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Abstract: In the post-GFC business world, internal audit functions have taken centre stage.
Anecdotally, managers now appear to hold the belief that an internal audit system focused on
excellence that will optimize decision-making, achieve organizational goals, create value and
lead to long-term business success. This research aimed to uncover empirical evidence for the

impact of strategic internal audit excellence (SIAE) on organizational survival via a
composite of mediating variables: best internal audit practice, internal audit efficiency,
internal audit achievement, financial reporting quality, and decision-making success. A

convenience sample of 94 finance firms across Thailand was selected to participate in this
survey research. Hypothesized relationships among the variables were analyzed statistically
using ordinary least squares (OLS) regression. SIAE was found to have a positive impact on
best internal audit practice, internal audit efficiency, and internal audit achievement. Internal
audit strategies that focused on excellence were found to be capable of creating value for the
internal audit and organizational operations more generally. In particular, best internal audit
practice led to a significant positive effect on internal audit efficiency, internal audit
achievement, financial reporting quality, and decision-making success. Moreover, financial
reporting quality was discovered to have a significant effect on decision-making success and
organizational survival. The benefits of SIAE for efficient and effective internal audit function
and organizational survival revealed the value for organizations of aligning their internal
control strategies and operations with best practice.

Keywords: Strategic Internal Audit Excellence, Best Internal Audit Practice, Internal Audit
Efficiency, Internal Audit Achievement, Financial Reporting Quality, Decision-Making
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1. Introduction

The professional internal audit ensure an organization’s efficient operation.

performs a crucial governance role of
protecting and serving the interest of firms
by improving the reliability of audit reports.
In addition, global business competition
demands reliable, high-quality financial
reporting and decision-making success.
Also, the internal audit is an activity that
adds value and supports decision-makers to

Strategic internal audit efficiency (SAIE) is
a core topic of corporate governance (Haat,
Rahman, & Mahenthiran, 2008; Daniela &
Attila, 2013). In addition, SAIE can
effectively assist an organization to achieve
and survive.
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Strategic internal audit excellence
(SIAE) refers to the ability of an
organization to integrate internal audit
practices to improve performance beyond
the current standard (Barac, Plant &
Motubatse, 2009; Fadzil, Haron & Jantan,
2005; Kanellou & Spathis, 2011; Pinto et
al., 2013). SIAE comprises several
components: internal audit professional
orientation, internal audit innovation
capability, internal audit learning focus,
internal audit integration concern, and
internal audit participation awareness.

SIAE standards are derived from the
International Standards for the Professional
Practice of Internal Auditing and the
Chartered Institute of Internal Auditors, as
set and maintained by the International
Auditing and Assurance Standards Board
(IAASB). SIAE creates an adjustment in
the internal audit structure to be consistent
with changing external factors and the
growing demand of stakeholders.
Furthermore, excellence in an internal
auditing context includes the ability to
identify, utilize, and respond to an ever-
changing business environment. Auditing
competency requires demonstrated
possession of: (a) professional knowledge,
(b) professional skills, and (c) professional
values and ethics. Also, excellence is
recognized as a strong indicator of
firm performance and success (Onncharoen
& Ussahawanitchakit, 2008)

Over the past three decades, the concept
of internal audit function has developed a
focus on excellence to respond to the
administration of internal audit function in
order to promote an organization’s
operational effectiveness and efficiency.
For instance, the most widely used
definition of audit quality is by DeAngelo
(1981, p.186), stating that “the quality of
audit services is defined to be the market-
assessed joint probability that a given
auditor will both (a) discover a breach in the
client's accounting system, and (b) report
the breach”.

Over this time, scholars have
conceptually reconstructed internal audit
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systems and processes for the benefit of
entrepreneurs who are interested in
improving internal audit outcomes. This
has led to a central research question: which
internal audit activities add value, and
which do not? This field of research has led
to the realization by internal auditors that
internal audits must be carried out in
accordance with professional practice
standards for internal audits to deliver
organizational success in the form of
efficiency and effectiveness of operational
performance (Al-Twaijry et al., 2003).

Research in the field of internal audit
systems recognizes the valuable role of
SIAE and the positive effects that flow
from internal audit operations focused on
excellence (e,g, Al-Twaijry et al., 2003).
However, the literature has lacked a firm
empirical basis for answering the question
whether an internal audit focused on
excellence has an effect on survival of an
organization. Hence, this paper aims to
examine the effects of SIAE on
organizational survival by the development
of a theoretical research model, based on a
synthesis of the existing literature.

The sample used in this study is finance
firms in Thailand. The main reasons are that
financial firms are highly regulated with
regulations, procedures, conditions or terms
of deposit, credit and payment processes,
insurance systems, lending processes, not
to mention risk management systems
associated with the operations of a lending
institution (Alic & Rusjan, 2012).

The key concept is to establish a quality
assurance framework financial business so
that operational practices can be controlled
and monitored. Through documentation,
procedures, and working processes, people
in the organization should be made aware
of their responsibilities, as well as
procedures to ensure operational excellence
and efficiency of internal operations.
Organizations must have the
training, knowledge, and skills to work with
the data record, including checking the
operation that is specified in the document,
and correcting any error. It includes



guidelines on how to prevent mistakes re-
occurring (Alic & Rusjan, 2012; KPMG,
2001).

It is assumed that opinions on, or
attitudes toward, the focus on excellence in
internal audits will be aligned horizontally
and vertically throughout the organization.
Accordingly, the motivation of this
research is as follows: 1) to focus on firm
strategic internal audit excellence; 2) to
develop a new dimension of SIAE; and 3)
to investigate the SIAE of finance
businesses. Furthermore, this research
examines the relationship of antecedents
and consequences of SIAE. Professional
internal audits are essential to develop
internal audit strategies and knowledge to
adapt to continuously changing business
conditions while remaining responsive to
stakeholder expectations.

