) Research Foundation (2004) defines ‘Internal Auditing 
as ‘an independent, objective assurance and consulting activity designed to add value and 
improve an organization's operations. It helps an organization accomplish its objectives by 
bringing a systematic, disciplined approach to evaluate and improve the effectiveness of risk 
management, control, and governance processes. 

Corporate governance 
Corporate governance is defined as “the system by which companies are directed and 

controlled” (Cadbury Committee 1992, p. 15). Later in 1999, the Organization for Economic 
Cooperation and Development (OECD) introduced this definition “Corporate governance 
involves a set of relationships between a company's management, its board, its shareholders and 
other stakeholders. Corporate governance also provides the structure through which the 
objectives of the company are set, and the means of attaining the objectives and monitoring 
performance are determined” (OECD 1999). Accordingly, it can be said that the corporate 
governance concept relates to a wide range of activities, rules, guidelines, processes and 
procedures that aim to ensure that the companies' resources are optimally managed and employed 
by boards of directors which will, in turn, lead to achieve the stated objectives of the companies 
and eventually protect the interests of corporate stakeholders in particular and the society as a 
whole (Abdul Saleh 2014). 

Recent research in corporate governance finds that multiple corporate governance 
perspectives can help to explain and understand the complexities faced by corporate governance 
actors, along with these actors’ motivations and behaviors (e.g. Beasley et al., 2009; Cohen et al., 
2010; Hermanson et al., 2012). This thesis considers these key perspectives of governance to help 
understand internal audit function stakeholders’ judgments of IAF quality and their reliance on 
internal audit function information. Judgments and perceptions of quality are likely to vary 
considering the organizational perspective that drives the corporate governance process (Cohen et 
al., 2008). Kyereboah-Coleman (2007) found that large and independent boards enhance firm 
value and that combining the positions of chief executive officer and board chair has a negative 
impact on corporate performance. Boards and indeed top managers have a critical role in the 
strategic direction and success of organizations. 

Work Experience  
Considering the literature about the measurement of auditing effectiveness particularly in 

the public sector, there are more studies needed to be done (Mizrahi & Ness-Weisman, 2007). 
Similarly, earnings quality of both public and private companies is increasing in audit experience 
(Chi et al, 2010). This is because auditors that have experience tend to perform best audit 
practices in order to achieve better audit outcomes that would lead to audit success due to their 
abilities to react to their clients’ expectations, needs and the requirements due to their awareness 
to various auditing standards and practice (Ussahawanitchakit, 2012). 

Zain, Subramaniam & Goodwin (2004), argued that the size of the internal audit function 
as well as the extent of prior audit experience of the internal audit staff are likely to enhance the 
quality of the internal audit. Zain et al., (2004), explained that in a larger internal audit unit, there 
will be more staff and consequently it can be expected that the scope of the internal audit work 
covered would be much greater than in a smaller sized unit. 

Independence  
The present literature shows that the assurance focus of internal auditing promotes internal 

audit independence (J Christopher et al., 2009; Jenny Goodwin & Yeob, 2001); whereas, the 
consulting paradigm advocates the notion that internal audit operates as a partner of management 
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(Bou-Raad, 2000; J Goodwin, 2004; Roth, 2000, 2002). Nevertheless, the literature shows 
contemporary internal auditing has been embracing the consulting focus in its role (Cooper, 
Leung, & Wong, 2006) while the traditional compliance focus remains evident as well (Allegrini, 
Paape, Meville, & Sarens, 2006; Haas, Abdolmohammadi, & Burnaby, 2006; Mihret & Yismaw, 
2007). 

Similar patterns exist elsewhere. In Canada, the Canadian Securities Administration and 
the Canadian accounting professional body are also requiring more disclosure on internal controls 
(Anonymous, 2004a; Spira and Page, 2002, p. 648). The UK Accounting Standards Board (ASB) 
has expressed concern with operational events since the Cadbury Report (1992) and carry on 
with, for example, the Turnbull Reports (Anonymous, 2004b, Vinten, 2001). Overall, the eyes of 
the public are more firmly fixed on the functions traditionally associated with internal audit 
activity and how those auditors convey that information to their governing authority. The need 
for an ethical, reasonably independent and competent internal, as well as external, auditor is thus 
affirmed. 

Positioning 
An internal audit function could be viewed as a first line of defense against inadequate 

organizational governance and financial reporting. With appropriate support from the board and 
audit committee, the internal audit is in the best position to gather intelligence on inappropriate 
accounting practices, inadequate internal controls and ineffective corporate governance (Zekele, 
2007). 

