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Abstract:  

Internal audit has come a long way where the practice of internal auditing has evolved and 

developed significantly for the last decades. As a result, the internal audit roles have evolved 

over time from fraud detector and preventer to management partner. Provided the tightened 

regulatory frameworks and changing business environments, internal auditing is not 

projected to stay at its current level of growth; the role of the internal auditor is expected to 

rise at a high rate in the coming decades and beyond. Nonetheless, the expanding role of has 

brought challenges to internal audit function. As a result, this paper is aimed to explore the 

role of internal audit and related challenges. To meet the objective of the study, qualitative 

research approach was employed and the study results draw on the primary data obtained 

by interviewing 12 respondents) with firsthand working relationship with internal audit 

function in one construction company in Ethiopia. The finding indicates that the traditional 

compliance and assurance dominates overall activities of internal auditing. 
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1. Introduction 
 

In this section, we provide background information about the subject of the thesis- general 

background to the internal audit, internal auditing in Ethiopia; discusses problematization; and 

describes the organizational context, construction sector in Ethiopia. Furthermore, the section 

explains research objectives and eventually outlines the thesis structure. 

 

1.1 Background  

Internal audit Function (IAF) is an alternative organizational control system, deployed to verify 

the division's operating results' integrity, accuracy as well as the division manager's adherence 

to operating regulations and procedures (Miguel, 1984). Internal audit function plays a crucial 

role in safeguarding assets of an organization. It provides an independent, objective assurance, 

and consulting services designed to add value and improve an organization’s operations. 

According to the Institute of Internal auditing (IIA, 2004), “internal auditing helps organization 

accomplish its objectives by bringing a systematic, disciplined approach to evaluate and 

improve the effectiveness of risk management, control, and governance processes”. 

Furthermore, Internal auditing plays a key role by serving as a core function in monitoring, 

controlling, and supporting not only financial reporting but also the entire business process of 

a firm. The extent of modern internal auditing as defined by IIA (2006) encompasses value for 

money, risk evaluation, managerial effectiveness and process efficiency, and governance 

mechanisms. Because of its unique place and nature of responsibilities, the internal auditor 

function serves as an enforcer of good corporate governance within the company (Soh & 

Martinov-Bennie, 2011; Raiborn et al., 2016). Hence, internal audit function is an integral part 

of most organizations whether it is for-profit or not; and has grown in prominence as a 

beneficial monitoring instrument in corporate governance (Sarens & Abdolmohammedi, 

2010). By providing constructive assessments through independently produced information, 

internal audit enables companies to properly manage the potential risks and to be effective and 

efficient in business operations. Hence, Internal audit should focus proactively on significant 

risks, affecting businesses with catalyst, analysis, and assessments to be genuinely effective 

(IPPF, 2017).  

In the past, the internal auditing duty was confined to that of a watchdog and financial audit, 

an integral part of the internal control system but seen as secondary to the attainment of 

corporate goals (Ferry et al., 2017; Gupta & Ray, 1992; Ebaid, 2011; Engelbrecht et al., 2018). 
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As a result, internal audits are sometimes referred to as “compliance” audits which are 

considered as traditional form financial audits (Miguel, 1984). Nonetheless, the internal audit 

function is not merely about the compliances and safeguarding of a company's assets but 

considered as a value adding function. It encompasses ascertaining sounds and adequacy of 

internal controls, reliability of account information and other data, appraising the quality and 

effectiveness of performances in organization (Ramamoorti, 2003).  

Unlike external auditing whose responsibility is to give reasonable assurance about fair 

presentation of financial statements, internal auditing goes beyond monitoring financial       

statements. Internal auditing ensures whether financial, non-financial transactions, and 

business dealings are made according to organization’s predefined policies, regulations, and 

rules. Internal audits focus primarily on compliance with regulatory frameworks, internal 

policies, rules and procedures. Contrary to external auditing whose sole responsibility is to 

ensure the financial statements of an organization are presented according to generally 

accepted accounting principles and is free from material misstatements, the internal auditing 

has broader scope.  

1.2 Internal auditing in Ethiopia  

Financial reporting and auditing standards for private and state-owned organizations in 

Ethiopia are governed by Commercial Code which was issued in 1960. The commercial code 

governed business formation and operations for over 60 years without any amendments. 

However, to align with the demands of changing landscape in social, political, and business 

environments, the long-serving commercial code was replaced with new Commercial Code in 

April 2021.The international donors and partners are major players in pressuring the Ethiopian 

government to update the regulatory frameworks, country's financial infrastructure, and to 

stimulate private investment through improved risk assessment and atmosphere of reduced 

corporate failure as part of economic policy reforms (Woldegebriel, 1994). To manage and 

support its development agendas, Ethiopia heavily relies on loans, grants, and economic policy 

reform guidance’s from the International Monetary Fund (IMF) and the World Bank.  

In the early 1990s, the Ethiopian government began reforming public sector financial reporting 

and internal auditing, mostly with the help of aforementioned foreign financial institutions and 

Western consultants (Woldegebriel, 1994; Mihret et al., 2012). During 1997, Internal auditing 

emerged as a distinct function. The Office of Auditors General was given the responsibility of 

overseeing and regulating internal audits in government offices and public enterprises (Kidane, 
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2012). The Office of the Federal Auditor General (OFAG) used to oversee accounting and 

auditing regulation. However, the authority of the Office of the Auditors General was limited 

to public sector enterprises rarely addresses private sectors. The auditor general was also given 

the authority to establish minimum requirements for internal auditor recruitment, conduct 

internal auditor training, and require reporting on internal audit of government enterprises.  

Apart from the establishment of governmental Office of Auditors General (OFAG) in 1997 and 

Accounting and Auditing Board of Ethiopia in 2014, there were no major noticeable changes 

regarding the development internal auditing. Prior to the establishment of Accounting and 

Auditing Board (AABE), generally accepted accounting principles and generally accepted 

auditing standards are required by several legislation, however these standards are not well 

defined and constituted as legal framework (Mihret et al., 2012; Kidane, 2012). The office 

established some financial accounting, reporting, and external auditing standards for enterprises 

doing business in Ethiopia. However, the contribution to the growth of accounting and auditing 

in the country was limited by its limitations, which include the fact that it does not cover all 

aspects of accounting and auditing (Kidane, 2012). Nonetheless, it did not specify the 

accounting standards to be followed in financial reporting, did not describe an auditor's 

qualifications, and did not consider compliance to the professional auditing and accounting 

standards. 

Especially, for private sector entities there were no regulatory framework or entity that 

addresses auditing and accounting practices. Although, Ethiopian professional Association of 

Accountants and Auditors (EPAAA) has been there for long time, it does not have authoritative 

power regarding the profession. The Ethiopian professional Association of Accountants and 

Auditors (EPAAA) is not a professional certification or regulatory body nor does have legal 

backing to enforce professional practices, and is not a member of the International Federation 

of Accountants (IFAC).  Likewise, Ethiopia is not a member of International Federation of 

Accountants (IFAC). 

In 2014, however, the government issued financial reporting proclamation 847/2014 and 

established Accounting and Auditing Board of Ethiopia (AABE). AABE is empowered to issue 

standards and directives related to financial reporting and auditing for all reporting entities 

expect government and micro-enterprises. The proclamation requires reporting entities to us 

International Financial Reporting Standards (IFRS) for financial reporting and International 

Standard on Auditing (ISA) for auditing. Furthermore, it is mandated to register and license 
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public auditors, oversee professional accountancy body, and conduct investigation and impose 

administrative sanction on public auditors to enforce financial reporting and auditing standards. 

In general, for a long period, the auditing and account profession has not been given the 

necessary legal and regulatory frameworks and is not well-developed profession (Kidane, 

2012; Mihret et al., 2012). 

1.3 Problematization 

The Internal audit function emerged over the last half-century in response to managers' 

demands for operating and enforcement rules to assist them plan and supervise the operations 

of ever complex and expanding businesses (Miguel, 1984). The growing complexity of 

business activities and the increasing span of management within an organization has 

necessitated the development of a set of controls to ensure that the business is run efficiently. 

In this regard, the internal audit function is considered as the best alternative by providing on-

the-spot assistance, where internal control is evaluated immediately, as external audit which 

focuses on historical events. Despite the overwhelming recognition of internal auditing in 

corporate governance (Yeboha, 2020), and increasing requirement to disclose their corporate 

governance, there are no similar statutory requirements for the existence of internal audit 

function (Soh & Martinov-Bennie, 2011). As a result, there is limited information about the 

role and effectiveness of internal audit in many companies. 

The role of internal audit, fueled by the corporate scandals of the 1970s and 1980s and 

increasing demand of corporate accountability, has grown, and gained popularity as a field of 

study (Sarens et al. ,2010; Soh & Martinov-Bennie, 2011) and transforming with its 

environment (Mihret et al., 2010; Volodina et al 2021). Likewise, changing roles of internal 

auditor is driven by recent changes in environmental, and internal auditing landscapes (Mihret 

et al., 2010). Further exacerbated by the debacles of ‘big to fail’ companies like Enron, 

WorldCom and Waste Management, regulators, policy makers, and investors consider internal 

audit as a critical function in safeguarding interest of different stakeholders in an organization.  

In line with this, after the enactment of Sarbanes Oxley Act (SOX) in 2002 by U.S. Congress, 

the New York Stock Exchange (NYSE) requires all listed companies to have an internal audit 

function. Countries like China, India, and Thailand require all listed companies to have an 

internal audit function, whereas in Hong Kong and Australia companies are recommended to 

have one (Raiborn et al., 2016). Finding by Soh and Martinov-Bennie (2011) indicate the 

existence of general organizational and cultural shifts that have resulted in a greater acceptance 
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of the importance and benefit of having an internal audit function. Nonetheless, few countries 

require companies to have internal audit functions, and in most cases, it is recommended to 

have one but not mandatory. However, to safeguard interests of shareholders and different 

stakeholders, organizations are required by law to issue audited financial statements by external 

auditors. As a result, lack of mandatory regulatory frameworks for maintenance of internal 

audit functions limits effective and efficient risk management, accountability, governance 

process, and protection of shareholder's interest.  

On the other hand, maintaining an internal audit function seems costly and there exists a 

misconception that its role can be covered by external auditing. Nonetheless, misconceptions 

and misjudgments concerning the important roles of internal audit have cost many businesses 

and wiped-out billions of dollars from well-functioning markets (Raiborn et al., 2016). The 

major accounting scandals in companies like Enron, WorldCom and Waste Management, and 

the recent 2008 financial crisis are good examples why organizations should maintain effective 

internal audit functions in addition to external audit services. Citing Rossiter (2011), Raiborn 

et al. (2016) note that “When external auditors serve as internal auditors, as was the case with 

Enron, the corporate governance process (and even the firm itself) can fail''.  

Internal auditors have shifted their focus from standard compliance auditing to value added 

auditing in recent years. These days, internal audit functions are required to play multi-roles 

such as compliance, assurance, and advisory. Even if a company maintains an internal audit 

function, its effectiveness is challenged by the multi-role it plays. Internal audit function act as 

an assurance and consultancy service provider to the management and board of directors 

through the audit committee. Internal audit acts as watchdog, helper, and protector of 

management and even sometimes as service delivery which eventually leads to tensions (Ferry 

et al., 2017).  It functions as strategic advisor, performance auditor, and participates in the 

management committee (Volodina et al, 2021; Soh & Martinov-Bennie, 2011). On one hand, 

the internal audit function is considered as the guardian of a company's assets by providing 

assurance services by sustaining its independence. On the other hand, it participates in the 

normal operations of daily business operations, supports management in business strategy 

development activities, advising the board of directors, and supporting the audit committee. 

