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Abstract: 

This study deals to understand the importance of internal audit and internal control in a Company 

X (Chains of departmental stores) of UK. This study tries to solve the issue of management of the 

different organisation that how to adopt the internal auditor and how they are useful for the 

company. The result and recommendation of the research report also help the management how 

much useful the internal audit department and internal control system. The main theme of this 

study in detail is to understand the role, duties, functions, responsibilities and impact on the 

organisation of internal auditors.  

This research theory is talking about the accounting system, auditing system and characteristics of 

internal auditing, especially in the medium and large size firms. The concept and method of this 

research taken from various sources such as; books, journals, articles and websites. This study 

based on the interview of experienced employees from a Company X of UK. Interviewees also 

include the managing director of the company; his interview consists of various important 

questions about internal audit and internal control of the company. This research also discusses 

the advantages and disadvantages of the internal audit department and the role to disclose and 

overcome the risks of an organisation. 
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1- Introduction: 

Recent days businesses are growing rapidly and the environment are very competitive and 

technical (Ian R. Stone, 2017). Growing opportunities are based on adopting environmental 

changes (Leech, 2017). Each organization adopts the changes according to the business structure 

and challenges. At the beginning of 21st-century major accounting and corporate scandals of cause 

the collapse of major companies, for example, WorldCom, Enron and Parmalat (Giriunas and 

Lakis, 2012). This incident makes a question mark on the standards, regulations and policies. This 

incident also loses the confidence of investors and also changed the number of regulations. The 

recent frauds prove that tighten the rules and regulations is not enough to control the overall 

system. Financial frauds such as ABB in the different regions of South Korea of around $98 

million, 17 million pounds fraud in 2015 in Konecranes and internal audit scandal of Toshiba 

create a threat in the system (Revill, 2017 and Business Insurance, 2015).  

To control the theft in the organisations and ensure the shareholders about the risk, companies use 

the method of internal audit and also increase the control in various departments of the business 

(Lakis and Giriunas, 2012, p. 216). Internal control is the key to control the internal matters of the 

organisation and also control the corporate governance, administration and disclosure of 

information. It is the best way to win public trust and minimise the chance of financial fraud and 

irregularity (Gowthorpe and Spira, 2008). The COSO framework and Sarbanes-Oxley act law help 

to make development and growth in the organisations and create the importance of internal audit 

and internal control in all over the world. These methods also helped to create a subject and 

expected to evolve the problems in the future.  
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In this study, a survey is conducted about the view of higher management in the organisations 

about the internal audit and internal control and how it is affected to control financial fraud. In the 

same way, the reviews are also taken from the managers of different organisations that how they 

are thinking about internal audit and management of internal control. The higher management is 

selected and audit department in this survey who are involved in conducting an internal audit. The 

theme in mind is how internal audit and internal control help to control financial fraud in the 

organisation. The interviews are conducted for this purpose to collect the reviews of management 

about internal audit and their benefits for the organisation. After collecting the data from various 

organisations, conclusions are drawn. The tables and figures are also drawn at the end to 

understand the research work. The theme of this study is to present a deeper understanding of this 

topic by taking examples from real life. This study also explains how different companies adopt 

internal audit and internal control. It means what are the benefits and drawbacks of internal audit 

and internal control in various organisations. In this study, I have selected a company that has 

chains of departmental stores and this company facing waste problem due to targeted the food 

items with small expiry dates. Company name is Company X 

2- Research Objective: 

The research objective is; what is the role of internal control and internal audit in the Company X 

and how it is beneficial for the stores operations?  

2.1- Research Question: 

In the same way I create some related sub-questions for better understanding.  

• What is the procedure to implement the internal control and internal audit (waste and 

GAP)? 
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• What are the responsibilities of internal auditors in auditing of stores accounts? 

• What are the benefits and drawbacks of having internal auditors the Company X? 

 

3. Literature Review: 

(Kalbers and Fogarty, 1995) suggested that there is a range of theory in the regards of internal 

auditing. The literature related to academic field in the field of internal audit practice was limited. 

The literature of academic field brought limited attention to the internal audit practice for making 

it well structured. The internal audit can influence by the rules of the government and 

developments in IT department. The IT cannot boost the efficiency of internal audit practice, but 

the major influencing factors of internal auditing process can improve with the help of the latest 

technologies. According to the author, the internal auditing process required continuous up-

gradation and evolution for the synthesising the ideal internal audit system (Daniela, 2013). There 

were various opportunities for research for evaluating the current traditional internal auditing 

process for making it meet the needs of the organisation. 

3.1 Concept of IAF 

 After the establishment of the IIA (Institute of Internal Auditors) in 1940, the internal audit 

perceived as an extension to external audit (McCafferty, 2016). The internal audit, as well as the 

external audit, was strictly concerned with accounting within the organisation. At the start, it 

focused on the protection of the organisation assets against loss and frauds and to monitor all the 

transactions of finance, and it shifted slowly from the “audit for management” towards “audit of 

management”. Later, internal auditors became the consultants of the management controlling and 

examining the accounting as well as non-accounting functions of the organisation. In the year 
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1999, after the debate of the academics scholars, professional accountants, and practitioners, the 

internal auditing was considered as an independent thing, assurance of objective and consulting 

activity designed improvement of the operations of the organisation. The internal auditing process 

helped to accomplish objectives of the organisation through the disciplined approach through 

proper system for the purpose of evaluation and improvement in the effectiveness of control, 

governance process and risk management. The internal system of auditing is designed to increase 

and addition of value and improvement of the operations of the organisation. Nagy and Cenker 

found that the current practice of internal system of auditing is the definition of the new proposed 

the internal system of auditing. 

