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Introduction

The internal audit function (IAF) is pivotal in ensuring transparency, efficiency, and accountability of governmental
operations (Gegeza, 2021) In South Africa’s (SA’s) context, where provincial governance systems form a crucial part
of the administrative apparatus, the effectiveness of IAF is paramount (Gegeza & Dubihlela, 2019). The IAF is currently
integrated into the corporate governance system, offering assurance regarding the effectiveness of all organizational
functions and providing advisory services to various management levels in fulfilling their responsibilities (Gegeza,
2019). This approach seeks to bring value to the organization (Mirzay Fashami et al., 2020). However, one aspect
underpinning the IAF’s efficacy is the independence of its activities and the objectivity of internal auditors (IAs)
(Mensah, Ngwenya, & Pelser, 2020). Independence and objectivity have always been the cornerstones of audit
philosophy and practice; however, in recent years, this notion has grown in prominence (Eulerich & Eulerich, 2020),
presenting the opportunity to understand, assess, and enhance internal audit activity independence (IAAI) and IAs’
objectivity within SA’s provincial governance systems (Mensah et al., 2020). The systems operating within a distinctive
regulatory framework pose a unique challenge that impacts the IAF’s ability to fulfill its mandate effectively. One
primary challenge lies in the absence of a specific framework designed to evaluate and bolster IAAI and IAO. This
gap leaves provincial governance systems vulnerable to risks compromising operational compliance, policy adherence,
and statutory requirements, exposing government departments to maladministration (Geqeza, 2021).

Intriguingly, despite the vital importance of IAAl and IAO in ensuring the integrity of governmental
operations, a conspicuous dearth of research focuses on these aspects within the context of SA’s provincial
governance systems. While previous scholars have delved into the effectiveness of the IAF, particularly in local
government spheres, scant attention has been devoted to identifying solutions to IAAIl and IAQ issues (Mamaile,
2018). This paper addresses this critical knowledge gap by comprehensively examining IAAI and 1AO within SA’s
provincial governance systems. It seeks to shed light on the challenges the audit committee (AC) faces in ensuring
that the IAF fulfills its purposes and the factors that hinder its independence and objectivity. Furthermore, it provides
insights into remedies for these issues, offering a valuable contribution to the existing body of literature, particularly
within the unique SA context.
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The significance of this paper lies in its potential to inform policy and practice and its capacity to help
provincial governments in SA achieve their objectives effectively and uphold the principles of good governance.
This study paves the way for more transparent, efficient, and accountable governance within SA provinces by
understanding and addressing challenges surrounding IAAI and IAO. Lastly, it could lay a foundation for new
studies even in other countries.

Literature Review
[AAI and IAO

To foster IAAl and IAQ, the Public Finance Management Act (PFMA) and treasury regulations issued for the PFMA
require the chief audit executive (CAE) to report at a level within the government department, allowing the IAF to
perform its duties independently. For this level to be effective, it must have the authority to advance independence,
ensure extensive coverage, and take appropriate action on engagement recommendations (Mirzay Fashami et al.,
2020). Attribute Standard 1110 of the International Standards for the Professional Practice of Internal Auditing
(ISPPIA, 2012) also supports this criterion, stating that the IAF must report to the highest level within the institution
to fulfill its obligations. The standard also reiterates that the IAF must be allowed to execute its activities
independently and objectively (Wakil et al., 2020)

To further enforce IAF independence and objectivity, the CAE must report administratively to the accounting
officer (AO) and operationally to the AC (Siyaya et al., 2021). According to ISPPIA Advisory Standard 1110-2, besides
the CAE having a functional reporting relationship with the AC, it must have an administrative reporting relationship
with senior management and receive the necessary support for internal audit day-to-day activities. The support must
include putting the IAF and the CAE in the organization’s structure to have an appropriate status and full access to
staff, sufficient resources, information, and documentation (Siyaya et al., 2021). The IAF’s organizational standing
and objectivity help it attain independence. Senior management and the AC must support the IAF in executing its
duties freely and objectively (Shalimova & Kuzmenko, 2022). The literature related to the IAAl and IAO was examined
to identify the gaps from previous studies. Correlated studies include but are not limited to Nkonki Accountants on
the study entitled Challenges Facing the Public Sector AC, Motubatse, Barac and Odendaal’s study entitled Perceived
Challenges Faced by the IAF in the South African Public Sector: A case study of The National Treasury (2015), and
Mamaile on the study entitled Developing of a Framework to Evaluate the IAF at Municipalities in South Africa (2018).
These scholars have documented similar studies on the problem of this paper; however, their studies were conducted
in a government sphere different from this paper.