Balancing these perspectives lead to conflicting interests from different parties which creates 

a dilemma about which role to prioritize or fulfill.  
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Given the potential conflict among different roles of the internal audit, it has underlying 

implications for the independence and thus affects the quality or objectivity of the assurance 

services (Ebaid, 2011; Soh & Martinov-Bennie, 2011, Mihret et al. 2011). Ensuring internal 

audit independence is important to assure managements’ integrity on financial reporting 

(Adams, 1994). Maintaining independence, which refers to the ability to perform 

independently and objectively without interference from management or other organizational 

staff (Raiborn et al, 2016), is an elusive issue for internal audit function. For external auditors, 

however, independence refers to independence in fact and appearance. Because internal audit 

function is an integral part of an organization in most cases maintaining independence is a 

challenge. As a result, internal auditors face tension in fulfilling their different role as 

watchdog, assurance provider and value adding services (Volodina et al 2021; Gedron et al., 

2001). Internal audit functions are limited by a lack of independence, support from senior 

management, and competent staff, according to research findings (Ebaid, 2011; Volodina et al 

2021; Christopher et al., 2009; Burnaby et al., 2006). This shows the importance of 

understanding how organizations address the evolving roles of internal audit. Oftentimes, the 

role of auditor has been thrust into the spotlight in these times of enormous global and sectoral 

shifts—and not always in a favorable light. The goal of this research is to look into important 

roles of internal auditor in an organization. This research therefore targets to explore the roles 

of internal audit roles and challenges in the selected case study. Because, internal audit is 

critical in ensuring that businesses and people receive accurate financial reports. Understanding 

the auditor's evolving role and defining how it appears today and in the future is essential. 

1.4 Objective of the study  
 

The general objective of the study was to explore the evolving roles of internal audit and provide 

insights into the related challenges.  

1.5 Thesis Structure 

This study is organized into six sections. The first section started by discussing basic 

background for the research followed by overview of auditing in Ethiopia. It also provided a 

description of the research area, the nature of construction sector in Ethiopia, and the 

organizational context. Then the research objective was briefly discussed.   

The second section explores both theoretical and empirical literature review that are useful for 

understanding internal audit functions. It starts by addressing internal auditing theoretical 

review and then followed by the empirical evidences. This section discusses theoretical 
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framework by addressing role conflict and the role ambiguity elaborates on the roles of internal 

audit and internal audit effectiveness. 

Section three deals with the research method and methodology. It first explains the essence of 

the qualitative research approach and the reasons why it was selected in this research, methods 

of data collection, and analysis were explained.  

Section four is concerned with data presentation and analysis. In this section data sources from 

the interview were systematically organized and presented using the thematic approach. In the 

fifth sections, discussion of results is made. In the last section, conclusion is drawn along with 

possible future agendas.  
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2. Literature Review 
 

In this chapter the internal auditing, the changing role of internal audit, and effectiveness of 

internal audit were discussed. The chapter also address the theoretical and empirical evidences 

concerning internal auditing, which serves as a background to the study's research field. 

 

2.1 Internal auditing  

Internal auditing is defined as an impartial, objective assurance and consulting activity aimed 

to add value and improve an organization's operations (IIA, 2006).  It assists a company in 

achieving its goals by implementing a systematic, disciplined approach to evaluating and 

improving the efficacy of risk management, control, and governance systems. Internal audit 

function is a corporate governance mechanism designed to provide independent and objective 

assurance services, as well as value adding service to organizations. It is designed to ensure 

effectiveness of internal control, accountability, risk management, and to provide value adding 

services to an organization. The definition reveals that internal auditing encompasses value for 

money, risk evaluation, managerial effectiveness, and governance mechanisms. Furthermore, 

internal auditing provides assurance and data integrity services by evaluating the effectiveness 

of financial and non-financial assets governance, risk management, and control procedures 

(Engelbrecht et al, 2018).   

Peterson (2018) stresses the importance of internal auditing for external users for investing 

decisions. The line of reasoning is that, pursuant to corporate and company laws, audited 

financial statements are issued to external users like shareholders, and other stakeholder by the 

management for decision making purposes. However, the audited financial statement can take 

several months to be delivered after the end of accounting periods, and shareholders, investor 

heavily rely on unaudited interim financial statements (Richard Baker, 2002). Barbour (2022) 

argues that external auditors will be requested to provide assurance over more subjective 

information in the future, and only time will tell if the current levels of assurance will continue 

to suit the expectations of users. Likewise, the value creation of external audit in investing 

decisions for users of financial statements has long been challenged (Peterson, 2018).  

A modern internal auditor assesses internal controls and overall organizational controls makes 

recommendations for future actions based on the analysis, communicates with the board of 

directors on a regular basis, and coordinates with independent auditors to ensure that external 
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audits are conducted efficiently and successfully (Gupta & Ray, 1992). Other legitimate role 

of internal audit includes performance evaluation, where progress is measured against the goals 

set by those in charge of governance to identify important threats and opportunities 

(Engelbrecht et al, 2018; Gupta & Ray, 1992).  

The major corporate scandals and failure of well-established companies, organizations have 

ramped up corporate accountability and internal auditing has increased in prominence as a field 

of study (Sarens et al., 2010; Soh & Martinov-Bennie, 2011). Although research examining 

IAF is abundant in developed economies, little is known in developing countries (Ebaid, 2011). 

The new definition of internal audit functions has broadened the focus from assurance service 

to value adding service.  The expanded role of internal auditing is to improve process efficiency 

and management control and maximize economic performance of their companies for current 

management and other key shareholders (Richard Baker, 2002). Internal audit is considered as 

a support function to the management, board of directors and audit committee (Christopher et 

al., 2009). While it is acceptable to conclude that internal auditors are ideal candidates for 

becoming more involved with top management as consultants-due to their considerable 

knowledge and experience with the inner workings of their organization, such engagement 

presents various concerns (Brody & Lowe, 2002).  

Although the results of empirical research into the current focus of internal audit are divided, 

there is a general agreement that the role of internal audit is changing. For example, many 

findings (Nagy & Cenker, 2002; Cooper et al., 2006; Gupta & Ray, 1992) indicates that, over 

the years, the role of internal auditors has shifted from a primarily financial-oriented role to 

one that focuses on internal controls and risk assessment to value adding roles. While external 

auditors provide assurance service to shareholders, the independent internal audit function 

provides assurance service to top management and the board of directors via audit committee 

(Christopher et al., 2009).  

Gupta and Ray (1992) showed that the role of internal audit has evolved from book keeping 

expert and fraud detector to change analyst, coordinator, and management partner with well-

established professional organization (IIA). Internal auditing with this broader scope is known 

as "operational auditing," "management auditing," "strategic auditing," and "economy and 

efficiency auditing", and regardless of title, today's internal auditor is well-versed in assisting 

management to the point of becoming vital (Gupta & Ray, 1992). Furthermore, the key roles 

of contemporary internal audit function include audit management, project leader, internal 
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audit, specialist and external consultant (Brody & Lowe, 2002; Nagy & Cenker, 2002; Cooper 

et al., 2006; Christopher et al., 2009).  

Similar study suggested the expansion in scope and gradual shift of internal function toward 

organizational value adding activities have however necessitated internal auditors to develop 

new skills and tools (Abdolmohammadi et al., 2006; Burnaby et al. ,2006). Major accounting 

scandals and change in regulatory frameworks are to blame for changes in role of internal 

auditing (Carcello et al.,2005; Sarens et al. ,2010; Soh & Martinov-Bennie, 2011). These 

broadened role demands expertise, resources, and power positioning within the organization. 

Competent internal audit function knows organizational process, auditing tasks management 

process, risk management, and technical applications. As a result, management can use 

consulting services to help them prepare for the future and deal with complex strategic and 

operational concerns. As a result, auditors are positioned in proximity to management (Kotb et 

al., 2020). Nonetheless, the close relationship between the management and internal audit 

function raises concern of integrity, credibility, and independence (Brody & Lowe, 2002). 

Betti & Sarens (2020) indicated that the increasing demand for consultancy service is breaching 

internal auditor’s independence. It has become apparent that the advisory role of internal audit 

conflicts with the demands from Institute of Internal Audit Standards. The tension has resulted 

in an expectation gap- what is required from the audit professionals and the actual practices. 

Although IAF should not participate in strategic roles, it indirectly influences the strategy 

formulation and implementations through consultancy like services (Betti & Sarens, 2020). 

Internal auditors are becoming business partners that act like controllers with an organization. 

The finding by Betti and Sarens (2020) stated that “internal auditors are, thus, torn between 

their independence and the added value generated by consulting activities”, tend to take up the 

advisory role to balance the role conflict or ambiguity. The broadened role of the internal 

auditor as advisor or consultant limits the core concept of independences (Brody & Lowe, 

2000; Peterson, 2018; Betti & Sarens, 2020).  

Nagy & Cenker (2002) argues that the new role of internal audit as consultant or advisor to the 

management leads to continuous interaction with the top management which limits 

independence in assurance services. The internal audit effectiveness and quality is of great 

importance to both internal and external users of financial statements as well as audit 

professionals (Gramling & Vandervelde, 2006). Similarly, Abdolmohammadi et al (2006); 
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Christopher et al. (2009) argue that the move toward a proactive role of internal audit sacrifices 

internal auditor’s independence.  

2.2 Internal audit effectiveness 
 

The revised definitions shift the internal audit function's focus away from assurance services 

and toward value added services (Nagy & Cenker, 2002). The Institute of Internal Auditors 

(IIA, 2012) 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. 

The definition stresses the three pillars of internal audit effectiveness mainly: independence, 

objectivity, and organizational setting. Independence refers to the absence of situations that 

jeopardize the internal audit activity's capacity to carry out its tasks objectively. Effective 

internal audit conducts an impartial review of financial and operational data, as well as systems 

and procedures, to make relevant recommendations for improvement (Nagy and Cenker, 2002; 

Mihret & Yismaw, 2007). Independence relates to reporting lines (functional, administrative), 

approves annual plan and budget, performance evaluation, recruitment of internal auditor, 

being free from management interference in daily activities or reporting mechanisms. Internal 

audit functions should be positioned in the organizational structure in such a way that its 

independence is preserved Ebaid (2011). To enforce internal auditor’s independence, the 

Institute of Internal auditors (IIA, 2004) requires that the chief audit executive (CAE) should 

report to a level within the organization that allows the internal audit function to carry out its 

responsibilities. Hence, internal audit independence is achieved only when the internal audit 

function is appropriately placed in the organization (Gramling & Vandervelde, 2006). This is 

because, the positioning of IAF in the organizational structure influences the auditor's 

independence and conflict of interest. 

Organizational status is a corner stone for internal audit independence. Internal audit should be 

given a sufficiently high status in an organization's organizational structure to allow for greater 

contact with senior management and to ensure internal audit's independence from auditees 

(Mihret & Yismaw, 2007). It includes management support, independence, skill and adequacy 
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of personnel.  Organizational setting relates to the internal audit office's organizational profile, 

internal organization and conditions, as well as the regulations and procedures that guide 

auditees' operations. It establishes the corporate governance context in which internal auditing 

takes place. As a result, the organizational setting has an impact on the effectiveness of internal 

audit (Mihret & Yismaw, 2007). Organizational status of internal audit function is considered 

as an indicator of independence and integrity.  From different features of organizational setting, 

management support is an indicator of IAF status within an organization (Ebaid, 2011; Asaolu 

et al, 2016). With a well-functioning and independent IAF, external auditors can rely on the 

work of internal auditors provided that the function is competent, independent, and objective.  