3.1.1 IAF Related Directions of Governance 

Various criteria and the lawful requirements addressed the system of internal auditing. The United 

States of America included systems are Sarbanes Oxley Act, BYSE standards, COSO (Internal 

Control-Integrated Framework). Control objectives for information and technology (COBIT) and 

PCAOB (Public Company Accounting Oversight Board). In the system of SOX, the external 

auditor had the major role of facilitation of implementing and auditing of the internal system of 

control for finance, which also included the audits of IT. This environment became changed just 

after the SOX. First, SOX put the responsibility on the management of evaluation and 

documentation for internal audit (Anon, 2019). Secondly, the external auditors have no rights to 

offer specific services of internal audit. This concept makes the organisation to depend only on 

external auditors. The organisations cannot get the guidance for internal audit (Longdom, 2017). 

In the United Kingdom, the Turnbull Report included for guidance and standards. In Europe, 

ECIIA (European Confederation of Institutes of Internal Auditors) considered the strong position 
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in the regards of the internal system of audit (Icas, 2019). The Basel Committee had given three 

publications for the internal auditors, which are as follows: 

1. Enhancement of the governance of corporate in the organisations of banking: It includes 

the number of problems and issues, i.e. functions of audit and risk management. 

2. Internal system of audit in the banks and the relationship between supervisor and auditors: 

It emphasised on the internal auditor’s role for the evaluation of the process of internal 

control. 

3. Functions of audit internally in the banks: It promoted the rigid IAF system in the banks. 

These are three standards which force as well as pressurise the organisations for maintaining the 

strong system of IAF, which in turn add the value through the governance enhancement. Some 

challenges are also present for the internal system of auditing activities as well as profession (Icas, 

2019). 

3.2 IAF Practice and Aspects of Structures 

As the environment is changing continuously, so the faces of the internal audit are evolving more 

requirements at a rapid rate. The changes are taken place in the roles of the profession, structure, 

practice and increasing pressure for undertaking the duties with a range of variety and also 

acceptance of the responsibilities which lie outside the boundaries of the tradition in the regards 

of the internal system of audit (Longdom, 2017). The professionals of the internal system of audit 

brought attention to ‘create value’ for survival. The most difficult task for the internal auditor 

related with the assurance that is thought by the shareholder. IAF becomes changed a lot in recent 

time (Small Business, 2019). It moved from the watchdog to the mechanism which keeps an eye 

on the accomplishment of the procedures and policies of the organisation. 
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3.2.1 Scope of Practices and Services 

In COSO, the internal system of audit comprises of evaluation as well as an examination of 

affectivity of internal control and also performance quality carried out by assigned responsibilities. 

In recent years, the internal auditor’s role had expanded broadly. In Europe, internal audit focuses 

on the consultation, governance, audits of management and IT. Australia supports the change in 

the system of internal system control and internal system of audit. PwC (2007) identified that the 

internal auditor changing the role and the technology have a huge impact in the upcoming years 

on IAF. It is necessary to understand the trends and difficulties to add value to an organisation in 

the regards of the internal audit. It found that there are small changes in the activities and processes 

of an internal system of audit and the environment of an internal system of audit had changed a lot 

these days (Martin and Lavine, 2000). 

3.2.2 Structure of Internal Audit 

According to PwC (2009), special attention is required to focus on the development of the audit 

department. The IT skills should be embedded in the department instead of using as IT domain. 

Marks and Taylor illustrated that the same practice is not conducting in most of the corporate, and 

there is a desperate need of new updated internal audit system (Murdock, 2019). According to 

Summer (2008), the rotation of people between the internal auditors and staff of the IT department 

will bring critical concerns of the system, and significant knowledge transferred. The major 

consideration is the objectivity and independence; there is high limitation on these factors. These 

things required after completion of any task performed as well as any relation built (Jinga C., 

2009). 

3.2.3 Skills of Internal Audit 
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The professional of internal audit should have to re-design these skills, set of abilities for their 

profession. For maintaining effective value-added activity of audit, it is necessary to develop the 

necessary talent. It observed that most of the internal system auditors are not prepared well for 

auditing purpose in the automatic system. It also found out that auditors of the internal system are 

struggling in clearing the difficulty of skills in the technology. The skills of the internal auditors 

in most of the organisations are not according to the desired level. They are taking help from 

external auditors. The most crucial area of improvement for internal auditors is information 

security. The reasons are effective training skills, knowledge of adequate technology and IT audits 

skills. These three factors are not well prepared for the auditors of the internal system by an 

organisation. The auditor of the internal system must be an IT professional because he should have 

to carry out finance department audit as well as compliance audits and operational of the 

organisation. The internal auditor must be skilful in the implementation, maintenance and the 

operation of the system of IT within an organisation. It may be a major challenge in the future for 

the internal auditor to meet the needs of the IAF, i.e. in value-adding process, monitoring, risk 

management and internal control processes (IndiaFilings, 2019). 

3.2.4 Tools of Internal Audit 

The highly effective work required the internal auditor to use the right tools for auditing. The 

advancement in technology helped the auditors of internal system for changing the way of dealing 

with work. The internal auditors must have to understand the new technology as well as to take 

some benefits if appropriate. It is necessary to use the IT audit techniques for assuring the good 

risk management assessment as well as an internal control. Burnaby and Hass illustrated that 

internal auditor would use the following things in the future, i.e. risk-based planning of the audit, 

CAATs, software of process modelling, mining of data, real-time auditing. The internal auditor 
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should have to use IT in the risk management, analytics of data, continuous data, the process of 

documentation, security, and privacy of IT, automated testing, monitoring of duties, and an audit 

of technical IT, risk and compliance. The tools and techniques used for internal auditing activities 

are updated and improved them a lot, but it is dependent on the researcher how much he/she 

explored these things. It is an important thing to know and learn about the new updated audit tools 

as well as technologies, but it is also necessary to know adequate knowledge about the old or 

existing internal audit system (Omolaye and Jacob, 2017). 