Previous scholars have also missed an essential part-element relating to the problem of this study: the lack
of independence and objectivity of IAs within provincial governance systems, resulting in the mismanagement of
government funds. The study of a similar problem has never been documented in the Provincial Governance
Systems. Therefore, this research paper intends to fill that gap.

Theoretical Framework

This paper’s discussions underpin the institutional, principal agency, and communication theories. The institutional
theory acknowledges that departments and officials could provide, sustain, and deliver public services using various
mechanisms, such as complying with laws, IAF services, and accountability systems (Camilleri, 2018). It applies to
this study because the extent to which IAs can be objective and their activities can be independent is limited to
institutional compliance, practices, adherence to accountability systems, and AO support (Aksom & Tymchenko,
2020). The principal agency theory was applied in this paper because IAF only works as agents of the principal, the
key employer (the government) (Abdulkadir & Alifiah, 2020). The government employs IAF to ensure that internal
financial controls, rules, and regulations are followed to prevent unauthorized, irregular, fruitless, and wasteful
expenditures (Mamaile, 2018). The extent to which IAF can be effective in their role is only limited to the level of
their freedom or the freedoms they are getting (Geqeza & Dubihlela, 2019). Communication theory is an element
of communication auditing. According to Tourish and Hargie (2017), communication audits assist the department
in identifying its internal communication hurdles and offer solutions for guaranteeing efficient communication
channels. The theory was applied in this study because IAF ensures that the information about how the provincial
government funds are managed is communicated adequately through financial statements (Razzaq & Thijeel, 2019;
Wakil et al., 2020).

Research Method

This article used a mixed research approach, as Lichtman (2012) believes they are complementary rather than
antagonistic. This approach enhances the rigor, validity, and depth of the research findings, leading to a richer
understanding of the complexity of IAAI and IAO phenomena.
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This study’s target population was the Western Cape Government (WCG). A purposive sampling method
was used to select the prospective respondents. It was used because the researcher wanted only to select the IAF
since it possesses knowledge and experience about IAAI, and it is the [As that must be objective when conducting
assessments and passing recommendations (Surbhi, 2016). The selection criteria were that all respondents must
have worked for the WCG IAF and should have at least two years of working experience in the 1AF. This subjective
selection can introduce bias when the researcher’s criteria for selection are not well-defined or if some population
characteristics are overlooked. Furthermore, since purposive sampling involves selecting participants based on
specific criteria, the sample might not represent the broader population. Therefore, findings on purposive sampling
studies might have limited generalizability beyond the selected sample. Nonetheless, two hundred sixty (260) WCG
IAF employees constituted the sampled unit. Assertion can be made that this sample size represented the target
population, as it far exceeds the proposed minimum of 30 for a quantitative study (Eichler et al., 2018).

The researcher ensured that the respondents met the established selection criteria to avoid data collection
bias. After that, 260 interviewer-administered questionnaires were circulated to the identified sample, and 260 fully
completed questionnaires were returned and received for analysis. The data acquired via the questionnaire
instrument was analyzed using SPSS software, and the outcomes were provided as descriptive statistics. These
outcomes were triangulated with personal interviews with a CAE and three deputy directors and two focus group
discussions of four and six participants, which lasted 20 minutes each. Thematical analysis was conducted using
personal interviews and focus group discussions for qualitative data.

Reliability and Validity of The Results

The reliability of the survey results was evaluated using Cronbach’s Alpha. According to Morgan and Waring
(2004), data reliability involves adequate, comprehensive, and correct data collection to measure the relevant
concept under investigation. As such, Cronbach’s Alpha was used to determine the extent to which various variables
in a questionnaire measure the same concept. The survey instrument for this study attained a 0.90 internal
consistency reliability, thus 90%. Table 1 shows the results of the reliability test.