The appropriate channeling of resources toward IAF is crucial for the benefit of organizations 

in reducing external audit fees (Zain et al., 2006).  

The auditee's operation improves because of management's commitment to adopt audit 

recommendations, and the auditee's qualities increase to the benefit of audit effectiveness. 

Furthermore, management retains the power to improve the organizational environment and 

persuade the auditee to have a favorable impact on audit effectiveness, which benefits audit 

quality. According to international standard on professional practices on internal auditing 

(ISPPIA), the chief audit executive should have direct and unfettered access to senior 

management and the board of directors to attain the level of independence required to properly 

carry out the tasks of the internal audit activity (IIA, 2012). Likewise, International Standard 

on Auditing (ISA) requires external auditors to consider objectivity, independence, and 

competence of internal auditors before relying on their services (Gramling & Vandervelde, 

2006). ISA 610 states that well-functioning independent and objective internal audit is a 

prerequisite for external auditors to rely on the work of internal audit. As a result, the internal 

audit function independence influences how external audit assesses effectiveness of internal 

control over financial reporting, risk assessment and substantive tests (Gramling & 

Vandervelde, 2006).  

The reporting lines relationship in the organization, who hires and fires the chief audit 

executive (CAE), affects the auditor's independence.  Nonetheless, internal auditors must also 

simultaneously satisfy line managers and conduct audits in the same department, which in most 

cases result in a conflict of interest (Brody & Lowe, 2000; Cooper et al., 2006). Because of the 

dual position, the internal auditor acts as both a controller and an advisor which may make it 

difficult to stay objective in his or her decisions. Unlike other gate-keepers and advisor-internal 
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controller, lawyer, and other advisers, external auditors should demonstrate independence in 

fact and appearance.  

Literatures on internal auditing in general, and its effectiveness in Ethiopia are limited in 

numbers and the existing ones also extensively focuses on public sector. For example, 

Woldegebriel (1994) emphasized the historical outline of internal auditing in Ethiopia; Argaw 

and Desta (1994) tried to address the status of public and private sector auditing. Almost all of 

literatures entirely focus on public sectors.  

Mihret & Woldeyohannis (2008) studied the value adding role of internal audit in government 

owned corporations in Ethiopia. The authors suggested that internal audit has to some extent 

shifted toward value adding services, but traditional compliance audit dominates the overall 

activities. Mihret and Yismaw (2007) studied internal audit effectiveness in Ethiopian public 

sector. The authors argued that internal audit effectiveness is an interplay among organizational 

setting, management support, internal audit quality, and attributes of auditee. Mihret and 

Yismaw (2007) argue that the findings and recommendations of an audit are useless unless 

management is committed to putting them into action. Management's lack of attention may 

send the auditee the wrong message about the relevance of internal audit services, negatively 

impacting auditee qualities. 

Ebiad (2017) explored the role of internal audit in corporate governance in Egyptian listed 

companies. According to the author, the IAF is underdeveloped, lacking organizational 

independence, management support, and qualified personnel. Similarly, AI-akra (2016) 

conducted a literature review of internal auditing in Middle East and North Africa. The author 

reported that the role of internal audit in MENA area is limited to the traditional assurance 

services.  

Al-twaijry et al. (2003) explored the nature and practice of internal audit function in Saudi 

Arabia and concluded that IA's role is confined to traditional services. The author further noted 

lack of management support to the internal audit department. The author suggested that lack 

of skilled people, managerial support, and a weak organizational status are the main reasons. 

Similar finding by Ebaid (2011) concluded that Egyptian enterprises were also restricted to 

traditional services, with 94 percent of audit time spent on financial audit and internal control 

compliance and only 6% on risk management, consulting, and governance. 
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2.3 Theoretical framework 

Corporate governance in general and management accounting research draws on 

multidisciplinary fields from economics, law, phycology, and political science theories 

(Thomsen & Canyon, 2012; Fisher, 2010). When analyzing the concept from an organizational 

perspective regarding accountability, internal control systems, theories such as agency theory, 

transaction cost theory, role theory, and motivational theories are applicable. Biddle (1981) 

argues role theory as a unifying meeting ground where scholars from all fields may come 

together and identify common language and concepts. The internal audit roles range from the 

traditional compliance and safeguarding of asset roles to the wider value adding roles. Internal 

auditing is positioned to play a wide range of roles in organizational settings. Provided the 

objective and scope of the study, we will use role theory in exploring internal audit. The 

following concepts discuss role theory and the related framework. 

2.3.1 Role Theory 

Role is defined as a set of expectations applicable to individuals, a set of organized functions 

who hold certain positions in an organizational or societal setting (Van Sell et al., 1981. Biddle, 

1986). As its term, it is the characteristic behavior to be exhibited based on predefined scripts 

designated as role, social position, and expectation (Biddle, 1986). Roles in such organizations 

are thought to be related with recognized social positions and formed by normative 

expectations, but norms can vary between individuals and reflect both official organizational 

needs and informal group pressures.  

Role theory deals with the important characteristic of social life, features of behavior roles or 

patterns by assuming persons are members of social positions and holds expectations for their 

own behavior and those of others (Van Sell et al., 1981).  According to Volodina et al., (2021) 

role theory is a well-known theoretical method in different streams. In this regard, role theory 

integrates the various components and linkages that are important to the idea of organizational 

accountability, which is why role systems and accountability systems are important (Fischer, 

2010). The theory aids in comprehending the effects of organizational accountability 

frameworks, particularly the effects of applying the controllability principle (Fisher, 2010), and 

characteristics of behavior roles or patterns of individuals positions in a formal organization 

(Biddle, 1986; Van Sel 1981, Kahn, 1964). According to Biddle (1986), there are five distinct 

features within the field of role theory mainly: functional, symbolic interactionist, structural, 
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organizational, and cognitive role theory. For the purpose of this research, we focus on 

organizational role theory to explore and understand the internal audit functions. 

Among role theory perspectives, organizational role theory appeals to study roles in formal 

organizations (Van Sell et al., 1981; Biddle, 1986). Roles in such organizations are thought to 

be related with recognized social positions and formed by normative expectations, but norms 

can vary between individuals and reflect both official organizational needs and informal group 

pressures. It is centered on issues that arise when an actor must deal with changes in social 

standing or expectations for his or her role. The role in organizations are linked to the identified 

social positions derived from normative expectation and pressure from formal demand of an 

organization or informal groups. This version of role theory focused on social systems that are 

preplanned, task-oriented, and hierarchical. The performance of the role is influenced by 

situations, personal and organizational context in which performers find themselves (Van Sell 

et al., 1981; Volodina et al, 2021; Ebimobowei & Kereotu, 2011).  

Internal audit functions as an integral part of many organizations, plays many roles. These roles 

have evolved from limited scope of fraud detector and compliance to a broader perspective of 

a management partner.  As a result, the internal audit function is responsible to safeguard a 

company's assets, provide assurance, and advisory services to the management. Generally, the 

role and the emphasis of the internal audit function largely swing between consultancy and 

assurance activities (Soh & Martinov-Bennie, 2011). 

2.3.2 Role Conflict 

Role conflict is defined as incongruity of expectation and roles, which occurs when individuals 

are confronted with their values and have to play more than one role that are not compatible 

with each other (Rizzo et al., 1970; Van Sell et al., 1981; Biddle, 1981).  Given the multiplicity 

of norms for the role, internal audit function is subject to role conflict which must be resolved 

to make organizations and individuals successful or prosper. Role conflict occurs when persons 

expectations and roles are distinct and incompatible (Rizzo et al., 1970; Bamber et al., 1989; 

Van Sell et al., 1981; Biddle, 1986). 

In role conflict the compliance with one role makes it difficult to fulfill the other role and 

creates an expectation gap where individuals look for mechanisms to resolve conflict. 

Expectations are considered behavioral constraints or limits given to a role by the focus person 

filling that role, or by those who are related to that role. Expectations are influenced by 



 21 

individuals overall experience and knowledge, values, and perspectives (Rizzo et al., 1970). 

These thoughts spawned the concept of role conflict, which is defined as the simultaneous 

appearance of two or more contradictory expectations for a person's behavior (Van Sell et al., 

1981; Biddle, 1986). Eventually, role conflict results in personal mal-integration at the 

workplace, poor job performance, stress, and decreased commitment to organizations (Van 

Sell et al., 1981). Furthermore, indicators of role conflict are job related tension, organizational 

ineffectiveness, and dissatisfaction (Rizzo et al., 1970; Van Sell et al., 1981).  

Role conflict is seen as incongruity roles and expectations attached to it.  Citing Kahn et al. 

(1964) identified several types of role conflicts- intrasender role conflict, inter-sender role 

conflict, person-role conflict, and inter-role/ conflict role overload.  Intra-sender role conflict 

occurs when there exist incompatible expectations from a single person, whereas inter-sender 

involves incompatible expectations from two persons on different sides. On the other hand, 

person-role conflict occurs when there is incompatibility between the position the person holds 

and the associated expectations. It arises from incapability of the focal person and the defined 

role behavior (Rizzo et al., 1970). The inter-role and overload conflict occur when one 

individual is given different positions or roles requiring incompatible behaviors (Rizzo et al., 

1970; Van Sell et al., 1981, Kahn et al.,1964). 

Internal auditors face conflict in fulfilling their different role as watchdog, assurance provider 

and value adding services (Volodina et al 2021; Ebaid, 2011; Soh & Martinov-Bennie, 2011). 

Because internal auditors’ function as strategic advisors, conduct performance audits, and 

participate in the management committee (Volodina et al 2021) and striking a balance among 

these three roles is a challenge. In another words, auditors play a supervisory role for their 

organization where they also provide advisory roles. In this regard, internal auditors are given 

different roles which may result in role conflict, ambiguity, and incompatibility (Volodina et 

al, 2021).  

2.3.3 Role Ambiguity 

 

Role ambiguity, like role conflict, is a pattern of role sending that fails to consider the focal 

person's demands and abilities. A gap between the amount of information a person has and the 

amount he needs to perform his job properly is referred to as role ambiguity (Fischer, 2010). 

Oftentimes, the behavior expected from the role holder may not be clear or inconsistent.  The 

role ambiguity occurs when individuals are unclear about what is expected of them due to 

vague role definition and scope, lack of information, skill, knowledge and attitude (Fischer, 
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2010). Sometimes, it can be difficult to tell the difference between which role to prioritize and 

which expectation to safely ignore. Individuals may not know how to resolve the fundamental 

ambiguities they are experiencing if such secondary ambiguities revolve around available 

communication methods (Fischer, 2010). As a result, the focal person finds an uncomfortable 

lack of clarity and structure in his or her role and was unsure as to which role behavior is 

suitable and cannot predict the complementing conduct of other members of the role set. 

 

Kahn et al. (1964) provided a ‘Role Episode Model’ framework in the study of role conflict or 

ambiguity. The role episode model is characterized by three major themes labeled as role 

senders' and focal person's experience and response (Fischer, 2010; Van Sell, 1981). The model 

shows the interpersonal relationship between the sending expectation (role sender) and the 

focal person. Role Episode Model integrates organizational, personal, and interpersonal factors 

that influence role conflicts and ambiguity.  