3.2.5 Internal Audit Sourcing 

Internal audit sourcing includes own staff, external organisation (outsource) and the combination 

of both (co-source). Some of the sources of an organisation may outsource because of the priorities 

and resources availability. The reason behind the failure to the change of the IAF is outsourcing to 

external auditors. The experts and professionals of internal audit recruited from the external 

auditors for carrying out their business. This can be considered as real loss for the organisation in 

the regards of the internal auditor (Pirzada and Rehman, 2013). 

There are various advantages of outsourcing in the regards of internal audit. Outsourcing offered 

high-quality services, i.e. technology skills. According to Sumners and Soileau, (2017) co-

sourcing and outsourcing have various other benefits in terms of internal audit. Some of them 

reduce cost, flexibility in the staff, skills and expertise in the field. It also brings specialised skills 

in the expertise of system security. The IIA preferred the in-house internal audit. The competent 

in-house internal audit can be performed efficiently as well as effectively. The outsider did not 

have in-depth knowledge of the organisation which is properly possessed by the internal auditors 



13 

 

 

(Chron, 2019). From the findings, the IAF is beneficial as well as internally effective rather the 

outsourcing of the functions. 

Scandals of finance and crisis brought the organisation towards the investigation within the 

organisation. Kwon and Banks (2013) suggested that the major reason behind this significant issue 

is the outsourcing of activity of an internal system of audit. These things reduced outsourcing of 

internal audit and promoted value and importance of professionals of audit internally (Daniela and 

Attila, 2013). 

3.2.6 Relation with IT Department 

The attention must be paid on the relationship between the internal system of audit and other 

departments of the organisation because these things affected its effectiveness. A relationship of 

an internal system of audit within the organisation that affects the position of the audit is the 

relation with the IT department. Allen suggested that the department of the internal system of audit 

team must work with the staff of the department of information technology (IT) (Pirzada and 

Rehman, 2013). Both the departments have the same business mission, but the responsibilities can 

be conflicted. Data management and security in the corporate government or an organisation, the 

department of information technology (IT) will handle the violations, control gaps, infringements 

of private information and frauds. In the same situation, the responsibilities of the internal audit 

department include quick access to the data for examining the complete set of data to assure the 

results. There is a problem between the data manager and the person who required the data for the 

business insight. Still, there are several questions which need answers in the regards of the 

relationship between the department of the IT and the internal audit (Omolaye and Jacob, 2017). 

3.2.7 Team Size of Internal Audit 
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The issues and problems of the financial crisis and the scandals forced the department of the 

internal audit to re-evaluate the staff of internal system of audit for adequate coverage. The team 

size of an internal system of the audit determines by the activities of an internal system of audit. 

The size of the team is also illustrated its quality for the external auditors (Pirzada and Rehman, 

2013).  

3.2.8 Budget of Internal Audit 

The internal system of audit’s cost is increased and unavoidable in many corporate. The running 

IAF has various components of the costs in which the portion of the budget put in the regards of 

resources from professionals. Therefore, most IAF assigned a challenge for explaining the value 

in the regards of saving as well as recovering the cost (McCafferty, 2016). 

The budget of IAF consists of various factors. The cost of the internal audit includes the complexity 

of IT, as many corporate increased the investment in the field of IT in recent decade. The budget 

increases due to investment in the department of information technology (Anon, 2019). 

The IIARF (IIA Research Foundation) had examined on the findings of impact on the financial 

crisis as well as the crisis of economy on the activity of an internal system of audit and budget. 

About 41 per cent of the respondents illustrated that their budget did not increase or decrease. 

About 51 per cent illustrated that their budget decrease from 10 per cent. All these things indicated 

that pressure is increased to improve the internal audit. Similarly, it required to minimise the 

budget as well as increased the added value (McCafferty, 2016).  

3.2.9 Relationship with External Auditor 
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The current government of the United Government is emphasising on the relation of internal 

auditors and external auditors. ISA (International Standards of Auditing) required the external 

system of auditors for considering the technical competence and objectivity to check whether the 

work of an internal audit is adequate or not (Bakertilly, 2018). 

There are several factors which explored the coordination between internal as well as external 

auditors are sourcing arrangements for the internal audit, the pressure of the client for using 

services of internal audit and abilities of an internal system of the audit team. The effectiveness of 

an internal system of the audit is dependent on the fact that whether auditor from the external 

source is using the work of internal system of auditor or not. The changes in the internal system of 

the audit are impacted by the external audit, especially in the case of the decision reliance of the 

internal auditors on the information technology. 

This research can open the door for further research in the regards of the internal audit development 

and its relationships and effects on the external audit as well as on the organisation. The internal 

system of the audit is evolving as an international profession across the world. There is no global 

standard set for the internal auditing with the help of legislation, but the research and investigation 

have set various standards for helping the organisations. These things are also urging the 

government through intellectual persuasion and reasons. Shortly, there will be specific criteria and 

standards for internal auditing globally (Bakertilly, 2018). 

4. Methodology: 

4.1- Introduction 
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In the section of methodology, the research method is used to gather and analyse the data to address 

the issues and problems of the research. This chapter will discuss the research paradigms, data 

collection and data analysis.  