Internal auditors may not always be in a strong position to do so, however (see Altwaijry, 
Brierley and William, 2004; Glasscock, 2002). An Australian survey concluded, for example, 
that internal auditors may not be seen as a ‘true profession’ by all, including some of their own 
corporate managers (Cooper, Leung and Mathews, 1994). This can result in less value being 
attributed to their services or to their views than those of so-called ‘external’ auditors. An internal 
audit position is seen by many as little more than a corporate training ground for managers 
(Cooper, Leung and Mathews, 1994; Goodwin and Yeo, 2001). Brody and Lowe (2000) found it 
likely that, as a result, internal auditors will become more involved with top management as 
consultants rather than as independent assessors. 

Risk 
Internal auditors play a key role in monitoring a company’s risk profile and identifying 

areas to improve risk management (Goodwin-Stewart and Kent 2006). In the 1950s and 1960s, it 
only consisted of basic test of the accounts with a view to isolating errors and irregularities. In 
contrast, today‘s internal auditors facilitate the development of suitable controls as part of a wider 
risk strategy and provide assurances on the reliability of these controls. The move from detailed 
low-level checks of huge volume of mainly transactions to high-level put into corporate risk 
management has been tremendous (Rudasingwa, 2006) Ernst and Young’s (2006) third 
Australasian benchmarking survey indicates that 62% of respondents’ internal audit functions are 
involved in providing assurance over risk management practices, while 47% report that internal 
audit develops and assists in the oversight of the risk management framework.  

Fraser and Henry (2007) undertook a series of interviews of the finance director, the audit 
committee chair, and, where applicable, the head of internal audit and the director of risk 
management in five large UK organizations, as well as an audit partner of from each of the Big 
Four audit firms. They found that internal audit tends to play a major role in ERM, particularly in 
the embedding of risk. More interestingly, they also found evidence of internal auditors having 
responsibility for ERM practices, despite the COSO and IIA position paper stating that 
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responsibility must rest with management. According to Mihret & Yismaw (2007), audits plans 
enable the audit staff to evaluate risk and identify high-risk areas that deserve audit attention. An 
effective internal audit function require the head of the internal audit office to periodically report 
to top management or audit committee on the internal audit activity‘s purpose, authority, 
responsibility and performance relative to its plan. 

Management Support 
Management Support: Top management has an important say in the resources devoted to 

the internal audit units. They are also likely to give input to the internal audit work plan which 
provides the internal audit department with the empowerment required for it to perform its duties 
and responsibilities, Meckling and Jensen (1976) in their paper on the theory of the firm defined 
the agency relationship as a contract under which one or more persons engage another person 
(the agent) to perform some service on their behalf which involves delegating some decision 
making authority to the agent. Thus, for the internal audit to be effective there is need for not 
only their independence but also the top management support. Management’s support is probably 
the most important factor in a company environment. the effectiveness of internal auditing 
department mostly depends on management involvement and requirement, the attitude of the 
board of directors, in addition, the Statements of Internal Auditing Standards regulates that the 
head of internal auditing should communicate directly with the board of directors regularly, and 
they should meet with each other without management on the scene at least once a year, enhance 
the independence of internal auditing.  if management provides internal auditing department with 
an independent position inside an organization, it would have a positive influence on control 
environment(Asaolu, Adedokun, and Monday 2016). 

THEORETICAL FRAMEWORK AND HYPOTHESES DEVELOPMENT 
Corporate Governance Framework: 
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Theoretical Framework 
Agency Theory 

The principles of agency theory will be used to evaluate these relationships. Applying a 
financial-economics-based theory such as ‘agency’ is of value both to understand an aspect of 
organizational practice, and to influence the manner in which management plans, establishes and 
maintains control systems (San Miguel, 2002). Though, it is not widely applied to internal audit, 
agency theory has been suggested as a useful basis to analyze why some organizations have 
internal audit departments and others do not, to examine how organizational change affects 
internal audit departments and to evaluate how or why internal audit departments vary in the way 
they do (Adams, 1994). Agency theory has been applied to determine why some public 
accountants contract for internal auditing (Caplan and Kirschenheiter, 2000) and to examine 
moral hazards within management systems of different cultures (Ekanayake, 2004; Evans, 2003). 

In most of the literature, the agency theory deals with the relationship between the 
owner/shareholder of a firm and the chief executive officer (Jensen & Meckling, 1976). In this 
view, ownership is widely held by shareholders — at least, in US jurisdiction, but not in German, 
French and Dutch jurisdiction — and managerial actions deviate from the required maximization 
of shareholder returns (Pratt & Zeckhauser, 1985). On the other hand, Fama (1980) and Pratt & 
Zeckhauser (1985) utilized the principal-agent theory to examine the hierarchical inter-manager 
relationships that exist within large firms. In this context, the firm’s chief executive officer is 
viewed as the principal who attributes decision rights to the lower level management (agents), 
and thus inducing agency costs due to information asymmetry. 