The present study makes several
contributions to the literature on SIAE.
Firstly, it can help the internal audit
manager to integrate internal audit practices
to foster efficiency and effectiveness of
operational processes. Secondly, it can
assist the CEO process choices to make
organization-wise decisions that benefit the
financial business. Finally, this research
examines SIAE from a different
perspective to propose new dimensions of
SIAE that previous researchers have
overlooked.

The remainder of the paper is organized
as follows. The next section reviews the
related literature and provides the focus of
the study by examining the conceptual
framework of internal auditing and its
effectiveness. The third section presents the
research design by providing information
on the sample, the development of the
survey and the methodology for data
analysis. The results of the study are
reported and discussed in the fourth section.
Then, the fifth section summarizes the
paper, presents significant findings of the
study and draws conclusions. Finally, the
paper discusses the limitations of the study
and future research directions.
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2. Literature Review

The present study implements the
resource-advantage theory to clearly
explain SIAE and its effects. This theory is
detailed as follows.

Resource-Advantage Theory is widely
cited in the research literature. This theory
has been emphasizing resource-based
competence and strategic management, an
approach based on interdisciplinary
contributions of Hunt & Morgan (1995,
1997). It is a theory of firm behavior in a
context of business competition, which
emphasizes the importance of market
segmentation and resources (Hunt, 2002).
The basic idea is that the resources of each
firm are different, which can reduce costs,
and lead to superior performance (Hunt,
2010). The key strategy determinant of
profitability is based on the view that
superior performance and sustainable
competitive position depend on the
resources of the firm. The key challenge for
managers is to turn basic resources into

core competencies. Generally, these
contributions can be associated with
frameworks grounded in three extant

paradigms such as the competitive forces
paradigm, the strategic conflict paradigm,
and the efficiency paradigm, which have
given rise to the resource-advantage theory
(Hunt &  Arnett, 2004, Hunt &
Madhavaram, 2006). This research uses the
resource-advantage theory as the main
theory to explain SIAE, as it is more
amenable to testing by the scientific method.

The resource-advantage theory
emphasizes the ongoing process of
competition (comparative advantage in
resources, competitive advantage in the
marketplace, and superior financial
performance (Hunt & Morgan, 1997). The
rationale 1s that the resources of firms are
diverse, unique, and relatively static within
the same industry. “Resource-Advantage
theory is an evolutionary, disequilibrium-
provoking, process theory of competition in
which innovation and organizational
learning is endogenous. Firms and
consumers have imperfect information, and



entrepreneurship, institutions and public
policy affect economic performance” (Hunt
& Dennis, 2004, p.14). Firms attempt to
compare their resource advantage with
competitors and identify market positions
of competitive advantage in some segments
so as to achieve higher financial
performance. Resources are divided into
tangible and intangible assets available to
the firm that are able to efficiently and
effectively produce a market offering that
has value (Hunt, 1997). Tangible resources
are assets that can be quantified such as
manufacturing plants, production
equipment, and technological resources. In
contrast, intangible resources are assets that
are unobservable, such as knowledge, skill,
experience, reputation, human capital, and
patents of know-how (Hunt & Madhavaram,
2006). The resource-advantage theory
stresses the value of: (1) market segments;
(2) heterogeneous firm resources; (3)
comparative advantages/ disadvantages in
resources; and (4) marketplace positions of
competitive advantage or disadvantage
(Hunt & Morgan, 1997). It integrates two
theories which are the environmental
demand theory and the resource-based
theory of the firm (Priem & Butler, 2001,
p.35). Moreover, the resource-advantage
theory is divided into three parts: (1)
resources; (2) market position; and (3)
financial performance (Hunt & Morgan,
1997). Also, it places stress on resources,
competence, and factor relationships
(Wittmann, Hunt & Arnett, 2009),
proactive and reactive, that contribute to
competitive advantage (Hunt & Arnett,
2003).

In this research, the resource-advantage
theory is applied to explain how SIAE, as
an intangible strategic resource, can create
an advantage for the internal audit process,
internal audit outcome, (comprising best
internal audit practice, internal audit
efficiency, internal audit achievement,
financial reporting quality, and decision-
making success) and longer term
organizational survival.
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Strategic Internal Audit Excellence
(SIAE)

Internal audit functions help ensure
effective internal control and reliable
financial reporting (I1A, 2012; PWC, 2009).
The audit plan refers to the ability of
internal auditors to appropriately use
resources for the audit, within time, within
the scope of evidence, and is consistent
with the level of risk tolerance of the
organization (Bedard, et al, 2008).

The plan for the internal audit scheme
should aim to build confidence in
operations and add wvalue to the
organization (Dereli, Baykasoglu & Das,
2007). The plan is reviewed annually with
changes considered and approved by all
primary stakeholders as appropriate. This is
important, given the success of the program
relies on alignment of operational goals
throughout the business for organization-
wide implementation (Ernst & Young.,
2003). Further, the plan should be able to
respond flexibly and efficiently to any
problems as they arise. In addition, it must
be linked to a greater future organizational
vision. A strategic audit plan reduces risk
(Ernst & Young, 2008) and reduces
opportunities for fraud and cost overruns
(Limmroth, 2012) by guiding the
development of the internal audit function.
The plan is more than a point-in-time risk
assessment. It formally defines the value
proposition of the new audit function.