4.2- Research Paradigms 

The research methodology should guide by the research paradigm. The term paradigm means 

differently for different researchers. It referred to the scientific progress based on the philosophies 

of the people about reality, nature and knowledge. We are going to use interview from the 

professional persons who involve in the auditing and accounting fields and have good knowledge 

about internal auditing.  

4.3- Qualitative Research Methodology 

In this thesis, the case study planned like the qualitative investigation. The reason behind this is 

that we choose a Company X that deals with the food items, grocery, juices, cosmetics and bakery 

items. We have to find the role of internal audit in such type of company. The approach is very 

simple, we find the effects of internal audit in these stores and in the same way what is the cost of 

the internal audit department. It tells us that internal audit is how much beneficial for the company 

or not suit the company. The qualitative methodology failed to take subjective meaning and 

research context. The qualitative technique criticises because it ignores variables. On the other 

hand, it helped to find out the correlation between the variables. It also provides little 

understanding of causal relationships. The qualitative technique based on the intensive study to 

check the interrelationships. It is selected when there is not much information about the issue or 

problem. This is the reason behind this that we select this approach as we don’t have any specific 

figures about this study so we collect the data from interviews of professional people.  
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4.3-1. Justification for considering Qualitative Research Method 

The adoption of qualitative research is dependent on the alignment of the theoretical as well as 

assumptions of philosophy for maximum understanding of the perspectives in the complex and 

dynamic phenomenon. The factors that support to use the qualitative methodology are numerous. 

First, a qualitative approach developed consistency among the philosophical and theoretical 

assumptions. The qualitative approach can consider as an appropriate approach for this type of 

research. Second, the examination of the complexities and the processes is of the low 

acknowledged phenomenon. For understanding the dynamics of the ERP (ENTERPRISE 

RESOURCE PLANNING) and IAF co-involving a system then the qualitative research choose. 

Third, the qualitative research methodology is chosen because it can provide contextual detail of 

the data. As the aim of this research is to study the problems and issues in the natural settings, 

hence the best-suited approach is the qualitative approach. 

4.4- Data Collection 

The qualitative research methodology is used to accomplish the research. This step includes in-

depth interviews. Evidence gathered for supporting the results of the study. It increases the 

credibility of the data. The target is to acquire rich data about the issue or problem for capturing 

the complexity of the context. The detail of the questions has described in the analysis and 

appendices in detail.  

4.4-1. Triangulation 

In a case study or research, triangulation is very important. There are various types of triangulation 

to process multiple data collection. In general, data triangulation is the study that is conducted at 

various times, with several clients or participants as well as also in more than one location. The 
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triangulation techniques which used during this study are the study of multiple cases, multiple 

informants, participant sampling triangulation, in-depth interviews and focus groups. 

4.4-2. In-depth Interviews 

These interviews are the most useful source of collecting and gathering data. The clients for the 

interview selected for covering the shareholders of ERP and IAF system. It also encompassed the 

internal and external auditors. Some others could be ERP managers, vendors, consultants and 

professionals of the IT department. A formal questionnaire cannot be used because it cannot yield 

valid results. For this purpose, a semi-structured interview method is the best option, i.e. open-

ended questions are necessary for this. A tape recording can also use in some special situations. 

Company selected for this interview is Company X and accountant, Team Leader 1, Team Leader 

2, area manager, Store Manager and managing director are selected for this interview.  

4.4-3. Focus Groups 

Focus group is that group in which the interview conducted along with the interaction between the 

participants for generating useful data from the interviewees. Focus groups increase the confidence 

of the participants who became shy during an interview. Naturally, the focus group occurred from 

working together. Three focus groups considered during research in which two groups considered 

along with the team of IT, and the last group also considered along with the external group of 

auditors. Each group interview lasted up to an hour or half an hour. The interviews recorded. 

4.5- Data Analysis 

One of the important drawbacks of the qualitative data is the analysis of data analyzed under the 

well-formulated criterion. For content analysis, a systematic approach is used to compress many 
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words into fewer data. The first step of the data analysis is the preparation of the data. The data 

divides into three themes. One theme included the sections which are not related to the purpose of 

the research. These are not needed. The second theme included those sections which provided 

necessary information which required for describing the context of the research. The third theme 

included the sections which are directly related to the research questions. The data of the third 

theme is coded and categorised. 

A code is assigned to a single text or group of text. For this purpose, a coding scheme used and 

different categories develop. The data reduction accomplished through selecting, focusing, 

simplifying data, making abstract and then transforming the data into transcripts. The step initiated 

during the collection of data, transcription as well as the stages of coding. The definition of a 

category is the combination of different words which are similar in the attribute. After this, the 

coding scheme test on the sample. All the data coded with the help of themes, sub-themes, and 

categories. The consistency of the data is accessed. At last, the conclusion drew from the coded 

data. In the conclusion step, the categories, themes, and sub-themes are identified according to 

their properties. The data is reconstructed. All the dimensions and properties are used to explore 

the relationships between different themes, categories, and sub-themes. It is essential for building 

up familiarity with the data of the case. Different diagrams are also used to display information 

about each category and theme. A diagrammatic display is helpful in finding relationships between 

the categories and the themes. It is also very important to find credibility. In qualitative research, 

credibility parallels with the validity of quantitative research. The accuracy of results, reality 

matching, correctly measuring, etc is the things to check in the results or discussed in conclusion. 

4.5.1- Waste, GAP and Internal Audit: 
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GAP audits take by the company to ensure that their processes, systems, procedures and practices 

are well defined controlled and documented by the `management. This audit also confirms that 

these procedures are well implemented and effective for the organisation. For this understanding, 

we are taking an example of the departmental store named as company X, located in the UK. 