Internal auditors are subject to varying expectations and roles.  Internal auditors are expected 

to be objective, independent and provide assurance that the company's policies, procedures, 

and rules are followed. Auditors are also expected to participate in management committee 

meetings and provide consultancy service. Hence, by integrating the three core factors in the 

Role Model Episode to our research, we can understand the internal audit functions’ roles, 

organizational practices, and related challenges. The organizational factors include structure in 

a company, levels, role requirements, task, physical setting, and organizational practices 

(Mihret et al.,2012; Kahn et al.,1964; Fischer, 2010; Van Sell, 1981). The organizational 

factors help us to understand the power positioning of IAF, structure, role requirements, 

organizational practices, and reporting relationships. The organization’s requirements for 

internal audit roles, how it is positioned within the organization, and practices were explored.  

The second factor, personal factor, is applicable to explore both role sender and role receiver 

(IAF) personal characteristics. It addresses role sender or role receivers’ personal 

characteristics such as gender, age, experiences, and skills within the organization. Hence, the 

factor helps us to understand personal characteristics of auditors and the role senders (top 

management, owners). Personal factors include focal person’s status, needs, values, education, 

ability, and demographic backgrounds (Van Sell, 1981). It dictates the role of a focal person’s 

capabilities.  
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The third is the interpersonal factor which includes structure and climate of the environment 

in which the focal persons operate. The interpersonal factor addresses the interaction and 

relationship between IAF and its environment. It addresses role sender and role receivers’ 

mode of communications, interactions, proximity of IAF to role sender and within the 

organization, participation and feedback mechanisms (Kahn et al.,1964; Van Sell, 1981). The 

objective measures to understand role conflict is identification of predefined roles followed by 

determining the expectation of the incumbent’s performance (the internal auditor) and then 

analyzing where there exists expectation gap (Van Sell et al., 1981). For this study, the focal 

person can be mapped to an internal auditor of an organization, and the role sender can be 

mapped to the top management (board of directors).  
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3. Research Methods 

This chapter deals with the discussion of research methods and methodology. The chapter 

opens with a discussion of the research area followed by research approach which provides an 

overview of the study methods and its goals in terms of technique selection. After that data 

gathering and analysis methods were given further in depth. Then, methodological critique 

which addresses the study's trustworthiness and credibility were discussed. Finally, the 

research ethical considerations were discussed, which detail how ethical norms were observed 

throughout the data gathering process. 

 

3.1 Research Area 
 

3.1.1 The construction sector in Ethiopia 

The contribution of the construction industry to the gross domestic product of Ethiopia was 

estimated to be 20.37% in 2019 (Gashahun, 2020). The construction sector is one of the main 

drivers of economic growth in Ethiopia. It is an economic segment that transforms numerous 

resources to economic and social infrastructure essential for the nation's multidimensional 

development. A considerable amount of the country’s budget is allotted to economic progress 

through funding infrastructures for the advancement of educational and power projects, 

construction of railways and road projects, construction of health projects to increase access 

for water and sanitation infrastructure (Ayalew et al, 2016).  

Due to rapid growth of urbanization and housing problems, huge investment in infrastructure 

and residential building projects are created. This leads to a high demand for quality building 

materials, for which Ethiopia is heavily dependent on imports. As a result, billions of dollars 

have been invested in the construction industry each year. According to Gashahun (2020), the 

sector has a considerable increment on yearly basis, and has abundant projects under 

construction, and the government is allocating billions of dollars to the sector. In line with the 

expanding economic activities and urbanizations, the demand for construction of public 

infrastructure is growing in Ethiopia. For the last ten years, which cover two Growth and 

Transformation Plan I and II, the country has allocated 58%-68% of its annual budget to 

infrastructure development (Debela, 2019 as cited in Belay et. al, 2021). Accordingly, the 

construction sector has the lion's share of the budget as it is one of the major contributors to 

the country’s infrastructure requirements (Ayalew et al, 2016). 
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The construction sector in Ethiopia is characterized by a huge number of micro-entrepreneurs, 

the majority of whom work in the country's informal economy. Ethiopia's formal construction 

sector includes both indigenous and indigenized firms, as well as a number of large 

international civil engineering and building firms1. Ethiopia being a developing country, great 

attention has been given to infrastructure developments projects. Share of the private sector in 

the value add of construction is highly significant. The private sector is a major player in the 

sector. The sector has a close relationship with clients and financiers. The government is often 

engaged in the industry as customer (client), financier, watchdog, and operator. Research 

indicates that construction companies face various challenges mainly due to the nature of the 

construction process, the complexity and time-consuming design and construction activities, 

and the involvement of a variety of people from different organizations with different skills 

and interests, and budget constraints of government commissioned projects (Cheng & Darsa, 

2017).   

The construction industry in Ethiopia, both at public and private companies, is said to have 

been affected by corruption mainly due to bureaucracy, absence of transparency and 

accountability, and insufficient compensation of employees (Cheng and Darsa, 2021). As a 

result, there is a large amount of financial transactions in the construction industry, and we 

argue that the role of internal audit is paramount in safeguarding resources and providing value 

adding services to the sector. Moreover, one of the researchers has substantial experience in 

the construction sector in the financial departments. There is an exposure to how the 

construction sector's financial system and internal audit works. Furthermore, there are some 

researches on public construction sectors in relation to internal auditing. However, this area of 

the research is almost non-existence in private constructions companies.  

3.1.2 Background of the Company 

Rama Construction, the subject of this research, is a Private Limited Company which started 

its business twenty-five years ago (in 1995) in Addis Ababa, the capital city. As of the day of 

its foundation, the Company has successfully accomplished different construction works, each 

one estimated at hundreds of millions of dollars. Rama is one of the biggest construction 

companies in Ethiopia having more than 5,000 thousand employees throughout the country. 

There are several high-level projects executed by Rama including high rise buildings, huge 

 
1 The construction industry in Ethiopia (2018). https://www.researchandmarkets.com/reports/4464246/the-

construction-industry-in-ethiopia-2018 
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factories, asphalt roads, dams and power installations. Rama has successfully delivered several 

international organization projects including UN and embassies, government projects such as 

universities, office buildings, hospitals, banks and so on. The company's annual turnover 

(revenue) is more than 1.6 billion Ethiopian Birr, which is around 35.5 Million USD as of June 

2021. Its total asset is estimated to be 3.5 billion Ethiopian birr which is around 77.7 Million 

USD as stated in the 2021 audited financial statement of the company. Those great 

achievements have helped Rama to develop extensive experiences in construction 

management, construction technology and construction performance as well as to build trust 

with clients.  Rama employs an internal auditor to establish and maintain a proper system of 

internal control. The internal auditor at Rama is directly responsible to the managing director 

and performs independently of the top management. The auditor submits reports to the top 

management as well as the managing director. The appointment and dismissal of the auditor is 

the mandate of the managing director. This information about Rama construction is obtained 

from the five years strategic plan of the company: 2018-2022. 

3.1.3 Research Approaches 

To achieve the objectives of the study qualitative research method is employed. Qualitative 

research is a method of collecting and analyzing non-numerical data to understand concepts, 

views, or experiences. Qualitative research methods are designed in a way that help express 

the behavior and view of a target audience with reference to a topic (Bell et al, 2019).  A 

qualitative approach is based on subjectivism, where the social phenomena is interpreted and 

made meaningful by the researcher. Researchers are motivated to use qualitative methods when 

they want to examine the behavior of individuals in a natural situation.  By investigating the 

meaning behind an individual's symbolic actions and behavior, a qualitative approach allows 

the researcher to comprehend the social world from the perspective of the participant. Using a 

qualitative research approach an in-depth data can be gathered using a small number of people 

or cases within a limited setting (Creswell & Clark, 2018).  

Since the research targets to explore internal auditing functions, a qualitative research method 

is found useful to get the views of internal auditors and management teams of the company 

through direct conversation. Although the qualitative approach seems complex and diverse 

(Brennan, 1992), it is appropriate for our objective of the study as it is designed to explore 

actions, attitudes, feelings, perceptions, and views of the targeted respondents. It is argued that 

qualitative research is suitable when the purpose of the study is to gather information and 

generate insights and in-depth understanding rather than generalizations (Patton, 2005; Clarke 
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& Braun, 2006; Fine & Kidder, 1987).  The results of qualitative methods are more descriptive, 

and the conclusions can be made easily from the data that is acquired (Bell et al, 2019).  One 

of features that most characterizes qualitative research is reliance on an inductive process 

which starts from gathering data then builds concepts, hypothesis, and theories contrary to the 

deductive approach of testing hypothesis or postulating hypothesis (Merrian, 2002).  

3.2 Data collection method 
 

Respondents were purposefully selected to get detailed understanding of the roles and 

challenges of the internal audit function of the company under consideration. The study 

employed interviews as a data collection tool. Interviews give both tools and places through 

which people construct and challenge explanations for their views and actions. Through 

interviews a wealth of data about people’s experiences, views and feelings from their 

perception can be produced (Brennan, 1992). There are different types of qualitative research 

methods including an interview, focus groups, ethnographic research, content analysis, case 

study research that are usually used. In this study, data was gathered by using direct interviews 

with respondents. Respondent’s experiences, opinions, sentiments, and knowledge quoted 

directly during interviews. 

In this research, in depth interviews was employed to collect data. Interviews are among 

appropriate data collection methods of qualitative approach. An interview can be expressed as 

an investigative discussion between the researcher and an appropriate individual that belongs 

to the study sample (Creswell & Clark, 2018). Interview is a preferable data collection tool 

mainly because it provides the interviewees an opportunity to express their views freely. 

Besides, the researcher can organize the questions ahead of time which helps to minimize time 

wastage. Moreover, it gives the chance for the respondents to address numerous issues and 

give insights into areas of interest to the research (Brennan, 1992).   

In this research, the respondents were selected based on their experiences and work attachment 

to the internal audit.  In an interview, an individual perception is carried out with one 

respondent at a time. This is entirely a conversational method and creates opportunities to get 

detailed information from the respondent. Interview is used here because it is a very useful 

method that creates a great opportunity to collect precise data of the perceptions and 

motivations of the targeted audiences. Interviews can be conducted either face-to-face or on 

phone (Bell et al, 2019). The interview for this research was conducted via telephone calls and 

zoom meetings as appropriate because of geographical location limitations. The case study was 
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based on the interviews from all internal auditors and two top management teams of Rama 

Construction PLC.  

In this research, interview questions were semi-structured. A list of questions has already been 

prepared in advance to guide the interaction between the researcher and the respondents and to 

give an opportunity to express their views on the designed topic.  All the respondents were 

asked identical questions but varying follow-up questions to meet the expectation by the 

researcher that the data could have high dependability and comparability. Further explanation 

and clarification were given for the complex questions that were assumed difficult to be 

comprehend by the respondents. 

Interview samples were chosen from the section of the population taking into consideration 

that the data gathering process is easy and manageable. In this research, 12 respondents were 

selected based on purposive sampling from the internal audit department and the management 

to obtain their views, perceptions and understanding of the topic.  According to Black (2011), 

purposive sampling in qualitative research is useful for the basic reason that participants can 

offer pertinent and valuable information based on their experiences in a particular area. 

Therefore, this study chose interviewees who have ample experiences and worked at least for 

five years in the internal audit department of Rama Construction PLC. This interview used two 

different target groups, two members from the management that have line relations with the 

internal audit department and ten internal auditors including the internal audit department 

manager.  