Table 1. Cronbach’s Alpha values for the reliability test

Constructs Cronbach’s Alpha Cronbach’s Alpha based on standardized items
IAAI 971 972
IAO .965 967
IAE 957 .962

NOTE: IAAI = internal audit activity independence; IAO = internal auditor objectivity; IAE = internal audit effectiveness;
IAOC = internal audit operational challenges

According to Kerlinger and Lee (2000), the reliability test results at 0.60 and above indicate the level of
reliability and are accepted as dependable. Accordingly, the lowest Cronbach’s Alpha test value documented was
on construct IAOC as .820. Based on these alpha values, a conclusion was made that the data are deemed reliable.

Results and Discussion

Even though personal interviews were conducted, the survey questionnaire is the core source of primary data in
this study. Consequently, the interviewer-administered questionnaire outcome is addressed first, followed by direct
quotes from personal interviews to supplement and corroborate the survey questionnaire outcomes.

Table 2. IAAL IAO and IAE

1 5 3 4 Total
agreement

Management is not taking timely corrective action based on 2% 6% 5% 6% 82% 88%
audit findings and recommendations
The implementation of recommendation rate is low 1% 2% 3% 6% 88% 94%
IA findings are not solved within the required period 2% 5% 3% 7% 83% 90%
IA have friendship relationships with auditee employees 10% 5% 3% 32%  49% 81%
Sectional heads are not cooperating with the IAF 2% 4% 7% 44%  42% 87%
IAF is given low status in the management structure 3% 5% 8% 39%  46% 84%
Management has a bad perception of IAF as a fault finder rather 4% 5% 5% 52%  34% 86%

than adding value to the organization

Of the respondents, 87% alluded to the notion that management is not taking timely corrective action
based on the audit findings and recommendations, 93% indicated that the implementation of recommendation rate
is low, 90% indicated that the IA findings are not solved within the required period, 86% indicated that sectional
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heads are not cooperating with the IAF, 84% indicated that the IAF is given a low status in the management
structure, and 86% agreed that the management has a bad perception about IAF as a fault finder than adding value
to the organization.

The participants of the telephone interviews and focus group discussion concurred with these results, but
further noted the following: “When the reports issued highlights that controls are adequate and effective, the
management is naturally happy with the result. However, when it comes to audit findings, client will argue findings
despite evidence provided and this causes delays in finalizing reports” (Participant #6).

a. Management does not timely provide actual plans.

b. IAF is being undermined and auditors are seen as police not adding value activity.

c. People do not want a change, lack of buy in from management, capacity issues in our organizations, limited
budget to improve and train the internal auditors.

d. 1A needs more budget/resources as these affects scope coverage such field verification” (Participants #1, #4 &
#6)

“There is a lack of rotating IA resulting in them being familiar with working on the same client often becomes a
problem as friendship relationships are forged, which makes it difficult for 1As to remain objective.” (Participants
#1, #4 & #6)

Correlation Analysis

Correlation analysis was conducted to evaluate the validity of the survey results. The statistical tool Pearson
correlation (r) was employed to study and ascertain the learner relationship in the data and assess the statistical
significance of the relationship between each variable. The first constructs evaluated were the IAAIL, 1AO, and IAE
(Table 3).

Table 3. Inter-item correlation analysis — IAAI, IAO, and IAE

Correlations

Means SDV IAAI IAO IAE
1AAI 491 .508 1
IAO 4,86 .575 .867%* 1
IAE 4,78 .631 769%** .646%* 1

**_The correlation is significant at the 0.01 level (2-tailed).
NOTE: IAAI = Internal audit activity independence; IAO = Internal auditor objectivity;
IAE = Internal audit effectiveness

The inter-item correlation analysis for each construct above was conducted to establish the relationship
among constructs. The result indicates a positive, strong correlation with each other at a 95% significant level (p =
0.01). The correlation analysis for inter-item correlation for IAO is presented in Table 3.