Through the GAP audit Company, X makes it possible to check the processes and system control 

for managing the risks of the company. By using the internal audit report this company focus on 

the streamlining processes, control the system performances, measurement of objectives and waste 

control. It is necessary for any company to minimise the waste of the company; especially the 

bakery items in the departmental store. Minimising the waste material; simply means the increase 

in the finished goods and an increase in the sales revenue that ultimately improve the profit of the 

company X.   

It is important to first measure the percentage of waste material in the process. Calculate the input 

raw material in the process and after completing the batch we can check the total waste. This 

measurement takes us the exact percentage of waste during the process. If the process causes the 

excess waste in the system, internal auditors check the reasons for the excess waste. Reasons for 

excess waste mention in the internal audit report; through these reasons management can control 

and reduce the waste from the process. The excess waste can be due to various reasons such as not 

adopting the standard process, not setting the right temperature in that process and storing the food 

and the waste due to overstock in the store. There are also some other items in the store that can 

be wasted due to the small expiry dates, year diaries and gifts for special occasions. These waste 

items can be controlled by checking the previous sales, and according to the previous sales, they 

should maintain the stocks for such items. Through an internal audit, report management can 
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maintain good quality stock for food items. It is noted that food items are more profitable but the 

waste of the food items cost more to the company X.  

4.5.2- Internal Audit report views for Company X: 

Internal auditors present a detailed and professional report for the different franchises of Company 

X; some important points are discussed here. They mention that the company should improve the 

SSP to attain the high level of standards in different franchisees. Internal auditors suggested that 

an early audit action required in the low performing stores. It is also mentioned in the report that 

managers of the stores need training for better performance. We should maintain the standards for 

audit protocol and reduce the tolerance level in the company. The company should try to remain 

in the budget especially try to maintain the expenses. It is suggested that stores are paired were 

giving a planned schedule of 74 days, also add almost ten days for a revisit of auditors even after 

the red audit. In the same way, auditors mention in the report that the new risk-based audit 

approach increases the audit department cost. The audit report also mentioned that we should 

reduce the audit frequency in various stores to improve the audit quality, we should start the 

random and unannounced audit from to bottom, this method of internal audit reduced the audit 

days from 37 to 34 but it will increase the cost of the audit. In this type of audit number of days is 

not confirmed as it depends on the revisit activity. 

5- Data Results and Analysis: 

In this chapter, the researcher presents the detail results and analysis of research methods such as 

interviews conduct according to the research requirement. This section contains the research 

questions and also the interviewee's reply to such questions in detail. In this interview, almost all 

questions asked from the different level of employees in the company and also the managing 
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director, and after collecting the data, it will be analysed and then present in the resulting form. In 

this research, some of the respondents also provide examples of different companies. In this regard, 

most of the employees give examples of compotators, and these mentioned in the results and 

analysis.  

5.1- Interview Result and Analysis: 

There are some of the questions asked by the various employees of the organisations and also from 

the manager level officers such as Accountant, Team Leader 1, Team Leader 2, Area Manager, 

Store Manager and Managing Director. 

Q: How do you minimise the waste and improve the recovery of the daily waste? How do you 

have control on GAP in the Company X? 

It is a very important question for Company X as it is dealing with the food items. Food items have 

small expiry dates that cause the small expiry dates. These questions asked by the two most 

important team leaders of Company X. In this regard interviewees, 2 and 3 replied that to minimise 

the waste of the company we try to manage the stock level in a better way. It is necessary to collect 

the sales record of the stores. This will help to manage the stock level of food items in various 

stores. It is necessary to manage the food items stock according to the sales. We have stores in 

different areas and that is why we have to manage the food items according to the requirement and 

sales. By managing and collecting data we can minimise the waste of food items and it helps to 

improve the profit of the company. In the same way, we also check the process of internal audit 

operations. It is due to the understanding, how internal audit operations are suitable for company 

X. This procedure helps us to improve the overall system and performance of the internal audit 

program.  
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Q1. In different organisations, internal auditor’s roles are different. Give opinion, what are 

the roles of internal auditors in the Company X? 

The researcher collected the data of this question from a well-recognised Company X (chains of 

departmental stores) working in the UK. The researcher asks this question from five employees in 

this organisation and got different answers, but some of them reply to the same response. 

Interviewee two, three and five gave almost the same response. They replied that internal auditors 

duties in this Company X is to check the company books of accounts and audited it as shown the 

true and fair view of the company. In the same way, internal auditors check the books of accounts 

and evidence and also ensure that employees of the organisation follow the laws and policies. 

Interviewee two further explained that internal auditors also check the reliability of the accounting 

records and transactions. 

In the same way, an interviewee four explained that internal auditor’s responsibility is to access 

and manger the risk of the organisation and also help the management to overcome such problems. 

The fourth one further explained that it is an internal auditor duty to check that company use the 

resources efficiently and effectively. In the same way, they should protect the assets of the 

company.  

Q2. In different organisations internal auditors role are different. What are the roles of 

internal auditors in this organisation? 

The researcher asked this question from the same interviewees and got different replies. 

Interviewees one, two and four replied that internal auditors also performed the additional duties 

of surprise stock check, spot check and also quarterly check the stock. In this regard interviewee, 
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three explained that internal auditors also help the accounting department during the reconciliation 

of assignment.  

In the same way, an interviewee four replied that internal auditors performed the duties as assigned 

by the managers and directors. These duties are such as verify the incentive claims, checking of 

fraud and include the computer and treasury audit. 

Q3. What do you know about the internal auditor’s professional code of ethics? 