The interview questions have been conducted during the first and second weeks of May 2022. 

Ten interview questions were prepared and presented to 12 respondents working in the internal 

audit department and members of the management. The interview data have expected to boost 

an in-depth investigation of the subject of discussion. From the interviews of those experienced 

respondents relevant and valuable information regarding the internal audit is acquired. The 

interviewees are located in different cities of Ethiopia, both in the capital where the 

headquarters is located and in the project offices of other cities. One-to-one discussions were 

chosen as the appropriate option of conversation. The selected respondents disclosed 

information about the issues connected to the functions of internal audit in the company.  
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Interviewee Code Interview date Position Interview Duration 

Respondent IA1 5 May 2022 Finance Manager 27 Minutes 

Respondent IA2 5 May 2022 Internal Auditor 21 Minutes 

Respondent IA3 5 May 2022 Internal Auditor 25 Minutes 

Respondent IA4 6 May 2022 Internal Auditor 24 Minutes 

Respondent IA5 6 May 2022 Internal Auditor 20 Minutes 

Respondent IA6 6 May 2022 Internal Auditor 22 Minutes 

Respondent MGT1 9 May 2022 General Manager 25 Minutes 

Respondent MGT2 9 May 2022 Internal Audit Manager 29 Minutes 

Respondent IA7 9 May 2022 Internal Auditor 23 Minutes 

Respondent IA8 10 May 2022 Internal Auditor 22 Minutes 

Respondent IA9  10 May 2022 Internal Auditor 21 Minutes 

Respondent IA10 10 May 2022 Internal Auditor 25 Minutes 

Table 1. Interviewee Information 

Before making an interview, each respondent was contacted in advance via telephone in order 

to make the conversation schedule. The average time for the interview was between 20 to 30 

minutes, although the way in which each interview conducted varied somewhat. This happened 

when the researcher made clear and repeated the questions for some of the interviewees when 

they faced a problem of understanding the questions.  The researcher also sent a copy of the 

interview questions to some of the respondents so that they could see the questions more 

carefully. All the twelve interviewees were contacted via zoom. 

The researchers have made clear for the interviewees the purpose of audio recording the 

conversation and asked their consent to record. The conducted interviews were transcribed into 

Amharic (Ethiopian official language) from the audio recordings. Then, the transcribed 

answers were translated into English. Double-checking of the transcription was made to make 

sure that the translations are accurate. Among the advantages of audio recordings is to ensure 

that all information is captured. Besides, gaps found during note taking can be filled which 

helps to minimize the possibility of errors (Basit, 2003). The main reason for converting 

transcribed interviews into word documents is to make the data ready for thematic analysis. 
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3.3 Methods of Data Analysis  
 

To analyze data, the researchers used thematic analysis. Thematic analysis is a method for 

detecting, analyzing, and reporting patterns or themes within data and it organizes and 

describes data set in rich detail. Thematic analysis is generally used for analyzing qualitative 

data (Clarke & Braun, 2006; Patton, 2005). Using this process, themes or patterns can be sorted, 

identified and observed across the qualitative data that comprises the different answers of the 

participants. Braun and Clarke (2006) provide a complete overview to the theme analysis 

technique. This procedure consists of phases like: familiarization with the data obtained 

through frequent readings and taking notes; transcription of vocal data into written text; 

production of original codes, the first impression themes; searching and classifying codes into 

some well-known themes forming patterns across the data; revising the identified themes by 

tracing back; and re-examining whether any theme could be improved or rejected or if a new 

theme could be identified. First, interviews were transcribed. Then, all the transcribed 

interviews were reviewed and checked for substantial errors and coded. The coded data was 

then grouped in to different themes based on their common patterns within the data. The 

ultimate list of sub-themes was then identified within each theme and made ready for the report. 

The themes and sub-themes were supported by proper instances, directly quoted from the data 

without mentioning the name of the respondent. But, each interviewee was asked and gave 

their consent in the case of mentioning their responsibility. The data collected from all the 

interviewees were analyzed together as it is the focus of the role of internal audit in the same 

company.  

3.4 Method Criticism 
 

Consistent with our data analysis method, interview guide was made to help keep track of the 

important themes and problems that would be mentioned during the interview. The interview 

guide was prepared in Amharic language (an official language) so that respondents comfortably 

express their feelings to the questions. The interview guide's objective was to ensure that the 

interviews stayed within the study's scope while still covering all the topics that were scheduled 

to be discussed. The interview guide featured open-ended questions instead of closed and 

leading ones. Respondents were encouraged to speak freely and openly because of the open-

ended questions, which improved the research's dependability. Using open-ended questions 

rather than closed or leading questions also decreases the risk of respondents being swayed by 

the researcher's perspectives during the interviews. As proposed by Saunders et al. (2016), we 
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took on the formal position of a neutral question asker to further reduce personal influence to 

their response and interviewers’ prejudice.  

Oftentimes, there's a danger that respondents won't tell the truth during qualitative interviews 

since they don't want to disclose some information. Furthermore, respondents may feel nervous 

and refrain from discussing topics in detail, may even avoid expressing their thoughts, resulting 

which decrease in the study's validity. To counteract these problems, the respondents were 

given anonymity and confidentiality, guaranteeing that their identities would not be exposed in 

the results. Because their responses cannot be traced back to them and are anonymous and 

protected, respondents may feel more comfortable providing correct answers. The respondents' 

anonymity and the safety of the environment may induce them to react to the questions in a 

more detailed and informative manner, increasing the research's validity (Saunders et al., 2016). 

The purpose of this study is to explore and reflect internal audit function at a specific point in 

time. It means that in the case of qualitative study that employs interview as data collection 

methods, similar result might not be expected if a similar study were undertaken at a different 

period (Saunders et al., 2016; Bryman & Bell, 2011). The finding relies on respondents’ 

personal belief, attitude and perception at a given time and may change over time, which makes 

the study less reliable. Furthermore, qualitative research frequently employs small samples and 

case studies, lowering the study's validity (Bryman & Bell, 2011). However, provided most 

respondents except two were from internal audit and have extensive work experience with more 

than 10 years as internal auditor, thought to add credibility and reliability of to the study results. 

By conducting personal interviews, the researchers were also able to study the respondents' 

body language and detect other unconscious gestures. Depending on the reaction and gesture, 

the credibility of the respondents' answers may be enhanced or lessened (Bryman & Bell, 2011). 

3.5 Ethical Considerations 

It is customary that research plans and activities must be conducted taking in to account ethical 

principles. Basic ethical principles that needs to be considered in research designs and practices 

include voluntary participation, informed consent, anonymity, confidentiality, potential for 

harm, and results communication (Allmark, et al, 2009; Norstedt & Breimo, 2016). As a result, 

several precautions were taken during the research process to ensure that ethical principles 

were maintained. To begin with, we started by informing the respondents why we gather data, 

the type of data gathered, kept and used. Prior to the interviews, the respondents were given 

important information such as the research's goal and purpose, their role in participation, the 
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amount of anonymity, and confidentiality, the context of the interview guide. Because, 

respondents need to be aware what is going on and their consent to participate must be 

obtained. Confirming respondents’ privacy and confidentiality helps us to build trust. Anything 

that will affect the physical or emotional wellbeing of the research participants should be 

avoided (Allmark et al, 2009). To avoid a breach of informed consent, the respondents were 

informed that their participation is entirely voluntary and that they had the opportunity to 

withdraw at any moment.  Furthermore, the respondents were given notice of how the company 

and their responses will be represented in the study.  

During data collection and analysis, the researchers need to be neutral or free from bias. It is 

important that the personal views of the researcher should not be interfered in the process of 

data collection. The researcher should be careful from manipulating the meaning or influencing 

the interpretation and presentation of the data should be accurate and objective. Honesty, 

integrity and professionalism should be the ethical basis for the works of a researcher (Arifin, 

2018; Newman, et al, 2021; Brounéus, 2011). All these steps were taken to protect responders’ 

privacy. Therefore, all respondents were kept anonymous and all their responses were kept 

anonymous. During the interview, the researchers motivated the respondents to freely ask 

questions to whenever they feel ambiguity about the posed question so that they feel 

comfortable answering. The researchers tried best to clarify if he/she felt something is unclear 

to the respondents so that it was possible to minimize misunderstandings. When it appeared 

that the interviewee was not comfortable and unwilling to answer the question, the researchers 

proceeded to another question instead of pushing to answer the same question. 

The respondents were also informed and asked their willingness to record the interview. They 

were also assured that their conversation will not be shared with anyone else. Hence, the 

respondents knew their answers couldn't be traced back to them because the interviews were 

anonymous, which lowered their fear of repercussions. The approach and the interaction with 

each interviewee were made with full respect and attention that made them happy and 

comfortable. The respondents were also given the option of choosing where the can give the 

interview as it was conducted by using Zoom and phone calls. As a result, all the respondents 

were well-informed about the study, what they would be doing, and what was expected of 

them.  

 



 33 

4. Result and Analysis 
 

 

In this next section, the major findings of the study are presented. The section starts by 

presenting the respondents general background. Following respondents’ descriptive 

presentations, the two themes identified as role of internal audit are presented. The last section 

presents the organizational context, factors, and challenges of internal auditing. The empirical 

data gathered through interviews were presented in this chapter. The respondents are designated 

by number (as indicated in Table 1). The internal auditors were represented by respondents 

IA1, IA2, IA3, IA5, and so on, where MGT1, MGT2, and MGT3 represents managers with 

direct working relationship with the internal audit function.  It must be noted that, however, the 

goal was not to compare responses among respondents, but rather to allow respondents to fully 

address the posed questions based on the interview guide to meet the research objective. 

 

4.1 Profile of the Respondents 
 

Gender 

Gender Count Percentage 

Male 8 64% 

Female 4 36% 

Total 12 100% 

Table 2. Respondents gender 

Experience 

Years of Experience 

 in the company  Count Percentage 

<10 Years 2 17% 

>=10 Years 10 83% 

 Total 12 100% 

Table 3. respondents experience 
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Educational background 

Qualification  Count Percentage 

BA 9 75% 

MA, MBA 3 25% 

Total 12 100% 

Table 4. Respondents academic background 

 

4.2 The many roles of internal audit 
 

4.2.1 Compliance and assurance services 

Compliance and assurance role of internal audit aids to achieve organization's goals by using 

a systematic, disciplined approach to assessing and improving the efficacy of risk management, 

control, and governance systems (IIA, 2016). Most of the respondents stated that the internal 

audit responsibilities are conducting the pre and post audit of financial statement, assurance 

and compliances services.  Many respondents stressed the role of internal audit as controller of 

efficient use of resources, compliance with rules, guidelines, and regulations of the company. 

The interviews result agrees with the assurance server role of internal auditors which states that 

internal auditors provide assurance services by objectively evaluating information to provide 

an impartial judgment or conclusions about an entity, operation, function, process, system, or 

other subject matter (IIA, 2012).  According to respondent IA2, the primary role of internal 

audit “…is to inspect and investigate departments’ activities whether they are implemented 

according to the manuals of the organization rules and regulations”, which is widely shared 

among other respondents. Similarly, respondent IA3 stated that:  

 The internal audit devotes most of their time investigating financial affairs, 

human resource department and sometime in the areas of engineering. The 

main task is to check the implementation of the manuals following the correct 

procedures and work plans. 

It is observed from the interview result that the most pressing role of internal audit in the 

company is inclined towards the traditional financial audit and compliance services. For 

instance, respondents (IA1, IA2, IA3, IA8) stated that internal audit department emphasize on 
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identifying and reporting on high risk transactions and project areas to provide assurance to the 

top management.  