This research study defines SIAE as the
ability to use knowledge to integrate
practices and perform audits within a
context of best practice and professional
standards. SIAE helps to build confidence
in the auditing function, and adds value to
the organization (Hany, Maged & Ahmad,
2015). Furthermore, financial reporting
quality is an advanced approach that
auditors use to largely eliminate an
organization’s financial risk and achieve
audit performance (Doyle, Ge & McVay,
2007). Internal control effectiveness
improves the reliability of financial
reporting (Wittayapoom & Limsuwan,
2012). In addition, internal audit can



effectively manage risk, leading to
improvements in reliability of financial
statements, effectiveness of operations, and
efficiency of enterprise risk management
(Fredrick, Gideon & Nakiso 2014; KPMG,
2001). Internal audit best practice assists
internal assessment, accounting control and
audit, and systematic practice by the use of
accounting standards that are concise and
transparent (Sridharan et al., 2002; Bhasin,
2009). However, internal audit
achievement, as activities are needed to
audit adequate, appropriate, and effective
materials for achieving the purpose of
establishing, and complying with, generally
accepted auditing standards, policies and

procedures of the organization. Using
institutional theory and contingency theory
the present study’s authors have developed
a model of SIAE that comprises five
dimensions: internal audit professionalism
orientation, internal audit innovation
capability, internal audit learning focus,
internal audit integration concerns, and
internal audit participation awareness.
Thus, SIAE is essential in audit practice
leading to enhanced quality of service and
customer responsiveness, and effective and
efficient operations to achieve
organizational goals. As described earlier,
SIAE explains why some firms have
a greater competitive advantage than others.

Figure 1
Conceptual Model of Strategic Internal Audit Excellence and Organizational Survival
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professional should also be flexible enough
to adapt to strategic change management
expectations in pursuit of organizational
objectives (Ljubisavljevic & Jovanovic,
2011).

Thus, audit professionalism refers to an
auditor’s ability to offer specialization of
knowledge and expertise, and act with
integrity, self-regulation, high standards of

H8a ()



professional conduct and  quality of
auditing work, as evidenced by feedback
from stakeholders (e.g. clients and the
wider social community) (Subsomboon &
Ussahawanitchakit, 2009).

More  specifically, internal audit
professionalism orientation refers to the
ability of an auditor to provide audit
services that require specialized knowledge
and expertise, and act with integrity, self-
regulation, and high standards of individual
behavior, quality of work, and conduct, as
evidenced by feedback from stakeholders
(such as creditors, investors, and lenders).
Within the concept of internal audit
professionalism, importance is placed on
the quality of audit work. This includes
having the verification skills, competence,
and experience to conduct internal audits
with efficiency and effectiveness, which
leads to longer term business success
(Sampattikorn,  Ussahawanitchakit &
Boonlua, 2009).

Strategic professionalism occurs within
a context of organizational objectives and
procedures. Research proves the internal
audit executive, in order to be strategic,
must establish a professional orientation
based on such characteristics as
independent self-regulation, commitment
to the needs of clients, as well as principles
of accounting and responsibility (Gelb &
Strawser, 2001; Sridharan et al., 2002).

Self-regulated independence is
important for being viewed as qualified to
judge audit work from the viewpoint of an
autonomous professional, so as to
understand how to control audit work
without fear or favor (Karapetovic &
Willborn, 2002).

Additionally, auditing errors can
undermine confidence in the quality of
service provided by the internal audit
professional (Karapetrovic & Willborn,
2002). Where lack of accountability and
responsibility are the source of error, they
relate to duties, justification, action and
consequences, situation, task quality, and
obligations of the auditor. A focus on
accountability can reduce the potential for
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conflict of interest (Parker, 2000).
Therefore, a professional internal audit
orientation can encourage best internal
audit practice, internal audit efficiency,
internal audit achievement, financial
reporting quality, and decision-making
success of the firm. Therefore, the first sets
of hypotheses are as follows:

Hypotheses la-e:  Internal  audit
professionalism orientation has a positive
influence on: (a) best internal audit
practice, (b) internal audit efficiency, (c)
internal audit achievement, (d) financial
reporting quality, and (e) decision-making
success.

- Internal Audit Innovation Capability

In the context of internal auditing
innovation, the Chartered Institute of
Internal Auditors defines internal audit as
the sum total of activities that firms
implement to improve  operational
processes and add value for stakeholders
(ITA, 2002). Also, Innovation is defined as
the generation and/or acceptance of ideas,
processes, products, or services, which the
relevant adopting unit perceives as new
(Garcia & Calantones, 2002). Innovations
consist of two types — incremental and
breakthrough. Incremental innovations are
changes and improvements on old methods,
ideas, products. In contrast, breakthrough
innovations are based on concepts that are
novel and unique (Garcia & Calantone,
2002). Thus, internal audit innovation
capability refers to new or developed
internal audit strategies and techniques that
internal auditors use to conduct internal
audit activities.

Because of corporate scandals, internal
auditors have to create and develop audit
strategies or techniques to increase the
efficiency and effectiveness of their
activities. Prior research has studied various
elements of internal audit innovation, such
as corporate risk evaluation, computer
assisted audit techniques (CAAT), and
control self-assessment (Samrisakun &
Ussahawanitchakit, 2009). Internal Audit
Innovation capability assists corporate risk



evaluation by internal auditors, leading to
greater productivity from internal audit
expenditure, thereby providing higher
returns on audit investment (Dittenhofer,
2001a). Computer-assisted audit techniques
enhance the audit operation by
simultaneously saving time and improving
the accuracy of auditing work (Dittenhofer,
2001b).

Also, using CAATs for data analysis
may be the best way to identify fraud. By
looking for multiple employees using the
same bank account, CAATs can help
identify ghosts on the payroll, which can
increase an auditor’s confidence in
performing responsibilities and help an
organization combat fraud and misconduct
(Thomson, 2001).