Structural Equation Modeling (SEM)

Bag (2015) describes SEM as a general linear model (GLM) extension that evaluates various regression equations
simultaneously. This study used SEM to explore relationships among the endogenous and or exogenous variables,
usually dependent and independent variables, respectively. The SEM was further used to assess models and more
complex associations and models, such as confirmatory factor analysis (CFA). Additionally, SEM can graphically
depict the structural linkages to aid in comprehending the framework being developed.

Furthermore, assessing the complete model in a single analysis is an advantage of SEM (Shadfar &
Malekmohammadi, 2013). AMOS software was used to analyze data to attain the effectiveness of SEM. Kline
(2011) states that SEM is typically applied to large samples. Therefore, it is critical to determine whether a model
is appropriate to be used by comparing it to the data collected (Zhu et al., 2022). SEM combines partial least
squares, pathway modeling, and factor analysis (Chen et al., 2014). Lastly, according to Shadfar and
Malshekmohammadi (2013), specific fit statistics must be evaluated and confirmed before a decision can be made
to use SEM. Table 4 summarizes the SEM statistical fit.

Fit index for the IA effectiveness model

Various fit indices have been established over time. Consequently, interpretations might differ (Hox & Bechger,
1998). At least three fit indices for the structural model are ideal (Hair et al., 2010). The following fit indices were
obtained for IAAIl and IAO within the provincial governance systems model.
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Table 4. Model fit indices

Fit Index Recommended Value Observed Value

Cmin 243.833

Df 290

p-value As close to 1.0 977

RMSEA <0.05 .000
(Hox & Bechger, 1998)

NFI 0.0-1.0 .786

(lacobucci)

NNFI >0.95 1.098
(Hox & Bechger, 1998)

CFI 0.0-1.0 1.000

(lacobucci, 2010)

IFI >0.90 1.054
(Hox & Bechger, 1998)

RFI >0.9 .679

GFI >0.90 .937
(Hox & Bechger, 1998)

Cmin/DF <3.0 .841

(Schreiber et al., 2006)

Sources: IBM, SPSS, AMOS, SEM

Table 4 lists the CFA model’s overall fit indices; the accepted standard is at least three fit indices (Hair et
al., 2010). CFA is a statistical technique that explains variations among associated factors for a potentially lower
number of unnoticed variables (Chen et al., 2014). This is typically followed by a model hypothesis, which is
subsequently compared to the covariance matrix (Schreiber et al., 2006). The comparative fit index (CFI), whose
ideal value is 1.000, compares one set of data to many models to see whether the hypothesized model is more
accurate than a simple model. The CFA determines how well the model fits the data (lacobucci, 2010) for the model
under consideration.

Supporting the viewpoint of Hair et al. (2010), at least five indices were within the necessary fit, with the
normed fit index (NFI) at .786, the non-normed fit index (NNFI) at 1.098, the incremental fit index (IFI) at 1.054,
the root-mean-square error of approximation (RMSEA) at .000, and the goodness for fit index (GFI) at .937. Table
5 provides the regression weight results for independent and dependent variables.

Table 5. Regression weights of the independent and dependent variables

Path Estimate S.E C.R. P Significance level
IAE € 1AAI 319 .066 4.819 *oA* Accepted at p <0.001
IAE < 1AO .073 .025 2.908 .004 Accepted at p <0.05

IAAI = internal audit activity independence, IAO, IA effectiveness, construct reliability. *, p < 0.001
The norm value of p must be less than 0.05. The p-value below .0001 is expressed by ***_confirming the relationship between
IAAI and IAE and IAO and IAE. Figure 1 depicts the IAAIL, 1AO, and IAE models.

b=0.319

IAA p-value < 0.001

independence
(2)

IA Effectiveness

(1)

b =0.073
p-value =0.004

IA Objectivity (3)

Figure 1. SEM Sketch

Figure 1 illustrates the SEM for IAF effectiveness within the provincial governance systems; three primary variables
were identified and subdivided: IAAIL, 1AO, and IAE, with estimated values of 0.319, 0.073, and 1.00, respectively.
Research Implementation

The findings are examined in this section regarding theoretical, managerial, and institutional requirement
implications.
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Theoretical Implications

The central theoretical proposition of this study is that the characteristics of Internal Audit Activity Independence
(IAALI) and Internal Audit Objectivity (IAO) serve as foundational elements for fostering Internal Audit Effectiveness
(IAE). These characteristics should be actively cultivated within provincial governance systems. The implications of
this proposition can be understood through the lenses of institutional theory, principal-agent theory, and
communication theory.