Mainly our department is engaged in following and inspecting the activities of 

the organization. Then it focuses on the control of material wastage and the 

abuses of finance. Moreover, the audit department follows whether the 

guidelines, rules and regulations of the company are respected (Respondent 

IA2). 

The respondents also emphasized the internal audits responsibility for ensuring that the 

organization follows all laws and regulations, including internal policies.  As a result, it can be 

noted from the interview result that internal auditors play major role in compliance and 

assurance activities. The compliance and assurance service are aimed to ensure that the other 

lines of defense are operating well and to advise on how they might be improved as it sits 

outside the risk management processes (CIIA, 2021).  

 Our internal audit evaluates whether the company’s business transactions 

comply with the country’s financial reporting regulations and standards, tax 

laws, and company’s policies, procedures, and roles (Respondent IA3). 

Here, it can be noted that internal audit provides objective assurance on the progress of process 

that promote regulatory compliance. Hence, majority of the respondents aligns the role of 

auditors as assurance and compliance services. 

“.…main ones are the inspection work and the financial audit, whether the 

system is being used properly and whether it is financially viable. These are 

the main functions” (Respondent IA1). 

The finding showed that the internal auditing ensures that existing laws and regulations are 

followed, assets are safeguarded, and resources are utilized properly and efficiently. 

Respondent IA1 further elaborated that internal audit helps the company by analyzing adequacy 

of internal control and scrutinizing areas with the highest risks and which allows to focus on 

the most significant issues.  

Therefore, they are closely monitoring the gaps and reporting to the 

management. The management will then inform to it to the relevant department 
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and correct the gaps. Yes, it is independent of other departments and is 

accountable to management (Respondent IA1). 

Respondent IA3 elaborated the proactive risk assessment makes proactive engagement of 

internal audit and the management to understand the problems as well as the development of a 

plan to resolve it. Internal auditors are responsible to make prompt investigation to frauds.  “The 

internal auditor should be alert to the significant risks that might affect objectives, operations, 

or resources” (Respondent IA5). The key issues or tasks, according to respondent IA5, are to 

safeguard assets, to guarantee that internal controls and governance mechanisms are working 

properly, and ability to be proactive and spotting gaps. 

Majority of the respondents expressed that the internal audit unit's mission includes auditing 

the company's operations, ensuring compliance with all laws and regulations, preparing 

periodic reports on its audit activities to top management, identifying and assessing risk 

management issues, and reporting any known violation of the company's internal control 

system.  Respondent IA4, IA7, IA2, and IA2 explanation agree with the notion that IA should 

focus proactively on significant risks, ensuring compliance with laws and regulations, and 

reporting identified issues to the top management.   

4.2.2 Value adding services 

 

The respondents also addressed the consultancy and advisor roles of internal audit.  In order to 

have an impartial source of information, apart from compliance and assurance services, 

management requires financial and other internal auditing tasks to be undertaken by the internal 

audit department. When asked about role of internal audit, the respondents discussed that 

oftentimes management seeks consultancy support from the internal audit and requests the 

department to conduct operational audits and report to management on these audits, which are 

critical to the business's day-to-day activities.  In regards to value adding role of internal audit, 

majority of the respondents stresses operational audit is an essential element. For instance, 

Respondent MGT2 stated that” internal audit focuses on the control of material wastage and 

the abuses of finance”. Nonetheless, interview result implies that consultancy and advisory is 

overwhelmed by the compliance and assurance service in the internal audit and is considered 

as additional task. 

Besides its normal job, the audit department give advises regarding tax issues. 

Before the occurrence of any problems, the internal auditors advise the 
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management whether the tax and financial system is compatible to the national 

guidelines (tax and revenue authority). The department notifies to the 

management and the finance department whenever new tax rules and 

regulations are announced (Respondent MGT3). 

This indicates that internal auditors are expected to provide an impartial, independent assurance 

and consulting activity that adds value and improves the operational efficiency of a company. 

When asked to elaborate on the additional role of internal audit, a respondent stressed 

importance of financial and operational audits. 

Well, internal audit makes financial and operational audits. In relation to this, 

on one hand the internal audit follows internal controls and performs auditing. 

On the other hand, it supports the management in activities like policy 

development and the like (Respondent IA2). 

The result shows that internal audit participates in value adding activities as observed from the 

following statement. 

Yes, as our organization is a construction company, we identify projects with 

problems and present to the management and the management passes its own 

decisions. We are not decision maker, it is the management that decides. We 

deliver our investigations to the management with supportive document. We 

made our examinations based on the guidelines and rules of the organization 

(Respondent MGT2). 

The finding indicates that internal audit assesses the internal business process and interaction 

with in the company, and provide a clear and precise information for decision making.  

Respondents were also asked about the role of internal auditors regarding external audit 

activities. When it comes to external audit, all respondent expressed that internal auditors play 

a supportive role whenever required.  The study result showed that primary contact of external 

auditor is with the finance department and audit manager. As a result, internal auditors do not 

play active role when it comes to external auditing activities. “It is mainly the department 

manager who gives support to them. Other members of the department give support when 

needed” (Respondent IA5).  Internal auditors are only required to explain if there exist 

interpretation gaps.  
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Figure 2. roles of internal audit 

4.3 Organizational status and challenges of the internal audit.  
 

4.3.1 Internal audit independence and organizational context 

Rama Construction is an Ethiopian private limited company based in Addis Ababa. It is also 

one of Ethiopia's most well-known construction firms2.  Since its inception in 1995, the 

company has successfully completed a variety of construction projects for Ethiopia's federal, 

regional, and private sectors. Rama Construction is an Integrated System of Quality and 

 
2 https://constructionreviewonline.com/top-companies/top-construction-companies-in-ethiopia/ 
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Environmental Management System (ISQEMS) certified company (ISO 9001:2015 and 

14001:2015). The organization is also OHSAS (Occupational Health and Safety Assessment 

System) certified (ISO 18001:2007).  

The positioning of internal audit in an organization is one of essential factor to accomplish the 

intended roles (Mihret & Yismaw, 2007). The Company´s internal audit was formed as an 

independent department and directly responsible to the managing director since its 

establishment. According to the company’s organizational structure, the internal audit 

department is led by the internal audit manager and it has senior auditors, auditors, and junior 

auditors. The department performs its activties both at the headquarter and project sites. The 

internal audit department submits reports to the managing director periodically. The managing 

director forwarded the report either to the chief operating officer or general manager of the 

company depending on the report concerned. The managing director, chief operating officer, 

and the general manager forms the top management. The appointment and dismissal of the 

internal audit manager is the mandate of the managing director. 

Internal audit activity has relatively a strong position inside each organization, according to 

respondents. This is because both businesses environment and the management recognize its 

significance and influence. To allow for an objective and impartial inspection, IA activity 

should be totally and organizationally separated from the function to be assessed (IIA, 2016).  

To understand challenges related to internal audit, respondents were asked questions relating to 

organizational context which includes independence, management support, role conflict and 

ambiguity, competences and relationship with other functional units.  When asked about the 

status of internal audit, most of the respondent stressed that internal audit department is as old 

as the company. For example, respondent IA5 said that “the department is almost as old as the 

company itself and it is based on knowledge and principles”.  

In our organization, the internal audit is fully independent and performs its 

activities without any pressure. The department is almost as old as the 

company itself and it is based on knowledge and principles (Respondent IA5). 

Internal audit independence is somehow challenging as opposed to external auditors. Because, 

true independence cannot be realized its reports directly to the top management of the company 

or any other alternate governance structure while remaining on the entity's payroll. Nonetheless, 

most of the participants believed that internal audit department is uniquely positioned inside 
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the organization to assess governance, risk management, and control systems. The 

organizational structure supports the respondent’s opinion. It is placed under the managing 

director who is the highest decision-making body in the company. 

When asked about the extent of internal audit independence, respondent IA1 said “In our case, 

the internal audit is very independent; it is a powerful; it has the power to go outside and present 

what it has seen.” According to the respondent, independence is maintained by making the 

department reports to top management so that other department managers do not have the 

opportunity to put pressure on it. To enforce the independence, the communication between the 

internal audit and other department is channeled through top management. The internal audit 

can have a discussion with other departments in relation to some work procedures issues, but 

do not have ability to pressure. 

As I told you before, you will receive the report through top management. It is 

only when the top management reports that the gaps existent is known and that 

they can be persuaded or communicated to the management.  But the Internal 

Audit Department independently submit reports (Respondent IA4). 

Respondent IA2 stresses the independence of audit noting that internal audit is directly 

responsible to the managing director, who is the top decision-making body in the company.  

4.3.2 Management support  

The role of the top management is to give support to the internal audit when needed. “Our 

reports and recommendations are acceptable and implemented. Our department is well 

organized and have strong work culture” (Respondent IA11). The management coordinates 

other departments to make corrective action as per audit findings and recommendations.  

“Yes, we follow up seriously. If there are big findings, we call a meeting of all 

department heads including finance, engineering, procurement and others and 

listen the presentation of the findings by the internal audit. Then, each 

department take its own share and take the responsibility of the corrections as 

per the recommendations (Respondent MGT1).  

Although there exist minor limitations, overall the finding shows that there is management 

support for the internal audit and healthy relationship with other departments. It is important to 

note that almost all respondents expressed that their working relationship with in a company is 
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like a family. When it comes to the management support, respondent IA5 noted that 

management supports and monitors timely rectifications and implementations of audit findings 

and recommendations.  

“Yes, there are supports for the implementations of results of our reports.”   

Although there exist strong understandings and cooperation between the management and the 

internal audit, some respondents stressed that extent of support should be improved though 

there are more general. Respondent IA7 believes that “it can be done beyond this. We think we 

should go further and be compatible to the demands of the time”.  

The interview result also shows existence of good interrelationship with other departments and 

noted that internal audit is considered as supportive functions. Majority of the respondents 

expressed that in general the internal audit is perceived as a supporting department by the top 

management and other units. Besides, almost all the respondents indicated that internal audit 

has a very good communication with other business units.  “We have good relations with other 

departments, especially with the finance as we have a number of things to do together and our 

focus is auditing” (Respondent IA6). When describing the perceptions of other departments 

toward internal audit respondent, IA4 indicated that they can obtain everything they demand 

from other departments.  

“…. all have positive attitudes to the internal audit and provide us good 

cooperation both at the head office and in project sites” (Respondent IA4). 

Nonetheless, there is instance where the internal audit is considered controller and only fault 

finder. In one instance, for example, respondent IA5 stated that “In rare case, there is a wrong 

perception considering the internal audit as a fault finder”. However, this notion is not widely 

shared among respondents. The management supports by organizing short term and long-term 

capacity building training program for the department. Respondent MGT2 expressed that “Our 

organization tries its best to update its staff as much as possible and the staff are always 

interested and ready for such capacity building trainings.”  Majority of the respondents 

indicated that further trainings about internal audit will have a positive effect to change the 

organizational efficiency and effectiveness. But, we found that the capacity building programs 

are aimed at IFRS, tax regulations, and operational activities than being specific continuous 

professional development. We also found that none of the auditors interviewed have 
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professional qualifications (like Certified Internal Auditors, CPA, and ACCA), except the 

internal audit manager. 