In this question, almost all interviewees give the same response in different ways. They replied 

that internal auditors are well qualified and professional so they must behave like professional 

employees and exhibit professional attitude during the performance of duties. They further 

explained that internal auditor in an organisation should be sincere, honest, well aware of the laws 

and perform their duties full devotion and hardworking. Interviewees 2 and 4 express that they 

should be independent and sincere with the organisation when performing the assignments. They 

must not be biased and do not take any influence from inside or outside during an audit.  

Interviewees 3 and 5 stressed that auditor must have complete knowledge of process and laws on 

which they are performing audit similarly, they must have sufficient professional knowledge and 

skill to provide the services. They further explained that internal auditors must be diligent and have 

sufficient knowledge about the IFRS and try that not create any dispute during working and act 

with the ethics and standard procedures.  

Q4. What is your opinion that when internal auditors are held liable in the conduct of 

discharging of duties? 
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Firstly this question explained by interviewees one and two that internal auditors could be held 

responsible when they are performing their duties. They mentioned that internal auditors help 

liable when they failed to perform their duties, and by this negligible act company suffer a financial 

loss. Interviewee 5 expressed that auditors should attend the training sessions to improve the skills 

and it is arranged in organisations. He further expresses that internal auditor should be liable after 

all these training if he failed to perform the duties and cause financial loss. The charges should be 

according to the financial loss suffered by the organisation.   

Interviewees 3 and 4 express in detail that internal auditors should be liable if they compromise 

their decisions and circulate the fraudulent statement to attract the investors by misleading the 

financial statement. It is a criminal act, and if any auditor found guilty in such a way, he or she 

should use in the court of law. In this regard the interviewee quotes the example of one of the 

competitors of Company X. He said that in that company internal auditors caught with some 

employees when they overvalued the stocks of the company with worth 200,000 British Pound. 

Internal auditors and employees caught in this fraud after a few years, they were sued and refund 

the money and also sentenced to the jail term. In the court, internal auditors took the statement that 

they forced to manipulate the audit report by the employees. In this situation, internal auditors 

should report to the higher authority or the professional body.  

Q5. Does the organisation take some benefits for the business from keeping the internal audit 

department? 

If we talk about the simple answer yes and no; all of the interviewees replied the question with 

“yes”. In this regard, interviewees 2, 3 and 5 argued that we are working in a large communications 

organisation. It has a burden of work for upper management, and they have to deal with many 
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overseas issues for the company. Management cannot control all issues of the business, so they 

shifted the burden towards the internal auditors. They further argued that over top management 

shifted the work of overseas locations for better quality and control. 

In the same way, most detailed answer given by the interviewee 1; he said that management takes 

the advice from internal auditors in the various decisions for the organisation. The most crucial 

benefit from the internal auditor to the organisation is that business activities and operations are 

working efficiently and actively, and the staff, shareholders and partners comply with the business 

policies. The point is that the organisation follows the rules and regulations according to the 

International Accounting Standard (IFRS) and using the accounting techniques is mention for the 

organisation.  

Interviewee 4 replied this question differently, but the meaning is almost the same as the previous 

ones. He said that the other benefit of internal auditors for the company is that they regularly check 

the transactions of different departments and telly the books of accounts. In this regard, they also 

noticed that all departments follow the same accounting procedure to match and combine the 

results. The benefits are that they also check the source document of accounting transactions and 

in case of doubt; they should report the management by analysing and controlling the problem. 

The answer of interviewee 2 is also brief that internal auditors take a check and balance of 

accounting records, this act reduces the fee of external auditors and also helps to minimise the fee 

of interim audit and preliminary audit. This act also helps to disclose the risks of the organisation 

to strengthen internal control. The disclosure of risk and minimise it help to reduce the job of 

management. 
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In the same way, these operations increase the creditability of accounting records and provide the 

fair of the business. Interviewee 4 mention an important point that internal auditors are the 

employees of the business, not the managers so they should take care that assets of business use in 

fairway and provide the maximum benefit to the firm. 

In the same way, they should also take care to avoid the assets for personal use. One old employee 

of an organisation shares the reality of other organisation in which he previously worked that the 

finance manager was involved in some fraudulent activities and internal auditor caught him. He 

was using the company assets and project fund for personal business.   

Q6. What do you say about the disadvantages of the internal audit department in an 

organisation?  

The answer most of the respondents are that there is always a disadvantage that everything has 

advantages. Interviewee 4 said the opinion of internal auditors about the business operations are 

sometimes biased and cause damages on business goodwill. Sometimes, auditors are not able to 

give a valid conclusion the reason may be the lake of technical knowledge about operations of the 

business. Interviewee 3 mentions that sometimes, internal auditors took gifts and bribed from 

managers or other staff members and do not disclose the risk of the business. In this regard, internal 

auditors do not mention these risks on the audit report and continue the business activities with the 

same risk that cause loss to the business ultimately.  

Interviewee 4 explained that if an employee does something wrong mistakenly and he or she feels 

the fear of an audit. In the same way, if auditor caught the employee and sometimes he started 

blackmailed, especially with the ladies. In such cases, internal auditors mostly use the lower staff 

(ladies) and also sexually harass them. In the same way, audit department is a financial burden for 
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any business, especially for the small and medium size businesses. Firms have to spend too much 

money on this department and sometimes cannot get the desired results.  

Q7. How audit reports are useful for the business? 

Previously described by the interviewees two and three, that audit report is specifically useful for 

the management for the future decisions and control the risks. Similarly, interviewee 5 explained 

that the audit report is useful in such a way that management can take a view about the performance 

of different branches and also highlights the issues of different branches. This report also helps the 

management to understand the weaknesses and strengths of the staff and assets provide aid in the 

various branches and also help the management to set the next plan for better results. Interviewees 

3 and 4 explained that the audit report is beneficial as it enables the division to access the 

performance of different departments and areas. The benefit of is that higher management took the 

decision whether to an increase or decrease the branch and how much beneficial this expansion or 

comparison.  