Control  self-assessment  contributes
significant value to audit efforts and
extends to an even greater extent
responsibilities to the audit committee and
management, in accordance with the ITA
standard and Committee of Sponsoring
Organizations Report (Martin, Sander &
Scalan, 2014). Also, it provides the
advantage of collecting invaluable
feedback from personnel who are close to
the operations and who, in many cases, are
aware of problems, but are hesitant to
discuss them or suggest improvements.
Additionally, internal audit innovation has
the advantage of enabling more continuous
quality improvement than other internal
audits (Karapetrovic & Willborn, 2001).

Therefore, internal audit innovation

capability facilitates best internal audit
practice, internal audit efficiency, internal
audit achievement, financial reporting
quality, and decision-making success of the
firm. Therefore, the second sets of
hypotheses are as follows:
Hypotheses 2a-e: Internal audit innovation
capability has a positive influence on: (a)
best internal audit practice, (b) internal
audit  efficiency, (c) internal audit
achievement, (d) financial reporting quality,
and (e) decision-making success.

- Internal Audit Learning Focus
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The concept of awareness of learning, or
metacognition, in an organizational context
is the ability of an organization to take
appropriate  action, whether or not
administrative structures and procedures
are in place, to encourage learning and use
of knowledge gained. Experience creates
opportunities to add value to the company's
development and utilization of knowledge
in the operations of the organization (Li &
Ragu-Nathan, 2010; Srichanapun &
Ussahawanitchakit, 2013). This learning
focus is why managerial guidelines,
mechanisms, and management structures
are being implemented to promote learning
in many firms (Jitnom &
Ussahawanitchakit, 2010). Such learning is
important because it is needed for firms to
respond quickly to changes in their external
business environment (Coetzer & Perry,
2008). The conditions and management
methods which facilitate this ability to learn
comprise five dimensions: 1) vision and
mission, 2) a commitment to leadership and
empowerment, 3) experiments and returns,
4) effective transfer of knowledge, and 5)
teamwork and group problem-solving (Li,
& Ragu-Nathan, 2010).

Accordingly, an internal audit learning
focus centers on the performance of team
members, who are dedicated to professional
practice. Ability to learn is manifest in
internal audit activities of the global
internal auditing profession in several ways,
such as  providing comprehensive
professional educational and
developmental opportunities, standards,
certification ~ programs, and  other
professional practice guidance (Arena et al.,
2006).

In the context of professional practice by
the internal auditors of firms, past research
evinces a need to examine all business risks
and transactions. Also, the internal audit
profession requires access to an integrated
knowledge system, which will give him/her
full capabilities to audit the business
(Rodrigue & Gowda, 2011). In addition,
Sung & Chai (2012) concluded that
knowledge about the education and training



needs of internal auditors can help them
understand what is expected of them in
terms of experience and qualifications in
order to become a competent internal
auditor. In some situations, an internal
auditor may lack the depth of knowledge,
feedback, and experience that is required to
conduct an audit. This inadequacy may be
caused by a company that lacks a
commitment to education/training, or lacks
aptness of staff in training. As a result, it
cannot develop optimal  operating
proficiency (Carpenter et al., 2002; Zahra,
Neubaum & Larranet, 2007).

As mentioned, education and training
are the major components of internal audit
learning that lead to the increased ability to
practice accurate and timely internal audits.
Additionally, many younger auditors may
believe that the skills acquired through
educational programs result in an increase
of skills, knowledge, and abilities (Seol,
Lee & Kim, 2011). Consequently, in this
research, the ability of the internal audit
function to pursue knowledge and practical
experience of the internal audit through
education, training, monitoring, and
knowledge updates, is associated with the
development of knowledge about later
professional inspection, and will realize
future benefits.

Therefore, internal audit learning focus

can enhance and improve SIAE, which
leads to the best internal audit practice,
internal audit efficiency, internal audit
achievement, financial reporting quality,
and decision-making success. Thus, the
third sets of hypotheses proposed are as
follows:
Hypotheses 3a-e: Internal audit learning
focus has a positive influence on: (a) best
internal audit practice, (b) internal audit
efficiency, (c) internal audit achievement,
(d) financial reporting quality, and (e)
decision-making success.

- Internal Audit Integration Concerns

Internal auditing integration concern is
the creation of an integrated internal audit
system for the evaluation of management

89

system performance, including quality,
environmental, health, safety, ergonomics,
and financial audit sub-systems
(Karapetrovic &  Willborn,  2002).
Consequently, it decreases the amount of
similar-looking assessment and audits. The
effort to integrate all compliance allows for
documenting and examining a control only
once and using it for many different
regulations (Lin, Wang & Yu, 2010).
Internal auditing integration concerns are
likely to produce nothing; nevertheless it
has many benefits for a firm.

Moreover, an organization not only
competes in local markets, but also
competes in the global market. As such, it
needs to be compliant with many technical
standards and requirements, such as
corporate governance and international
accounting standards (Karapetrovic &
Willborn, 2002). Significantly, internal
auditors have a responsibility to examine
the compliance of a firm in their
professional rules and regulations, such as
the quality of financial statements required
by international accounting standards, the
quality of management systems, and the
security of information technology required
by the Office of Securities and Exchange
Commission (Moorthy et al., 2011).

Additionally, more integrated
compliance views, risk information, and
quality of auditing is necessary (Ernst &
Young, 2013). Internal audit integration
concerns should lead an internal auditor to
evaluate overall parts and look around the
work that s/he assesses. Within the
integration of financial statement and
information audits, it helps an internal
auditor to understand the impact and
significance of the control of information
technology on financial statements (Chaney
& Kim, 2007). To evaluate how processes
are automated and, more generally, how
applications facilitate the movement of
information in relation to their interfacing
applications, auditing integration helps
internal auditors to identify mistakes in a
financial statement caused by programming
error.