4.3.3 Role conflict and ambiguity 

 

Both role conflict and role ambiguity were found to have an impact on IAs' roles and lead to a 

reduction in their commitment (Rizzo et al., 1970). The finding indicates that internal audit 

gives advice to the management and at the same time performs auditing and internal control. 

Because internal auditors must also simultaneously satisfy line managers and conduct audits in 

the same department, which in most cases result in a role conflict (Brody & Lowe, 2000; Cooper 

et al., 2006). As a result, role conflict is the inherent part internal audit as it simultaneously 

serves as an advisor and controller. When asked about the existence or extent of role conflict, 

almost all respondents indicated that there is no role conflict. According to the respondents, 

they provide ideas and advisory support based on internal audit guidelines and procedures. 

When asked about the existence of written guidelines and procedure for internal auditing, 

respondents disclosed existences of well documented internal audit guidelines.  

 

Respondent IA4 stated that “We deliver our investigations to the management with supportive 

document”. The existence of well documented playbook and limited activities of advisory 

service could be a reason for the absence of role conflict and ambiguity. Because, role 

ambiguity occurs when individuals do not know how to do, and what to do (Kahn et al., 1964) 

The difference between the amount of information a person has and the amount required to 

perform the task adequately and when there is a lack of information, role ambiguity emerges 

(Volodina et al., 2021). The respondents stressed their focus area is on financial auditing which 

done in collaboration with finance department.  

There is no as such conflict in our case. We focus on auditing activities like 

inventory as well as supervision in collaboration with finance department 

(Respondent IA5). 

We make our examinations based on the guidelines and rules of the organization.” (Respondent 

IA8). Respondent IA2 further explains that “there is no as such role conflict and we do not see 

it as a problem, and consider it as part of the job.”  According to the study results, internal 

auditors reported no role conflict or ambiguity. We argue that the exitance rules, guidelines and 

procedures was successful in clarifying internal audit responsibilities regarding internal audit 

function (IAF). Even though internal auditors have a minimal level of job ambiguity, 
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organizations must nevertheless manage it because it has a direct impact on various elements 

of performance and organizational goals (Aghghaleh et al., 2014). 
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5. Discussions  
 

In this section, the empirical findings are analyzed and discussed. The research is based on 

existing literatures on internal auditing, changing roles of internal auditing, and internal audit 

effectiveness. 

 

5.1 The changing role of Internal Auditors 

Traditionally, the internal audit roles were limited to ensuring that an entity's accounting and 

underlying records were properly preserved, that assets were safeguarded, and that policies and 

procedures were in place and followed. Change in regulatory framework (SOX 2002) and 

corporate accounting scandals (Enron, WorldCom, Parmalat) have induced the broadened role 

of internal auditors. Internal audit functions underwent substantial alterations after the period 

of the US major accounting scandals, and these changes differed depending on the organization 

(Carcello et al.,2005; Sarens et al. ,2010; Soh & Martinov-Bennie, 2011).  

The IAF's functions and roles are clearly defined in the Institute of Internal Auditors’ 

professional practice framework (IPPF). The major roles include providing assurance and 

consulting services in the areas of control, risk management, and governance. The professional 

framework also underpins the ad hoc role of internal auditors to offer assurance or consulting 

services on environmental, sustainability, or other value adding issues (Pooe et al., 2022; IIA, 

2016).  Looking at our finding, the study results suggest that the role of internal auditors in the 

company is mostly engaged in the traditional fraud detection and prevention, safeguarding 

asset misappropriation, compliance, and assurance services roles. Meaning that internal audit 

focus on whether financial information is valid, reliable, and operations are properly 

conducted.  Likewise, internal audit widely engages in whether the financial and operational 

activities of the company is according to bylaws and regulations. Carcello et al. (2005) 

suggested that intense legislative and public focus on company failures, governance, and 

internal controls gave greater emphasis to compliance and assurance services. Thus, the finding 

suggested that conducting financial audit, inspection and investigation, assessing compliance 

with companies’ rules and regulations appeared to be major tasks of internal auditors. Despite 

the diversity of responses, all respondents had one thing in common: all respondent noted at 

some point during the interview that it is critical for the internal audit to provide compliance 

and assurance services to the top management.  This is consistent with finding in MENA 
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regions where internal audit is limited to the traditional compliance and assurance service (Al-

Akra, 2016; Al-Twaijry et al., 2003). 

Consistent with various empirical findings (Ebimobowei & Kereotu, 2011; Burnaby & Hass, 

2016; Ferry et al., 2017), most of the respondents emphasized the internal audits responsibility 

for ensuring that the organization follows all laws and regulations, including internal policies. 

They stated that the primary role of internal audit as to detect fraud detectors, watchdog, and 

identify asset misappropriation. Similarly, Mihret and Yismaw (2007) suggested that 

compliance audit consumed a significant amount of time for internal auditors, and compliance 

audit which is regarded value-adding in the many occasions. Our findings support the idea that 

the internal audit function's more appropriate for a traditional/compliance audit focus than for 

a value-adding audit department (Mihret & Woldeyohannis, 2008; Al-twaijry et al.,2003; AI-

akra, 2016; Ebaid, 2011). Because, compliance audits, transaction cycle audits, fraud and other 

irregularities investigations, operational efficiency evaluations, risk analysis, measurement, 

and reporting are considered as traditional role of internal audit (Ramamoorti, 2003). Majority 

of respondent consider financial audit, operational audit, and ensuring company’s compliance 

rules, regulations, procedures, and laws as primary roles of internal audit. 

Evidences from Americas, UK, and Italy shows different result. For instance, finding by Pooe 

et al. (2022), Kotb et al. (2002), Abdolmohammadi et al. (2006), Hass et al. (2006), and 

Burnaby et al. (2006), Nagy and Cenker (2002) indicate that consultancy service constitutes 

the most dimensions regarding the role of internal auditors in developed countries like UK, 

Italy, and the Americas. According to Hass et al. (2006), the internal audit function is 

transitioning from confrontational, detection-focused services to prevention-focused services 

through a collaborative approach with management, as well as from a controls approach to a 

risk-based approach with a focus on consulting services.  Likewise, similar finding by Selim 

et al. (2009) reveals increasing consultancy service assignment in the UK and Italy, which 

appears to be not a case in our findings. Contemporary internal auditing is characterized by 

increased scope such as operational auditing, strategic auditing, management auditing, and 

economy and efficiency auditing (Gupta & Ray, 1992). 

The interview result indicated that it is yet to move beyond the traditional roles and the internal 

audit function does not much actively participate in cost savings, internal process 

improvements which are considered as value adding. It appeared that the auditors still place 

the highest focus on traditional financial and operational audits, even though contemporary 
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internal auditing focus on the value adding roles.  The reason may be in developing country 

like Ethiopia, the internal auditing profession is not well developed. It is only during 1997 that 

internal auditing emerged as a distinct function in most public and private institution in 

Ethiopia (Mihret et al., 2012). Furthermore, it was only after the establishment of AABE in 

2014 that accounting and auditing standards and profession constituted as legal a framework. 

Consequently, the value adding role of internal auditor is not much emphasized by the 

participants. The respondents emphasize on ensuring the organization follows all laws and 

regulations, and including internal policies than the value adding roles.  The traditional role of 

internal audit where the goal is to provide an impartial assessment of governance and control 

procedures within an organization. The finding supports the conventional roles that mostly 

covers accounting, finance, and operational effectiveness (Cooper et al., 2006).  The following 

diagram represents the changing role of internal audit. 

 

Figure 4. The expanding role of internal auditing 

 

According to the empirical findings, there have been several changes in IA (Ramamoorti, 2003; 

Gupta & Ray, 1992; IIA, 2016). We expect that the current role of internal auditing will not 

remain at its status and it is expected expand. The role of internal audit will continue to expand 
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to meet the demands of a changing business and regulatory environment, and internal auditors 

will work more closely with other line functions and external entities. 

Regarding the value adding roles of internal auditors, the respondent indicated that internal 

audit provides value adding service by working closely with different functional units of a 

company. Internal auditing that provides objective and relevant assurance services and helps to 

the efficacy and efficiency of governance, risk management, and control activities adds value 

to the business and its stakeholders (ISPPIA, 2012). These services include anticipating issues, 

ensuring prompt resolution, and minimizing unplanned events as opposed to the traditional 

reactive roles. Gupta and Ray (1992) argues that internal auditors are required to be proactive 

through their involvement in all companywide system development activities, including the 

building of internal control systems in contrary to the popular perception of internal auditors 

being only evaluators. 

According to the study result, internal audit reviews the organization's internal control system 

to identify risks and make recommendations for improvements using internal control 

mechanisms. As result, internal audit is increasingly engaging in value adding activities by 

assessing and anticipating the continued evolution of the regulatory environment (Tax laws) 

and international financial reporting standards (Like IFRS) so that the various solutions can be 

considered with the necessary reflections. Although, the company’s internal audit is skewed 

toward compliance and assurance service, the interview result showed that internal audit also 

assists management in revisiting and modernizing basic internal business processes such as 

systems, risk assessment, and continuous monitoring. Oftentimes, internal audit also 

participates in supervision, and performance evaluation of different projects, which implies to 

some extent the function plays a role in value adding activities.  The finding supports the notion 

that the contemporary internal audit not only looks for fraud and reviews a company's financial 

records but also decides whether the company's plans and actions were carried out 

economically, efficiently and effectively, and plays an advisory role (Gupta & Ray, 1992; 

Ebaid, 2011).  The finding indicated that the internal audit is consulted by management for 

guidance on internal control issues, particularly as they pertain to new businesses and processes 

that are being implemented. The internal audit advises management on improving internal 

controls and business process efficiency.  Even though internal audits do not actively 

participate in decision making process, it supports the management with recommendations and 

new alternative ideas. The finding indicates that internal audit not only focus on assurance and 
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compliance with company policies and procedures, but also system controls, system reliability, 

and cost-effectiveness.  

5.2 Organizational Factors and Challenges of Internal Auditing 

Internal audit organizational setting is necessary for effective auditing (Mihret & Yismaw, 

2007). The current organizational setting that affect the IAF's standing, structure, 

independence, and management support are among these factors addressed in our study. 

Because, the impact of organizational settings on IAF has been discovered to be significant 

(Pooe et al., 2022; Mihret & Yismaw, 2007; Mihret et al.,2012). When it comes to organization 

status, internal auditing of the company is appropriately positioned. It reports directly to the 

higher decision-making body (Managing Director) and enjoys freedom. As shown in Figure 3, 

the company’s internal audit function is run as a separate function reporting to the Managing 

Director Concerning internal audit effectiveness, independence is critical as it allows for 

impartial and unconstrained appraisal and reporting of results without being influenced by the 

units being audited. Internal audit should be given a sufficiently high status in an organization's 

organizational structure to allow for greater contact with senior management and to ensure 

internal audit's independence from auditees (Mihret & Yismaw, 2007). 

Respondent MGT2 expressed that individual auditor independence is achieved, for example, 

through internal auditor rotation- not assigning auditors to the same engagements in previous 

years. The interview finding showed that internal auditors rotate from one project site to 

another to increase their independence that could have been affected due to their personal 

relationships or other contacts believed to impair objectivity. According to interview 

evidences, the company’s internal audit department tries to preserve impartiality and 

independence by avoiding assigning auditors to areas where they previously held assigned or 

were involved in investigation. Because, individual auditor independence is critical to the 

internal audit function's effectiveness auditees (Mihret & Yismaw, 2007).   
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Figure 5. Internal Audit challenges 
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the relationship with external auditors, and having an independent internal audit department 

are all factors that contribute to management support (Alzeban & Gwilliam, 2014). 