Q8. Can you explain in a few words what internal control, and how it is beneficial for 

Company X? 

The answer of this question replied by all interviewees but especially by the team leaders of 

evening shifts and store manager.  Interviewees 2 and 3 told that this is also related to the internal 

audit and management question. Internal control in a business is very much beneficial for the form 

as it provides the direction to the management how to operate the business and what is the actual 

capacity of the business and employees. Interviewee 5 express that labour capital is important is 

for any organisation and especially for the departmental stores. It is always beneficial for the 

business if the management has a good internal control on employees and internal operations. 
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Internal control helps the business to use the assets in the best way and create the maximum profit 

by using resources. Interviewee 4 said that internal control helps the different departments to work 

at their best by using the best resources. Internal control helps the management to use the best 

employee for the related task, and similar they know the actual strength of the organisation. 

Internal control helps the management to know the maximum production level that helps to take 

multiple contracts in different fields.  

5.2- Overview of Managing Director about the Internal Audit and Internal Control: 

The 6th interviewee is the managing director; he explained that the internal auditor role is 

important in the organisation. He safeguarding the assets of the business and checking the books 

of accounts and recommends the suggestions for the management and especially advice the on 

compliance with the statutory requirements. In the same way, managing director explained that 

these duties should be performed by the accountants, Store Manager and also the area managers if 

they are well trained. However, in case of negligence, the internal auditor needs to perform such 

duties. Interviewee 6 also explained the qualities of the internal auditor that he should be honest, 

diligent, well educated and skilled and must know the responsibilities and duties in the 

organisation. The quality in the internal auditor should maintain that is secrecy. Internal auditor 

the secrecy for the organisation, if he discloses any weak point of the businesses, he should not 

disclose that point to the third party. The auditor should only disclose this point to the relevant 

authority and not even with the other employees of the organisation. In the same way, the auditor 

should try to overcome that problem or give suggestion on how to control that problem.  

Interviewee 6 explained about the internal control that every successful business required internal 

control. Internal control is possible by the chain of command. He further expressed that the Store 
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Manager should report the actual progress to the managing director and similarly, every worker 

should try to transfer the actual report the higher command. Through this actual report, it is possible 

to build an internal control in the business. Internal control makes it possible to understand the 

weaknesses and strengths of the business. This internal control is not only for the employees but 

also about the resources of the business. It also helps the management either business consumes 

the best possible resources and gets the desired results or not. Internal control and internal audit 

help the business to utilise the assets in the best possible way for the firm and get the maximum 

profit. Interviewee 6 explained about the department of the internal audit that it cost much on the 

business. In the same, it is not possible to run the business operations smoothly and honestly 

without the internal audit department. 

In the same way, he explained that we are working in the large company that is why we can bear 

the expenses of internal audit department, but it is not possible for the small and medium-sized 

businesses to easily handle the internal audit department. However, overall internal audit 

department is affordable as compare to hire third-party audit as the business has to pay more the 

Charted Accountant firm and there is still a chance of a leak of secrecy. He further explained that 

external audit is the law requirement for the firm and without the internal audit; external audit can 

be dangerous for the firm. It is because those external auditors disclose the risks of the firm in the 

audit report, which can create the difficulty for the business- these types of audit reports loss the 

investors trust and also damage the goodwill of the company.  

The interviewee also expressed the internal control of the company that it is possible by adopting 

the electronic accounting system. In this system, voucher and receipts are of electronic and through 

this management can take more control on the overall system of the company. The internal control 

system also helps to improve the efficiency of the employees in the organisation. Through digital 
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information system company manage complete data about the employees. It consists of employee 

age, experiences, age, performance and remunerations. It helps the management to check the 

efficiency of any employee and how much he is beneficial for the organisation. Through this 

efficiency, management set the salary of the employee and other benefits. Similarly, digital 

accounting system also helps to control the assets of the company and also the exact value of the 

assets. We can also maintain a proper stock system for the company and value the stock according 

to the current market value and real value. This digital system is also helping the investors to know 

the actual position of the company, and they feel free to invest. Every company needs an external 

fund for a better opportunity in the organisation. For this purpose, the company cannot issue the 

shares, so they have to borrow money from creditors and financial institutions. For this purpose, 

financial institutions accept the digital accounting system for the credit facility. In the same way, 

internal control also helps to minimise the cost of the company operations. We need company 

information for different company operations, so for this purpose electronic record system is best 

to retrieve the data within no time. Government institutions and external auditors need company 

data for the sake of audit so the company can provide the data in less time and less cost and less 

time. On the other hand, in the case of traditional data recording company has to face data 

collection cost and external institutions sometimes not trust the traditional recording system. The 

managing director also explained that if we join the internal audit and internal control system, both 

are helpful for each other. Internal audit strengthens the internal control of the company and in the 

same way; internal control also helps the internal audit department to work effectively and 

efficiently.  

5.3- Analysis of Interview: 
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In this interview, we have focused on the group that is more experienced and skilled about the 

internal audit procedure and their benefits and drawbacks. We have selected the important 

questions, especially for Company X to get the answer to the research question. “The role of 

internal auditors in the Company X and how it is suitable for the company operations”. We have 

received some detailed answers form the interviewees about the role of internal auditors in 

Company X and also the duties.  

