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E The paper discusses role of internal auditor in an organization. Brief Outline of the Social Role of Auditing in practice is also

organization is also studied.
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discussed. How an Organizational Culture affects the role of internal auditor in an organization and role of internal auditor in an

Internal audit and its inevitability being the backbone of the
organisational structure to stand independently as well as insured
and dynamically progressive. This is utmost necessary for effective
management and the public in general too. Internal auditing as a
profession which can supervise all different professional sectors
can offer guidelines along with red signals and safety measures for
organisations& units as such under its supervision and structure.

Looking at the present scenario of industrial, professional, co-
operative, certain government and private companies, the
effective system of internal audit is absolutely inevitable. There are
certain external factors which might cast adverse repercussions
and impacts which might not only hamper the financial growth,
the public confidence and genuine and legitimate profit ratio of
the organisations irrespective of organisation being government,
public or private. It is the sound system of internal audit can only
point out certain lapses, lacunas and deliberate malpractices and
they are through this system only can be brought to the notice of
the competent authorities prior to the final reporting of accounts,
balance sheets and annual reports to the general public. The
financial discipline and norms setup for financial management are
normally in any type of the sector maintained and strengthened
otherwise so many hidden irregularities in maintenance of
accounts, financial administration and financial coordination of
different units are likely to be affected adversely which might
affect the profit, financial stability and the prestige of the
organisation. This is how, internal audit as sound insurance to
organisation is to be adequately envisioned, effectively
implemented and result oriented so as to enhance the multisided
progress of the company organisation as the case may be.

The basic norms and principles laid down by the institute of
chartered accountants are to be accepted as the standard
parameter for evolving all proof and sound system of internal
audit.

The scope of internal auditing within an organisation is broad and
may involve topics such as the efficacy of operations, the reliability
of financial reporting, deterring and investigating fraud,
safeguarding assets and compliance with laws and regulations.

Brief Outline of the Social Role of Auditing

Auditing is seen as a means of protection. Small businesses are
generally managed by their owners, who are well aware of what is
happening within the business. As businesses grow, the close
control that the owner/managers are able to give the business
becomes more difficult. Once an organization becomes too large
for the direct monitoring of the critical aspect of the organization’s
activities by the principals of the organization, some form of
additional monitoring would be required. This is generally
described in most modern literature as “audit”. The form and
nature of this “audit” is driven by how it is appointed. If the
appointment is driven by the needs of government regulation, to
keep shareholders informed, then the appointment is considered
to be that of an external audit (Ghosh, 2014). There are, however,
other influences on organizations that may lead to the
appointment by the organization of “internal auditors”.

The duties of the internal auditor are set by management. Internal
auditors have become so numerous now that they have formed a
professional body, the Institute of Internal Auditors (Henderson et
al, 2014). As with most professional bodies of employees the IIA
supports its members by laying out professional guidelines that
cover the roles an internal auditor should undertake. The IIA holds
that internal auditors are appointed by the management of an
organization for a “number of purposes” (Henderson et al, 2014).
These purposes include ensuring that information generated by
the organization and delivered to management is accurate. The
internal auditor is also required to ensure the organization is
properly protected from its business risks or at least is making
informed decisions about these risks (Salawu and Agbeja, 2014).
The IIA would consider that internal audit is a comparatively wide
brief encompassing a wide range of activities beyond simply
verifying the books of account for management.

The firm that employs an internal auditor has generally reached a
size where the senior management can no longer observe all the
key operations. Thus, the internal auditor is appointed

to gather information about the integrity of the operations of the
company and report back to management. The nature of this
information and the breadth and depth of the internal audit brief
would be set by senior management, or in a growing number of
organizations, at board level. Thus, the brief may be relatively
confined or very broad. The lIA sees the role as a broad one, thus, it
is possible that roles to which management or the board in one
company give a special title, would be seen in another company or
by the IlA as an internal audit role. For example, the IIA handbook
includes within the scope of work that an internal auditor may
perform the following: “review of quality of performance”. Thus,
one firm may have a Quality Manager, who performs identical
tasks to those assigned to the internal auditors of another firm
when they undertake a “Quality Audit” (Pylypenko, 2011).

Larger organizations would, over time, develop internal
peculiarities within the organization that make it unique in the way
itis both seen by the world and sees itself. Thus, there would often
be specialist monitoring roles that fit the description outlined
above. For the purposes of this work, such specialist monitoring
roles would be considered as belonging to the internal audit
function regardless of how the organization may regards them
(Costuleanuetal.2013).