From the perspective of principal-agent theory, the lack of timely corrective action by management on
audit findings and recommendations highlights a disconnect between the objectives of the principal (management)
and the agent (Internal Audit Function, IAF). To address this misalignment, management must prioritize actions
that enhance organizational performance by aligning their interests with the broader goals of the organization.
Institutional theory suggests that the Western Cape Government (WCG) must cultivate a culture that values and
enforces audit recommendations, ensuring that these become integral to the organizational ethos. Moreover,
communication theory emphasizes the need for effective communication channels between the IAF and
management to ensure that the urgency and importance of audit recommendations are clearly understood and acted
upon.

The friendship relationships between internal auditors and auditee employees raise concerns from a

principal-agent theory standpoint, as they can lead to conflicts of interest, compromising the independence and
objectivity of the IAF. Institutional theory posits that such relationships reflect informal norms and social structures
that undermine the professionalism expected of internal auditors. Communication theory further suggests that these
personal relationships can obstruct the open exchange of information necessary for effective auditing.
When sectional heads do not cooperate with the IAF, it points to a breakdown in the principal-agent relationship.
Principal-agent theory underscores the need for sectional heads to understand that the IAF serves the broader
interests of the WCG, not just their sectional concerns. Institutional theory suggests that the institution must ensure
that established norms and power dynamics do not discourage cooperation with the IAF, particularly when such
cooperation might challenge entrenched authority structures. Communication theory advocates for effective
communication strategies to avoid interpersonal dynamics that hinder collaboration, leading to resistance or
misunderstanding of audit processes.

Lastly, the negative perception of the IAF as a faultfinder rather than a value-adding entity highlights the
need for better alignment between management’s expectations and the objectives of the IAF, as posited by
principal-agent theory. Institutional theory advocates for promoting the significance of the IAF in organizational
governance and accountability. Communication theory emphasizes the importance of clearly outlining the value
that the IAF adds to the organization to change management's perception.

In summary, the effectiveness of internal auditing and management oversight can be better understood by
analyzing these issues through the perspectives of principal-agent theory, institutional theory, and communication
theory. These theoretical frameworks provide valuable insights into the organizational dynamics that impact the
effectiveness of internal audit activities.

Managerial Implications

To improve oversight and accountability, management must enhance its mechanisms to ensure that corrective
actions are taken promptly in response to audit findings and recommendations. This requires establishing clear
accountability structures and monitoring processes to track the implementation of recommendations. Additionally,
improving communication channels between the IAF and relevant stakeholders is essential to ensure that audit
findings are communicated effectively and acted upon in a timely manner.

Addressing relationship dynamics within the organization is also crucial. Management should take steps
to mitigate any friendship relationships between auditors and auditee employees that might compromise the
objectivity and independence of the IAF. This can be achieved by implementing policies that promote
professionalism and reduce conflicts of interest. Moreover, management must address institutional barriers and
cultural norms that hinder the effectiveness of the IAF. This may involve structural changes such as revising
reporting lines, reallocating resources, and fostering a culture of accountability and transparency.

Recognition of the strategic importance of the IAF within the organization is vital. Management should
elevate the status of the IAF by acknowledging its role in improving governance, risk management, and internal
controls. Investing in training and development programs for both auditors and auditee employees will enhance
their skills and understanding of audit processes, fostering cooperation and professionalism across the organization.
Incorporating management’s cooperation with the IAF into performance evaluation and incentive systems can
further reinforce desired behaviors. By recognizing and rewarding adherence to audit standards, timely resolution
of audit findings, and effective communication, the WCG can encourage a culture of continuous improvement.
Overall, addressing these managerial implications requires a proactive approach from management to prioritize
governance, accountability, and communication within the organization.
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Institutional Implications

When management ignores audit findings, it erodes accountability and transparency within the organization. This
attitude can permeate various levels, leading to a culture where employees feel less responsible for adhering to
policies, procedures, and controls. Moreover, friendship relationships between IA staff and auditee employees can
compromise the independence and objectivity of the IAF, potentially resulting in biased audit findings and affecting
the quality and reliability of audit reports.