Thus, internal auditors can increase the
confidence of assurance in the accuracy of
a financial statement.  Deficiency of
effective internal audit integration may
result in inconsistencies within an audit.
The result is a faulty conclusion about the
process under evaluation (Laviada, 2006).
Accordingly, best internal audit practice
makes it easier to find the inefficiencies in
the process and easier to evaluate the
performance of risk management than a
spot focus. This helps firms improve their
process and increase the effectiveness of
risk management thereby resulting in
increased internal audit efficiency and
internal audit achievement. Therefore, a
focus on internal audit integration can
enhance and improve SIAE, which is
conducive to best internal audit practice,
internal audit efficiency, internal audit
achievement, financial reporting quality,
and decision-making success. Thus, the
fourth sets of hypotheses are as follows:
Hypothesis 4a-e: The greater the internal
audit integration concern is, the more likely
that firms will achieve higher: (a) best
internal audit practice, (b) internal audit
efficiency, (c) internal audit achievement,
(d) financial reporting quality, and (e)
decision-making success.

- Internal Audit

Awareness

Internal audit participation awareness
refers to the induced ability of all
stakeholders, including managers and
practitioners, to mention any problems, or
give feedback about an organization’s
operations. It includes awareness of the
requirement for teamwork within an
organization. Since the introduction of
internal audits, regulation and standards
have played a pivotal role. An internal audit
is conducted in different operating
environments and in alignment with the

Participation

goals of each organization (Rameesh, 2003).

As such, different environments may affect
the capacity for internal auditing
participation (IIA, 2012). Moreover, an
organization may seek to establish and
manage new internal audit systems for
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sustainable competitive advantage, leading
to changes in the workplace (Bielinska-
Dusza, 2011). This may affect the
participation of internal auditing, which
requires commitment by personnel to
operational standards for the professional
practice of internal audits (Lee & Ismail,
2010).

In general, employee participation and
engagement in public sector organizations
is low (Abdolmohammadi, 2012). Also,
worker participation is consistent with
greater values, including the right of an
employee to be involved in decision-
making that affects his/her work
environment (Derfuss, 2009). It is still
a matter of debate within management
research whether participation actually
improves outcomes, especially
performance.

Therefore, internal audit participation
awareness can enhance and improve SIAE,
which leads to best internal audit practice,
internal audit efficiency, internal audit
achievement, financial reporting quality,
and decision-making success. Thus, the
fifth sets of hypotheses are as follows:
Hypothesis  5a-e:  Internal  audit
participation awareness has a positive
influence on: (a) best internal audit
practice, (b) internal audit efficiency; (c)
internal audit achievement, (d) financial
reporting quality, and (e) decision-making
success.

- Consequences of Strategic Internal Audit
Excellence (SIAE)

The research literature shows that SIAE
contributes to the strategic vision of an
organization. SIAE provides a point of
emphasis for the integrated effort and
organizational structures, which lead to
decision-making success and superior
performance.

- Best Internal Audit Practice

In this research, best internal audit
practice refers to internal auditing processes
that comply with auditing policies, which
are consistent with accounting standards



and accepted accounting principles that are
transparent and accountable. The best
auditing practice suggests that the potential
effectiveness of the audit committee results
in financial reporting quality and adding
financial information and reducing risk to
the organization while enhancing the
quality of the internal audit (Ninlaphay,
Ussahawanitchakit, Boonlua, 2012). Best
internal auditing practice affects the quality
of financial reporting and the reliability of
financial information; reduce corporate risk,
and internal audit quality (Sampattikorn,
Ussahawanitchakit, Boonlua, 2012). Based
on the literature above, best internal audit
practice is a potential possibility that affects
internal audit efficiency, financial reporting
quality, decision-making success, and
internal audit achievement.

The reasons for best internal audit
practice are clear. Principles of good
corporate governance have to be disclosed
to assure stakeholders that financial
reporting is credible and accurate. It is a
consequence of good audit practice, is
consistent with auditing guidelines and in
compliance with generally accepted
accounting  standards, leading  to
transparency and accountability (Yakhor &
Dorweiler, 2005). Also, best auditing
practice has a significant role in business
decisions, assisting with credit applications
and correctly improving earnings (Niniyom
& Kunsrison, 2011).

Internal audit excellence has certain
requirements. Past research shows that best
auditing  practice includes: records
maintenance, efficient accounting systems,
and constant monitoring. Bookkeepers
should ensure that financial records are kept
secure, along with a backup, and are readily
available (Ninlaphay, Ussahawanitchakit,
& Boonlua, 2012). In addition, best practice
audit firms focus on the learning and
understanding of accounting standards. The
application of knowledge and experience to
improve and develop auditing practice
work should be included in any guidelines
for best auditing practice contributing to the
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effectiveness of internal control (Witherell,
2004).

Therefore, best internal audit practice
can enhance and improve SIAE, which
leads to, internal audit efficiency, internal
audit achievement, financial reporting
quality, and decision-making success. Thus,
the sixth sets of hypotheses are as follows:
Hypothesis 6a-e: Best internal audit
practice has a positive influence on: (a)
internal audit efficiency, (b) financial
reporting quality), (c) decision-making
success, and (d) internal audit achievement.