A Brief Introduction to Organizational Culture

Since time out of mind (as the Old Saxon saying goes), mankind
has organized for collective advantage. At the micro-level such
organizing has today lead to the firm or corporate entity. So today,
when we talk of organizations we generally talk in terms of
business entities. It is with that concept in mind that organizational
behaviour has come to be associated with the social or group
behaviour of individuals who see themselves as members of a
particular corporate organization. These simple economic
organizations vary in size from a small group to many thousands of
people, who may simultaneously be members of several different
organizations, each of which would influence the attitudes and
values of the group. Generally, this type of social interaction is
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considered to be organizational culture and has been the province
of anthropologists and sociologists. Today, however, accountants
have started to consider the influence that these attitudes and
values have on the production and use of accounting information
(Macintosh, 1994, Kloot, 1997). Thus, accountants have
expressed growing interest

in the influence of the culture of an organization on its behaviour
and the effect that this behaviour has on the financial accounting
operations of the organization. Accountants are recognizing that
any activity of the organization would have an effect on the
accounts. For example, the ability of an organization to maintain
higher quality standards than its competitors would affect how
well that organization is accepted within its market and therefore
how successful itis within its chosen industry.

An Introduction to the Concept of the Organizational Sub-Culture
If organizations have defined cultures, what about the
organizational sub-unit. Hofstede (1980) identified differences in
culture in sections of the same organization located in different
countries. Hofstede (1980) found that several sub-cultures could
exist in an organization. Using the model he developed, he
considered these sub-cultures from an international perspective,
and recognized that offices of his chosen international
organization located in different countries exhibited different sub-
cultural attributes, while acknowledging the dominant culture of
the corporate entity (Hofstede 1980). Other writers, for example,
Langfield (1995) have found similar sub-cultures. Thus, it is clear
that different groups within an organization would have different
sub-cultures. At the same time, the organization would tend to
have a dominant culture. Accordingly it is likely that the internal
audit role would have a sub-culture. This study of the internal audit
role would examine the development of a separate-sub-culture by
the internal audit role of an organization.

REFERENCES

1. Bansal, S.C. and Sharma, L. (2012) New Challenges of Accounting and Auditing in
E-Enviornmentin India, RevistaUniversoContabil, Brazil.

2. Bhasin, M.L. (2012) Corporate Governance and Role of the Forensic Accountant.
The Chartered Secretary Journal, Vol. 38(10), pp. 1361-1368.

3. Bussin, M. (2012) Organizational Readiness for Introducing a Performance
Management System. South African Journal of Human Resource Management,
Vol. 10(01), pp.01-11.

4.  Bhasin, M.L. (2014) Corporate Accounting Fraud: A Case Study of Satyam
Computers Limited. The Chartered Secretary Journal, Vol. 18 (10) pp. 26-38.

5.  Baker, L.L. and Graham, R.D. (2013) Control Self-Assessment. Internal Auditor,
Vol. 53(02), pp. 52-57.

6. Cooke, RA. and Lafferty, J.C. (1987) Organizational Culture Inventory Human
Synergistics, Plymouth.

7. Coffey, REE. et al. (1994) Management and Organizational Behaviour, Irwin,
Homewood.

8. Cameron, K.S. and Quinn, R.E. (1999) Diagnosing and Changing Organizational
Culture, Addison-Wesley, New York.

9.  Cooke, R.A. and Szumal, J.L. (2000) Using the Organizational Culture Inventory to
Understand the Operating Cultures of Organizations, Sage Publications, Thousand
Oaks.

10. Clarke, F. et al. (2003) Corporate Collapse — Accounting, Regulatory and Ethical
Failure, Cambridge University Press, Cambridge.

11. Cangemi, M.P. (2012) Corporate Audit Procedures Manual, John Wiley & Sons,
Inc., New York.

12. George, R. (1960) Ideas of Culture, Cambridge University Press, Cambridge,
London.

13. Guba, E.G. and Lincoln, Y.S. (1996) Competing Paradigms in Qualitative Research,
Thousand Oaks, CA, Sage.

14. Glover, S.M. and Romney, M. (1997) Software-20 Hot Trends. Internal-Auditor,
Vol.

15. 54(04), pp. 28-38.

16. Gupta,V. and Hanges, P.J. (2002) Cultural Clusters: Methodology and Findings.
Journal of World Business, Vol. 37 (05) pp. 11-15.

17. George, A.L. and Bennett, A. (2005) Case Studies and Theory Development in the
Social Sciences, MIT Press, Cambridge Mass.