As we discussed earlier in the literature review about the PwC study that internal audit department 

should have IT, expert, to record and recall the data. Company X has various departmental stores 

and they need more auditor visits to check the record and collect the data. For this purpose, they 

must have a good IT system for recording. In the same way, interviews also express that there 

should be a rotation in the internal auditor visits as the same auditor can blackmail the employees 

and that also cause a loss for the company. We have also discussed the theories about the skill of 

internal auditors and we have also got reviews from various interviewees that internal auditors 

should be skilled and the company also conduct the training to improve the skills. These points in 

the literature review are strongly agreed in our research study (interview). We have also analysed 

that Company X should maintain the random visit of internal auditors for the best results. In the 

same way, waste control can be set by these random visits and setting new methods in this regard. 

These analyses give the answer to the research question that internal auditors are very important 

for Company X and play an important role in improving the performance of departmental stores. 

In the same way, they need to check that auditors fulfil the code of ethics and responsibilities. 

6- Conclusion 
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From the above research study, it concludes that the system of internal auditors is important, and 

the progress and prosperity of the organisation are dependent on the system of internal auditors.  

In comparison with the external system of auditors, the internal system of auditors is more 

impressive. Internal control is also more important than the external system of auditors. The 

contribution elements composed in this research. The findings, as well as elements of 

contributions, can be made reliable by the degree of repeatability of this research. An approach of 

auditing constructs based on various steps, i.e. applied procedures in the first step of collection of 

data, and the raw data is left available for the review from the external sources. The interviews of 

all candidates recorded in the tape for analysing it again and again whenever needed. The findings 

and results of this thesis are easily transferable and reliable, as illustrated earlier. The results of the 

research study demonstrated the validity with the help of multiple cases of study. The detailed 

description also constructs so that this case can facilitate the other similar cases with little 

difference in the circumstances. The contribution of this study of research had made a contribution 

to the theoretical and methodological level. 

This research had provided the framework for many other similar cases in the regards of literature. 

This research had explained different factors for the determination of the adaption of IAF as well 

as the implementation of the ERP (enterprise resource planning) system. The proposed framework 

in this research can uses for testing purposes in the developing countries for the production of 

robust theory. Before this research, there were no means of measuring and collecting information 

in qualitative research. The data is collected and measured quantitatively. This research allowed 

the user to measure the data qualitatively and also it provided a systematic approach with a 

framework. The research also included the interviews as well as questions. In simple words, this 

research had made a contribution to the regards of the methodology for the other cases and studies 
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in the future, and it also provided the helpful guideline in the future for new researchers. This study 

of research had the implication of practice in various ways in which IAF can manage. The findings 

and results of this research can use by any corporate or organisation for improving its system of 

IAF and ERP. For example, the internal system of audit must have to handle the audit electronically 

for better understanding of the system of ERP and also the security of the data that generates 

electronically; the addition of the professionals of the information technology department has 

changed the structure and operation of audit from various departments within the organisation. 

7- Recommendations 

The following research is carried out in a short period, and no long term changes consider in this 

case. This offered worthy research and opportunities for scholars in the future. The future of this 

research is recommended, but there may be a little difference, i.e. it required the longitudinal type 

of research in the future. The longitudinal studies in the future can improve the results of this 

research. The limitation of this research also brought attention to future research. It can be carried 

out on different participants in different countries for making its findings. The qualitative approach 

of this study urges to do more research in the future. The qualitative approach is not used at this 

level before, so there is a need to do more research in improving this approach. This approach is 

used the first time so there can be various weak areas in this approach, which can be reinforced in 

the future. The results and findings of this research study confirmed the changes in the governance 

system, institutional pressure and culture of the organisation. Similarly, there are various other 

factors which need to change for the improvement in the IAF system. All these things are 

compelling the scholars to do more research in this regard. 
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The important recommendation in this study is to restructure the internal audit by improving the 

skills and method of the department for better results. The other important point in this research is 

using the digitalisation in recording and collecting the records. This study also tells that 

organisation do not over-rely on internal auditors but also make a check on the internal audit 

department in terms of ethics and responsibilities. This research is conducted to focus the Company 

X that involve in the department store chain. The research should conduct on the complexities of 

the organisation in developing countries. Some more research also desires in various national 

environments. It can also conduct in the multi-national culture of a big organisation. Further 

studies on the same field allowed the researcher to acquire the overall picture of the field.  
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9- Appendices: 

Appendices 1: Overlay Matrix 

Research Question 

What is the role of internal control and internal audit in the organisation 

Investigative Questions Theoretical Framework Results 

Q1: What are the 

responsibilities of Internal 

auditor? 

• Internal auditing 

• Accounts Framework 

• Role as an Auditor 

 

Provide an actual and fair 

view of accounts and ensure 

that accountants follow the 

laws and policies. 

Q2: How to perform the duties 

by the internal auditors?   

• Auditors code of 

ethics 

• Liability of Auditors. 

• Secrecy. 

• Honesty. 

• Confidently 

• Negligence and 

fraudulent behaviour.  

Q3: How the internal audit 

department is useful for the 

company.  

• Fair Audit Report Increase the creditability of 

the company by following the 

IFRS. 

Fair value of stock.  
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Appendices 2: Interviewees Detail 

Date Interviewee Designation Year of 

Management 

Experience 

Interview 

Duration 

In minutes 

05-07-2019 Interviewee 1 Accountant 8 25 

05-07-2019 Interviewee 2 Team Leader 1 6 35 

08-07-2019 Interviewee 3 Team Leader 2 10 34 

08-07-2019 Interviewee 4 Area Manager 9 40 

09-07-2019 Interviewee 5 Store Manager 14 35 

11-07-2019 Interviewee 6 Managing 

Director 

19 Through Email 

 

 