The perception of the IAF as merely a faultfinder diminishes its effectiveness. If sectional heads and other
staff view the audit function with suspicion or hostility, they may be less willing to provide necessary information
or take corrective actions recommended by audits. This attitude can hinder proactive risk management and
continuous improvement practices, ultimately increasing the organization's exposure to financial, operational, legal,
or reputational risks.

The underlying issues also point to a problematic organizational culture that does not value oversight,
accountability, or continuous improvement. Such a culture can damage the organization’s ability to achieve its
objectives, attract and retain talent, and maintain public trust. Additionally, failure to act on audit findings can lead
to regulatory and legal consequences, including breaches of the Public Finance Management Act (PFMA), treasury
regulations, and constitutional requirements, potentially resulting in fines, sanctions, or legal action against the
organization.

To address these institutional implications, the WCG should consider several strategic actions.
Strengthening governance structures is crucial to ensure clear lines of accountability and responsibility are outlined
in standard operating procedures and governing policies. Senior management should actively support the IAF,
positioning it as a partner in achieving organizational objectives rather than just a faultfinder.

Ensuring the independence and objectivity of the IAF is also essential. Implementing strict policies and
training programs to manage conflicts of interest can help maintain the integrity of the audit process. Additionally,
fostering a culture of transparency and continuous improvement can encourage open communication and view
audits as opportunities for growth rather than threats.

Regular training and awareness programs can educate employees about the importance of the IAF and its
contribution to the organization’s success. Addressing these issues requires a concerted effort from all levels of the
organization, particularly from top management, to foster a culture that values accountability, transparency, and
continuous improvement.

Conclusions

This paper noted that the lack of IAAl and 1AO within the provincial governance systems significantly hinders the
IAF from effectively adding value to the operations of the provincial government sphere. These invite irregularities
threatening the attainment of the provincial government objectives to thrive easily. The outcomes of the data
collected and analyzed showed that IAFs can only be effective when their activities are independent and when they
have objective minds. However, it was established that management does not support the IAF role to the extent
required. Although the IAF’s position was regarded as beneficial in giving consulting and reasonable assurance on
risk exposure, the results also revealed operational issues the IAF faces within the WCG. Such operational
constraints significantly affect the IAF’s ability to add value to the operations within the provincial governance
systems. The causal and predictive elements contributing to IAAl and IAO problems were a shortage of IAF staff
to successfully perform its duties, an insufficient budget to successfully perform its duties, the low status in the
management structure, management have a bad perception of the IAF as fault finders as opposed to adding value
to the organization, management is not taking timely corrective action based on audit findings, and
recommendations, are not promptly implemented.

The department must address the concerns surrounding the IAF’s role since they relate to IAAl and 1AO
within the provincial governance systems, particularly a crucial government like the WCG. This could be
accomplished through various purposeful initiatives designed to improve organizational dynamics and
communication inside the department. Regular seminars, team-building exercises, and ongoing monitoring and
assessment could produce beneficial results. The techniques might need to be policy-driven to produce beneficial
results and moderate stakeholder behavior.

This study has focused on IAAI and IAO within the WCG. Future research could explore these concepts
in other government institutions or across various South African government departments. Since institutional
structures and processes can vary significantly, even within the same legislative framework, comparative studies
could reveal best practices that could be shared among provincial departments. Additionally, this study’s findings
are based on a sample of 260 IAF employees. Future research might engage with a larger sample size and use a
triangulation of data from different South African provinces to enhance the generalizability of the findings and
address provincial imbalances. A comparative study across different government departments could provide
valuable insights for future research, potentially leading to more effective internal audit practices across the country.
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