Agency theory suggests that boards should consist of outside and independent directors. It 
also proposes that the positioning of the board chairman and chief executive officer should be 
separate (Daily and Dalton, 1992; Balta, 2008). When the separation of those two roles is 
violated, mainly when the chairman is under the influence of the chief executive officer , the 
agency cost becomes great and the firm will suffer in the financial and control market (Dalton et 
al., 1999; Balta, 2008). Although Agency Theory is the dominant perspective in corporate 
governance studies, it has been criticized in recent years (Blair, 1996; Hoskisson et al., 2000; 
Fan, 2004) because of its limited ability to explain sociological and psychological mechanisms 
inherent of the principal-agent interactions (Davis, 1991). 

To minimize the potential for such agency problems, Jensen (1983) recognizes two 
important steps: first, the principal-agent risk-bearing mechanism must be designed efficiently 
and second, the design must be monitored through the nexus of organizations and contracts. The 
first step, considered as the formal agency literature, examines how much of risks should each 
party assume in return for their respective gains. The principal must transfer some rights to the 
agent who, in turn, must accept to carry out the duties enshrined in the rights. The second step, 
which Jensen (1983, p. 334) identifies as the ‘positive agency theory’, clarifies how firms use 
contractual monitoring and bonding to bear upon the structure designed in the first step and 
derive potential solutions to the agency problems. The inevitable loss of firm value that arises 
with the agency problems along with the costs of contractual monitoring and bonding are defined 
as agency costs (Jensen and Meckling, 1976). 

Stewardship Theory 
Stewardship theory is a framework which argues that people are intrinsically motivated to 

work for others or for organizations to accomplish the tasks and responsibilities with which they 
have been entrusted. It argues that people are collective minded and pro-organizational rather 
than individualistic and therefore work toward the attainment of organizational, group, or societal 
goals because doing so gives them a higher level of satisfaction. Stewardship theory therefore 
provides one framework for characterizing the motivations of managerial behavior in various 
types of organizations. 
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In contrast to agency theory, stewardship theory posits that managers are essentially 
trustworthy individuals and so are good stewards of the resources entrusted to them (Donaldson, 
1990; Donaldson and Davis, 1991; 1994). Since inside (or executive) directors spend their 
working lives in the company they govern, they understand the businesses better than outside 
directors and so can make superior decisions (Donaldson, 1990; Donaldson and Davis, 1991; 
1994). As a result, proponents of stewardship theory contend that superior corporate performance 
will be linked to a majority of inside directors as they naturally work to maximize profit for 
shareholders. 

The ‘model of man’ in Stewardship Theory is someone whose behavior is ordered such 
that pro organizational behaviors have higher utility than individualistic behaviors (Davis et al., 
1997). This model of man is rational as well, but perceives greater utility in cooperative 
behaviors than in self-serving behaviors. A steward’s utility function is maximized when the 
shareholders’ wealth is maximized. The steward perceives that the utility gained from interest 
alignment and collaborative behavior with the principal is higher than the utility that can be 
gained through individualistic, self-serving behaviors (Davis et al., 1997). Stewards are 
motivated by intrinsic rewards, such as reciprocity and mission alignment, rather than solely 
extrinsic rewards. The steward, as opposed to the agent, places greater value on collective rather 
than individual goals; the steward understands the success of the company as his own 
achievement. Therefore, the major difference between both theories is on the nature of 
motivation. Agency Theory places more emphasis on extrinsic motivation, while Stewardship 
Theory is focused on intrinsic rewards that are not easily quantified, such as growth, 
achievement, and duty. 

Furthermore, stewardship theory suggests the motives of the corporate governance actor are 
aligned with objectives of the organization and the actor has a focus on promoting value and 
organizational improvement (Beasley et al., 2009; Davis et al., 1997). Stewardship theory incorporates 
alternative behavioral principles than agency theory by suggesting behavior does not depart from the 
organizations interests (Davis et al., 1997). The behavioral principles are based on two premises: first, 
that the steward is naturally honest and trustworthy, motivated to do the best for the organization and 
not for personal gain; and second, actors behave in an entrusting manner to not jeopardize their 
reputation (Nicholson and Kiel, 2007). Therefore this theory challenges the agency theory perspective 
(Nordberg, 2011, p. 45) and the distinction is that motivation under an agency perspective is extrinsic, 
versus intrinsic motivation under stewardship. 