- Internal Audit Efficiency

In this research, internal audit efficiency
is referred to as the ability and impartiality
of an internal audit to measure quality. Thus,
internal audit efficiency taps into the ability
of firms to save resources, including money
and time normally spent on auditing
operations, with superior reliability and
performance standards (Bailey, Gramling
& Ramamoorti, 2003). Efficiency is the
ratio of input per output, where input is
measured in terms of hours spent per audit
report, or years spent per audit report.
Highly efficient auditors and officers have
“inspiration” to create audit yield with each
hour of audit time invested. The core notion
is 'time is money' when it comes to time
spent in the audit office. General ideas of
efficiency may diverge from the particular
operationalizations seen here on efficiency
auditing. As such, efficiency is only one
concept that may be revisited as a dividend
of SIAE's multiple potentialities.

Internal audit per se is defined by the
individual characteristics of: professional
experience, professional certification and
training, internal audit management, the
size of internal audit operational quality,
audit objectives, and goals that help to
maximize value and transform the
performance of organizations (Savcuk,
2007). If effective, internal control can
reduce errors and risks associated with an
audit operation, reduce the burden on
internal audit systems, and lead to higher
quality financial data. Internal audit thus



adds value to firm reputation and credibility
(Mihret & Yismaw, 2007), and increases
the capacity of an organization to achieve
its goals (Prawitt, Smith & Wood, 2009).
Therefore, internal audit efficiency can
enhance and improve SIAE, which leads to

financial reporting quality, decision-
making success, and organizational
survival. Thus, the seventh sets of

hypotheses are as follows:

Hypothesis 7a-c: Internal audit efficiency
has a positive influence on: (a)
organizational survival, (b) financial
reporting quality, and (c) decision-making
success.

- Internal Audit Achievement

Audit effectiveness is demanded by an
organization's  stakeholders. This s
particularly true of securities market
investors, who need assurance about the
effectiveness of  audit  verification
procedures (Dittenhofer, 2001;
Karagiourgos, Drouglas & Dimou, 2010). It
has been a challenge to extract audit
effectiveness  from internal  control
assessment. This shows the importance of
stakeholder demands for effectiveness,
which can result in improved quality of
documentation, including financial
statements to investors.

The acceptance of stakeholders also
demands proof of qualification, such as a
satisfactory major in the Certified
Professional Internal Audit of Thailand
(CPIAT) by anyone claiming to provide
financial reporting services. Also, in the
audit profession, and financial reporting
more generally, the determining quality of
an audit decision is to hand down informed
advice. The context of financial statements
is concerned with quality information and
advice conveyed to stakeholders following
the failure of auditing in the lead up to the
GFC.

The goal of every organization is to
succeed according to its objectives and
survive the future. The best way is to base
these on long-term perspective, social
responsibility, and the welfare of all
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stakeholders. This belief is based on the
prevailing theoretical assumption post-
GFC that a corporation that exercises social
corporate  responsibility, by aligning
corporate  strategy  throughout the
organization, has a competitive advantage
that helps it to survive in the long run
(Porter & Kramer, 2006). Thus, internal
audit achievement of a corporation will
improve its ability to attract non-tangible
resources, profits, increased performance,
and create a competitive advantage,
including the satisfaction of needs and
wants of stakeholders (Mattingly, Harrast
& Olsen, 2009; Ayuso, Rodingues & Ricart,

2006).
In this research, internal audit
achievement is the objective, and is

operationalized as audit effectiveness in
terms of  gathering sufficient and
appropriate evidence of audit success,
regarding risk reduction, internal control
effectiveness, and implementation of
internal audit standards. Therefore, internal
audit efficiency can enhance and improve
SIAE, which leads to financial reporting
quality, decision-making success, and
organizational survival. Thus, the eighth
sets of hypotheses are as follows:
Hypothesis  8a-c:  Internal  audit
achievement has a positive influence on: (a)
organizational survival, (b) financial
reporting quality, and (c) decision-making
success.

- Financial Reporting Quality

Financial reporting quality means the
ability to successfully implement a
technique to build quality, satisfaction and
accuracy by using the least resources. The
technique can be invented and adapted to
achieve even better results (IASB, 2012).
Ideally, organizational management should
attempt to achieve operational efficiency to
increase competitive advantage.
Operational efficiency is the ability of an
organization to operate while economizing
resources and increasing quality to achieve
organizational objectives and goals. The
context of a rapidly changing business



environment makes the challenge even
more difficult and increasingly costly.
Ongoing changes and intense competition
associated with the contemporary business

world  demonstrate the need for
organizations to think in terms of strategic
operations (Gelb & Strawser, 2001).

Organizational strategies are necessary to
achieve the goals of an organization.
Strategies for excellence should be
imbedded in the strategic auditing plan.
Here also belongs the methods for strategy
implementation, the vision of the
organization's future long-term direction;
the mission covering what the organization
needs to do to achieve its vision, and having
the objective as the goal for realizing its
strategies. The internal audit is an
instrument, or more specifically, a
significant management mechanism in the
evaluation of operations and internal
controls of an  organization. An
organization can extract productivity from
an internal audit in terms of using scarce
administration resources more efficiently,
thereby enhancing the value and success of
an organization (Biddle, Hilary & Verdi,
2009; Doyle, Ge & Mcvan, 2007;).

In this research, financial reporting
quality means the ability to successfully
implement a technique to build quality,
satisfaction and accuracy by using the least
resources. The technique can be invented
and adapted to achieve even better results.
Therefore, financial reporting quality can
enhance and improve goal achievement,
which leads to decision-making success,
and organizational survival. Thus, the ninth
sets of hypotheses are as follows:
Hypothesis 9a-b: Financial reporting
quality has a positive influence on: (a)
organizational survival, and (b) decision-
making success.