 Another indicator of management support is evidenced by implementations of internal audit 

findings. The finding indicated the management continuously monitor and evaluate the 

implementation of internal audit recommendations. All the internal auditors interviewed insist 

that top management is responsive toward follow-up and implementation of internal audit 

recommendations. Respondent IA5 expressed that the internal audits rely on the top 

management influence for timely implementation and rectification of internal audit 

recommendations. The respondents indicated that they work closely with other business unit 

managers to implement recommendations. Internal audit team characteristics, audit processes 

and activities, and organizational relationships all have an impact on internal audit 

effectiveness, according to the study (Mihret et al.,2012; Alzeban & Gwilliam, 2014; Mihret 

& Yismaw, 2007). The study result shows that the there is good relationship among various 

functional units of the company and the internal audit function is considered as supportive unit. 

Unexpectedly, the evidence contrasts with many empirical evidences from similar context- 

Middle East and North African countries. Evidences from these region indicate lack of internal 

audit independence, lack of management support, and cooperation from other department and 

poor attitude toward the internal audit function (Alzeban & Gwilliam, 2014; Ebaid, 2011; 

Onumah & Krah , 2012; Gebru et al., 2016; Mihret & Yismaw, 2007). Similarly, finding by 

Gebru et al. (2016), Mihret and Yismaw(2007) in Ethiopian public sector also revealed that 

internal audit receives less management support. Nonetheless, as an advisory service to 

management, IA relies on top management and other functional units that provide resources 

and access to the information they need to do their jobs.  
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6. Conclusions  
 

6.1 Summary 
 

The overriding objective of the study was to explore roles of internal audit and whether the 

current practices reflects changing role of internal auditing. To meet this objective, theoretical 

and empirical evidences were reviewed. Qualitative research approach was employed and 

primary data were collected by interviewing 12 respondents who have firsthand experience, of 

which 10 were internal auditors and 2 were managers. The interview questions were therefore 

designed to get detailed about internal audit practices, roles, and organizational settings. 

Therefore, the researchers asked respondents to elaborate on the primary roles of internal audit, 

practices, and contextual factors/challenges in the company. As a result, the finding addressed 

internal audit roles, organizational structure, independence, management support, role conflict 

and ambiguity, relationship with other functional units, and internal audit competences. Based 

on the empirical results, common themes were identified as a role of internal audit mainly: 

financial audit, performance audit, compliance and risk assessment, and consultancy services. 

These themes were further presented into two broad themes compliance/assurance service and 

value adding service. 

The finding allowed us to conclude that financial audit, operational audit, ensuring company's 

compliance rules, regulations, procedures, and laws as primary roles of internal audit. Although 

internal audit plays a value adding role, it is yet to move beyond the traditional roles. We 

conclude that the traditional/compliance audit dominates the internal audit activities. Because, 

majority of the respondent indicated that internal audit function does not actively participate 

value adding activities. Hence, the respondents emphasize on ensuring the organization follows 

all laws and regulations, and including internal policies rather than the value adding roles, 

which supports the conventional roles of internal audit that mostly covers accounting, finance, 

and operational effectiveness (Cooper et al., 2006). Although, the company's internal audit 

activities are skewed toward compliance and assurance service, the interview result showed 

that it also supports top management in modernizing basic internal business processes, 

participate in implementation of emerging issues (like IFRS, taxations). It can be argued that, 

however, the company need to exploit internal auditors’ ability to identify areas that need 

further work or improvement, and expertise in internal business process to get benefits of value 

adding services. It can be further improved through internal auditor training in close 



 52 

collaboration with CPAs, ACCA, IIA, professional organizations with in the country (like 

EAAPA) and government regulatory bodies (AABE, OFAG). 

The reflections that can be made are that the company's internal audit department tries to 

preserve impartiality and independence by avoiding assigning auditors to areas where they 

previously held assigned or were involved in investigation. Based on the discussion above, it 

can be argued that internal audit was given a sufficiently high status in an organization's 

organizational structure to allow for greater contact with senior management and to ensure 

internal audit's independence from auditees. A reflection the can be made is that, the top 

management has a better grasp of the value of auditors’ independence and objectivity. Based 

on the above discussions, internal audit has unrestricted access to documents and good 

relationship with other functional units. Other attributes explored were other functional unit's 

perception toward internal audit and the extent of management support. It follows that top 

management supportive: responsive toward audit findings, follow-up, and implement internal 

audit recommendations. The reflection is that the management is expected to work with internal 

auditors to provide value to the organization's processes and the top management influence for 

timely implementation and rectification of internal audit recommendations. As advisory service 

to management, IA also relies on top management and other functional units that provide 

resources and access to information they need to do their jobs. The finding also concluded that 

the internal audit has good relationship with other business units and is considered as a 

supportive functional unit. 

As a final reflection regarding changing role of internal audit, it can be stated that internal audit 

functions underwent substantial changes from the early limited role- gatekeeper to more 

broadened role- Value Adding services. Change in regulatory framework (SOX 2002) and 

corporate accounting scandals (Enron, WorldCom, Parmalat) have induced the broadened role 

of internal auditors. The major roles internal auditing includes providing assurance and 

consulting services in the areas of control, risk management, and governance. Internal auditing 

(IA) helps to the effectiveness and efficiency of governance, risk management, and control 

activities adds value to the business and its stakeholders. It reviews the organization's internal 

control system to identify risks and make recommendations for improvements using internal 

control mechanisms.  
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6.2 Limitations of the Study  
 

 

The findings were based a case study from 12 interviewees, and it's important not to generalize 

the results to a larger context. As a result, the study result may not be representative of most of 

the internal audit function in a general context. Nonetheless, the goal of the study was not to 

collect data that could be generalized, but to explore and have a thorough understanding of role 

of internal audit and related challenges. However, the authors realized that interviewing from 

just a single company would have made it more difficult to see from different organizational 

contexts- firm size and ownership structure. The construction sector in Ethiopia is characterized 

by a huge number of micro-entrepreneurs, the majority of whom work in the country's informal 

economy. Whereas, Ethiopia's formal construction sector includes both local as well as several 

large international civil engineering and building firms.  As a result, it is difficult to generalize 

of internal audit role in the construction sector of Ethiopia. 

Furthermore, the selection of the respondents to represent the study are basically limited to 

internal auditors and this makes difficult to have the views of staffs of other departments about 

internal audit functions of the company when it comes to attitudes toward internal audit. The 

results of the data could not be generalized beyond the selected participants. Furthermore, the 

research was based on perceptions of the respondents which may not reflect the actual 

situations. Due to time constraints and distance, data collection method was only limited to 

interview made via telephone and zoom. We believe that follow-up interviews and addition of 

other data collection instrument like questionnaire could have generated more robust result.   

6.3 Theoretical and practical contributions 
 

Since there is a limited previous research which addresses the issue of internal audit role in 

private sector in Ethiopia, this study could have some contributions to the knowledge gap 

related the subject matter. Because, there have been no significant changes in the development 

of internal auditing since the formation of the government's Office of Auditors General (OFAG) 

in 1997 and overdue establishment of the Accounting and Auditing Board of Ethiopia in 2014.  

Furthermore, there is a lack of empirical evidences particularly in privately owned companies 

though they have a lion’s share in national economy.  

The study contributes to the body of knowledge and practical implications of roles of internal 

auditing as demonstrated by theoretical and empirical evidences. We argue that this paper is 

one of the first- if not the only, that explored internal audit function in private sector in Ethiopia. 
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We believe that the study will provide theoretical and practical insights about the role of internal 

auditors in the Ethiopian construction industry. Given the importance of the private sector in 

the Ethiopian economy, this research adds to our knowledge of the nature of internal auditing. 

empirical evidences reviewed from previous researches in the Ethiopian context exclusively 

focus on public sector auditing (Woldegebriel, 1994; Argaw & Desta ,1994; Mihret & 

Woldeyohannis, 2008; Mihret & Yismaw, 2007), and hence we consider this study result as an 

additional source for future researchers. 

6.4 Future research agenda 
 

This study explored internal audit function by using single company with in construction sector, 

which makes it difficult to generalize. Future research may conduct research considering many 

companies from construction sector or includes variety of organizational contexts, which is not 

limited to construction companies. As a result, a recommendation for future research is to 

duplicate this study, but with a bigger sample size with in or in a different industry.  This study 

did not manage to explore the longitudinal changing role of internal auditors within the 

company. Future research could investigate whether the role of internal auditors have changed 

over time with in the company or across industry. Exploring other issues such factor affecting 

the changing role of internal audit and a comparative analysis of internal audit role in 

government and public construction companies can be also investigated.  
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Appendix 
 

I. Interview Guide 
General Information: 

Gender: Male       Female  

Age: ______  

Highest Level of Education: ______ 

Experience in years: ______   

  

Interview Questions 

1. Can you elaborate the primary roles of internal audit in your company?  

2. Do you think that internal auditor’s roles conflict with one another? If yes can you give 

some        examples?  

3. To what extent do you think that the internal audit department is independent? 

4. How do you describe the status of internal audit department in the company? 

5. How do you see the management support to internal audit department?  

6. How do you express the interactions between internal audit department and other 

departments in the company?  

7. What role does the internal audit plays when it comes to external auditors? 

8. Do you think that the internal audit department staffs have necessary skill, knowledge, and 

attitude to perform their role?  

9. Does your company have a clear guide line, rules and regulations of the role of internal 

audit of the company? 

10. Do you aspire to continue with your current role? Why?  
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II. Interview Guide (Amharic Version) 
 

ጠቃላይ መረጃ 

ጾታ:________ 

ወንድ ሴት ዕድሜ፡______ 

ከፍተኛ የትምህርት ደረጃ፡ ______ 

የጥናት መስክ፡ _________  

የዓመታት ልምድ፡______ 
የቃለ መጠይቅ ጥያቄዎች 

 

1. በድርጅትዎ ውስጥ የውስጥ ኦዲት ዋና ዋና ተግባራትን ማብራራት ይችላሉ? 

                  

2. የውስጥ ኦዲተር ሚና ከሌላው ጋር የሚጋጭ ይመስልዎታል? አዎ ከሆነ አንዳንድ ምሳሌዎችን መስጠት 

ይችላሉ? 

 

3. የውስጥ ኦዲት ክፍል ራሱን የቻለ ምን ያህል ነው ብለው ያስባሉ? 

 

4. በኩባንያው ውስጥ የውስጥ ኦዲት ክፍል ያለበትን ሁኔታ እንዴት ይገልጹታል? 

 

 

5. የውስጥ ኦዲት መምሪያን የማኔጅመንት ድጋፍ እንዴት ያዩታል? 

 

 

6. በውስጥ ኦዲት ክፍል እና በኩባንያው ውስጥ ባሉ ሌሎች ክፍሎች መካከል ያለውን ግንኙነት እንዴት ይገልፃሉ? 

 

 

7. የውጭ ኦዲተሮችን በተመለከተ የውስጥ ኦዲት ምን ሚና ይጫወታል? 

 

8. የውስጥ ኦዲት ክፍል ሰራተኞች ሚናቸውን ለመወጣት አስፈላጊ ክህሎት፣ እውቀት እና አመለካከት አላቸው 

ብለው ያስባሉ? 

 

9. ኩባንያዎ የኩባንያው የውስጥ ኦዲት ሚና ግልጽ መመሪያ, ደንቦች እና ደንቦች አሉት? 
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