18. Goodwin, J. and Yeo, Y.T. (2010) Two Factors Affecting Internal Audit
Independence and Objectivity: Evidence from Singapore. International Journal of
Auditing, Vol. 5, pp. 107-125.

19. Goddard, A. (2014) Organizational Culture and Budgetary Control in a UK Local
Government Application. Accounting and Business Research, Vol. 27 (03), pp. 110-
214.

20. Ghosh, J.K. (2014) Auditing: A Social Perspective “What And How An Audit Can
Contribute to Society. Indians Streams Research Journal, Vol. 04 (10), pp. 01-06.

21. Hofstede, G. (1980) Cultures Consequences: International Differences in Work-
related Values, Beverly Hills, Sage Publications, California.

22. Hofstede,G. (1991) Cultures and Organizations: Software of the Mind, Macmillan,
London.

23. Hussey, J. and Hussey, R. (1997) Business Research: A Practical Guide for
Undergraduates and Postgraduate Students, McMillan Press Ltd, London.

24. Herd, R.J.(1999) Some Marine Casualties — Exercises in Forensic Naval Architecture.
Australian Naval Architect, Vol. 03 (04), pp. 21-42.

25. Hala, N (2003) If Capitalists were Angels — Sherron Watkins — The Fall of Enron - An

26.

27.

28.

29.
30.
31
32.
33.
34.
35.
36.
37.
38.
39.
40.
41.
42.
43.
44.

45.

46.

Interview, Internal Auditor, Vol. 11 (05), pp. 96-110.

Henderson, D.L. et al. (2014) The Effect of Internal Auditors Information
Technology Knowledge on Integrated Internal Audits. International Business
Research, Vol. 06 (04), pp. 77-82.

Heron, R. A. and Lie, E (2015) What Fraction of Stock Option Grants to Top
Executives have been Backdated or Manipulated? Management Science, Vol. 55
(04), pp. 513—525.

Hosban, A. and Hamdan, M.N. (2015) Role for Internal Auditor to Cope with IT
Risks and IT Infrastructure in Indian Commercial Banks. International Journal of
Business and Management, Vol. 10(03), pp. 1013-1078.

Irish, R.A. (1966) Auditing, 3rd Edn., Law Book Company, Melbourne.

1A (1997) The Handbook, Altamonde Springs, Florida. USA.

I1A (2014) The Handbook, Altamonde Springs, Florida. USA.

Jeffords, R. (1999) How Useful Are the Treadway Risk Factors? Internal Auditor,
Vol.49(03) pp. 12-30.

Jatinder, P.S. and Doliya, P. (2015) On the Audit of Fair Value Measurements.
Economic Horizons, Vol. 17 (01), pp. 59-69.

Kowalizyk, D.S. (1984) Cadmuses Operational Audit, John Wiley and Sons,
Canada. Review, Vol. 72 (03), pp. 407-431.

Chadwick, W.E. (2012) Oh No the Auditor is Here. Internal Auditor, Vol. 12 (03),
pp.22-33.

Costuleanu, C. et al. (2013) Limiting Civil Liability in the Sphere of Business
Auditing. Theoretical and Applied Economics, VVol. 09 (562), pp. 61-70.

Cutler, S.F. (2014) Audit Committee Reporting: A Guide for Internal Auditing, II1A
Research Foundation, New York, U.S.

Dicksee, L.R. (1915) Business Methods and the War, Longmans Green, London.
Dent, J.F.(1991) Reality in the Making: A Study of Organizational Transformation.
International Studies of Management and Organization, Vol. 21 (04), pp. 91-100.
Dhamankar, R. and Khandewale, A. (2003) Effectiveness of Internal Audits. The
Chartered Accountant, Vol. 22 (05), pp. 12-22.

Edwards, J.R. (1980) British Companies Legislation and Company Accounts, Arno
Press New York, Vol. 01, pp. 1844-1976.

Fernando, A.C. (2009) Business Ethics: An Indian Perspective, Pearson Education,
New Delhi.

Fekete, S. and Keith, L (2001) Companies are People, Too: Discover, Develop, and
Grow Your Company'’s Personality, New York: Wiley.

Fitz, G.B. and Gizycki, M. (2001) A History of Last-Resort Lending and Other
Support for Troubled Financial Institutions in Australia, RBA Research Discussion
Papers.

Falkowski, M. (2010) Internal Audit as a Tool for Combating Economic Fraud. Case
Study of the Misappropriation Process of Company’s Asset. Contemporary
Economics, Vol. 05 (03), pp. 01-291.

~| www.worldwidejournals.com I