- Decision-Making Success

Decision making has a crucial role in
management, particularly when the
operation of the organization is multi-
dimensional, because decision-making
influences long-term business survival
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(Chong & Eggleton, 2003; Tzu-Chuan et al.,
1998). Furthermore, effective decision-
making can be used to improve the working
efficiency of the organization and help to
increase the potential of the organization
(Chenhall, 2003). Thus, decision-making
refers to action needed in time to perform
operations or to solve problems. Decision-
making includes options such as selecting
strategies to promote maximum efficiency
or best success, while remaining true to the
goals of the organization and its
stakeholders (Yeshmin & Hossan, 2011).
Therefore, if data has quality, the decision-
maker will use his/her judgment for
decision-making. If data is timely, accurate,
and reliable, it will lead to better decision-
making. So decision-making refers to the
selection of operational guidelines, or
option assessment and selection in relevant
conditions (Davies, 2009).

Therefore, in this research, decision-
making success is defined as correctly
choosing an option from a range of possible
business  operations  using  quality
information that is appropriate, timely,
accurate, reliable, and fits within the target
market, in order to achieve the business
goals of the organization. Therefore,
decision-making success can enhance and
improve goal achievement, and firm
performance, which leads to organizational
survival. Thus, the tenth hypothesis is as
follows:

Hypothesis 10: Decision-making success
has a positive influence on organizational
survival.

- Organizational Survival

The survival of the organization must
bring strategy to deploy to ensure an
operation that is efficient and effective,
leading to the survival of the organization.
The status 'survival of the organization' is
operationalized as 'continuing from the past
to the present and expected to occur in the
future'. An internal audit department can
practice and encourage strategic thinking in
the operations of a successful organization
(Pongpearchan &  Ussahawanitchakit,



2011). Karagiorgos Dougalds & Giovanis,
2011 has studied the interaction between
components of the internal control system
and operational audit of hospitality
businesses in Greece. Their results suggest
that the composition of an internal audit is
crucial for the efficiency of an internal audit,
which affects the survival and success of
the business.

The survival of an organization depends
on creative adaptation of an organization
(Drogalas & Dimou, 2011). In general,
survival can be explained by the how
strategy — innovation — and the ability to do
the job. In addition, the ability to manage an
uncertain  business  environment  is
important (Persson, 2004). In the present
study, firm survival refers to the ability of
an organization to break down the barriers
to succeed in a difficult modern business
environment, including uncertainty and
changes in competition. When an
organization has a stable development, its
economic growth is more certain in the long
run.

3. Research Methods
- Sample Selection and Data Collection

Procedure

A sample of finance firms was drawn
from the total population of organizations
in Thailand. Financial businesses in
Thailand were selected on the basis that
financial firms operate within a highly
regulated organizational context, including
regulations, procedures, conditions or terms
of deposit, credit, insurance systems,
payments, loans and, in particular, risk
management (Alic & Rusjan, 2012). The
key concept is the placement of the
financial businesses into a system that
assures that the practices can be controlled
and monitored. Through documentation,
procedures and working processes ensure
that people in the organization know their
responsibilities, and procedures for
operational excellence and efficiency of
internal operations. An internal audit
department is necessary and useful for
organizations, especially large
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organizations, with the goal of long-term
operational survival. It ensures that
organizations have the training, knowledge,
and skills to work with the data record,
including checking that operations are
documented appropriately, and can correct
errors. The department should have written
guidelines on how to prevent an error re-
occurring (Alic & Rusjan, 2012; Kumar &
Balakrishnan, 2011; The Bank of Thailand,
2014). Therefore, SIAE can support the
operations of a business, and can add value
and facilitate long-term survival. The
participants in this study were Internal
Audit Directors or Internal Audit Managers.
The intended sample was 247 financial
companies in Thailand, but only 94 were
usable. They were selected from the list of
the Bank of Thailand (http://www.bot.or.th.
February, 2015). The effective response
rate was 39.66 percent.

Potential non-response bias was tested to
detect and reflect possible problems with
non-response errors. The assessment and
investigation of non-response bias was
centered on two different procedures: a
comparison of sample statistics and values
of the population’s  demographic
information of the firm such as the number
of employees, and average annual income.
Later, comparison of first-wave and
second-wave data, as recommended by
Armstrong & Overton (1977). The
procedure  showed no  significant
differences.

A questionnaire was used for data
collection because the questionnaire is an
appropriate instrument and a widely-used
method for large-scale data collection
(Kwok and Sharp, 1998). The final
questionnaires were emailed out in May
2014, accompanied by a cover letter
outlining the rationale and aims of the
research study.

- Variables Measurement

To measure the conceptual model, the
researchers used a five-point Likert scale,
ranging from 1 (strongly disagree) to 5
(strongly agree). It excluded control
variables and showed the number of items,



in order to tap into each wvariable.
Furthermore, all constructs were developed
from the definition of each construct.
Consequently, the variable measurements
of this study are defined as below:

- Dependent variable

Organizational survival in this research
is defined as developing organizational
survival via a corporate strategy that
focuses on the needs of stakeholders,
cooperation and acceptance of an opinion
by all parties, using the five- item scale
from Naidoo (2010).

- Independent variables

SIAE dimensions, an independent
variable in this study, is measured by
awareness, confidence, operations analysis,

integration techniques, and detection
methods. Additionally, SIAE involves
professional orientation, internal audit
innovation capability, internal audit

learning focus, internal audit integration
concern and internal audit participation
awareness. This construct is developed as a

new scale including a twenty-one item scale.