Hypotheses Development  
The Effect of Experience on Internal Audit Function in Corporate Governance. 

  Libby and Frederick (1990) suggested that this knowledge advantage is as a result of the 
ability to generate more likely explanations for audit findings. This leads the earlier researchers 
suggest that when an auditors gain experience, it’s an indication that; they know more about 
errors; they have more accurate knowledge on error; they know more occasional errors, and the 
causes features of errors . However, Bonner and Lewis (1990) argued that even though 
experience is a good predictor of knowledge, but not all types of knowledge are acquired equally 
by persons with a given amount of experience. Likewise not all persons with similar experience 
in a domain are likely to have similar problem solving abilities but rather it depend on the task or 
clients activities and because the different types of knowledge are acquired through different 
specific experiences and training. 
 H1: Experience has positive effect of corporate governance. 
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The Effect of Independence Internal on Audit Function in Corporate Governance 
According to Millichamp, (2002), the internal auditors should be placed in the 

organisational pattern of a business with independence in mind. Being bound more closely to its 
company than an external auditors bound to their clients, the internal auditing department enjoys 
a somewhat smaller degree of independence as compare to external auditor. The internal auditors 
work under the direction of the management of an organisation or institution and they may be 
concerned with areas of managerial control. The objectives, therefore, is to assist management in 
the effective discharge of their responsibilities.  

The level of contribution that internal auditors can make in improving risk management 
and organisational performance depends on its status in the organisation. The internal audit 
function of an organisation should be given a sufficiently high status in the organisational 
structure to enable better communication with top management and to ensure independence of 
internal auditor from auditees (Mihret Yismaw 2007). 

H2: Independence has positive effect of corporate governance. 

The Eeffect of Positioning on Internal Audit Function in Corporate Governance 
Internal auditors may not always be in a strong position to do so, however (see Altwaijry, 

Brierley and William, 2004; Glasscock, 2002). An Australian survey concluded, for example, 
that internal auditors may not be seen as a ‘true profession’ by all, including some of their own 
corporate managers. This can result in less value being attributed to their services or to their 
views than those of so-called ‘external’ auditors. An internal audit position is seen by many as 
little more than a corporate training ground for managers (Cooper, Leung and Mathews, 1994; 
Goodwin and Yeo, 2001). 

H3: Positioning has positive effect of corporate governance 

The Effect of Risk on Internal Audit Function in Corporate Governance 
Internal auditors play a key role in monitoring a company’s risk profile and identifying 

areas to improve risk management (Goodwin-Stewart and Kent 2006). The aim of internal 
auditing is to improve organisational efficiency and effectiveness through constructive criticism. 
IA has four main components: (1) verification of written records; (2) analysis of policy; (3) 
evaluation of the logic and completeness of procedures, internal services and staffing to assure 
they are efficient and appropriate for the organisation’s policies; and (4) reporting 
recommendations for improvements to management (Eden and Moriah 1996).  

H4: Risk has positive effect of corporate governance 

The Moderating Effect of the Management Support on Internal Audit Function in Corporate 
Governance 

Alzeban (2014) examined the effectiveness of the internal audit function within Saudi 
Arabia government. The study noted that there were factors that contributed to the perceived 
effectiveness of the internal audit function in Saudi Arabia including competence, independence, 
size of the function, the relationship between internal and external audit and the extent of 
management support for the internal audit function and also as to the role of management support 
for the internal audit function as a key driver of the effectiveness of the function. In the context of 
Malaysia, Hammad et al., (2012) the lack of qualified , skilled and experienced internal auditors 
greatly reduced the effectiveness of the internal audit function within the public sector in 
Malaysia. There were few internal auditors in the government with 10 years of experience.  

Masika (2013) examined the effect of the risk based internal auditing on the effectiveness 
of the internal audit in regulatory state corporations in Kenya. The study concluded that the 
internal audit in RSCs in Kenya has strived and attained a good level of effectiveness. However, 
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there were noted weaknesses in management support of the internal audit function, as well as the 
ability of the internal audit function to capture the needs of the management. 

H: 6a The Management Support strengthens the relationship between Experience and 
Internal Audit Function in Corporate Governance. 
H: 6bThe Management Support strengthens the relationship between Independence and 
Internal Audit Function in Corporate Governance. 
H: 6c The Management Support strengthens the relationship between Positioning and 
Internal Audit Function in Corporate Governance. 
H: 6d The Management Support strengthens the relationship between Risk and Internal 
Audit Function in Corporate Governance. 
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