Firstly, internal audit professionalism
orientation, measured by the degree of
applying in professional characteristics,
skills, competence, independent self-
regulation, commitment to management’s
need, accountability, and responsibility.
This construct is developed as a new scale
from the definition and literature, including
a four-item scale. Secondly, internal audit
innovation capability is measured by the
degree of new or developed technology,
techniques, and practices that internal audit
uses to conduct internal audit activities.
This construct is developed as a new scale
from the definition and literature, including
a four-item scale. Thirdly, internal audit
learning focus is measured by the degree of
internal auditors’ education, training, using
new technique and adaptation to achieve
efficiency and effectiveness. This construct
is developed as a new scale from the
definition and literature, including a four-
item scale. Fourthly, internal audit
integration concern is measured by the
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degree of emphasizing linkage between all
internal audit procedures into one practice
in order to achieve many objectives in one
auditing time. This construct is developed
as a new scale from the definition and
literature, including a four-item scale.
Lastly, internal audit participation
awareness 1s measured by the degree of the
auditing attraction, induction and activities
of stakeholders, the manager on the
practitioner to give any opinion on
problems in the operation. This construct is
developed as a new scale from the
definition and literature, including a five-
item scale.

Mediating  variables:  Firstly, best
internal audit practice is measured by the
degree of audit processes that comply with
internal audit policies that are consistent
with auditing standards and accepted
accounting principles that are transparent
and accountable. This construct is
developed as a new scale from the
definition and literature, including a four-
item scale. Secondly, internal audit
efficiency is measured by the degree of the
monitoring of internal controls and risk
management systems of the organization
according to standards, in accordance with
the facts to reduce the risk of fraud in a
timely and cost-efficient manner. A four-
item scale is adapted from Gatewongsa &
Ussahawanitchakit (2013).Thirdly, internal
audit achievement is measured by the
degree to which an internal auditor can
perform an audit independently, clearly,
and completely by collecting and analyzing
information without error or bias. This
construct is measured by four items
developed as a new scale from its definition
and the literature. Fourthly, financial
reporting quality is measured by the degree
of understandability, relevance,
comparability and reliability of the
financial statement that is presented to
increase stakeholder accuracy,
completeness and is published in a timely
manner. A four-item scale is adapted from
Chopset & Ussahawanitchakit, (2013).
Lastly, decision-making  success is



measured by the degree of organization to
choose business operations option correctly
using quality information in a timely,
accurate, and reliable manner, consistent
with the target in order to execute business
goals of the organization. This construct has
emerged as a new scale from the definition
and literature, including a six-item scale.

- Control variables

The control variables include firm size
and firm age, which may affect the
relationships between firms and survival.

Firm size. In previous research, the
impact of firm size is shown to be an
important factor affecting internal audit
function (Chow, 1982). On one hand,
a large firm has more reporting processes,
more employees, and adequate resources
for internal audit operations. On the other
hand, smaller organizations may have
insufficient resources for internal audit
operations (Erickson et al., 2010). In this
study, firm size is defined as the total
invested assets of the firm. It is a dummy
variable in which 0 is a firm with total
assets equal or lower than 10,000,000,000
baht and 1 is a firm that has total assets
more than 10,000,000,000 baht.

Firm age has an impact on internal audit
activities. The period of operation affects
the activities of the internal audit (Doyle,
Ge & McVay, 2007), because the capacity
validity. Cronbach’s alpha for all variables
lies in a range of 0.703-0.908. As a result,
the internal reliability of all variables is
acceptable. The ordinary least squares
(OLS) regression analysis is used to test all
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for solving problems in the operation of
organizations that has operated a long time
will be able to manage better, which is
different to recently established
organization or smaller operations.

Firm age is reflected in terms of progress
and survival after 15 years, if an internal
audit department is not doing its job
(Agarwal & Gort, 2002). Therefore, firm
age was used as a dummy variable in which
0 means that the firm has been in business
less than or equal 15 years, and 1
means the firm has been in business more

than 15 years (Boonmunewai &
Ussahawanitchakit, 2010).
- Methods

Reliability and Validity: To test validity,
factor analysis was utilized to investigate
the underlying relationships. This study
used exploratory factor analysis to examine
the construct validity of the instrument.
Factor loading of each construct of greater
than 0.4 indicated appropriate construct
validity (Hair et al., 2006). Moreover, the
reliability of the measurements was
evaluated by Cronbach’s alpha coefficients.
Cronbach’s alpha coefficients were greater
than 0.70 (Nunnally & Bernstein, 1994).
The results for factor loading and
Cronbach’s alpha of this study are shown in
Table 1. The range of factor loading
between 0.504-0.942 indicates that there is
satisfactory construct
hypotheses in the framework. OLS deemed
appropriately to examine the hypothesized
relationships in this study (Aulakh ,
Masaaki & Hildy, 2000). The following 10
equation models are presented as below:



Table 1
Results of Measure Validation

Variables n Factor Loadings | Alpha Coefficient
Organizational Survival (OS) 30 0.710-0.791 0.752
Internal Audit Professional Orientation (IAPo) 30 0.880-0.923 0.908
Internal Audit Innovation Capability (IAlc) 30 0.718-0.829 0.780
Internal Audit Learning Focus (IALf) 30 0.814-0.870 0.866
Internal Audit Integration Concern (IAlo) 30 0.656-0.827 0.768
Internal Audit Participation Awareness (IAPa) 30 0.599-0.864 0.771
Best Internal Audit Practice (BIP) 30 0.694-0.830 0.754
Internal Audit Efficiency (IAE) 30 0.506-0.942 0.744
Internal Audit Achievement (IAA) 30 0.633-0.866 0.772
Financial Reporting Quality (FRQ) 30 0.685-0.722 0.703
Decision- Making Success (DMS) 30 0.581-0.827 0.811

Equation 1: BIP = o; + p1lAPo + p>lAlc
+ B3IALf + pidAlo +
psIAPa + fsFS +
PrFA+ €;

Equation 2: IAE = a> + fsIAPo + polAlc
+ﬂ10]ALf+ ﬂ]]]AIO +
pi2lAPa + p13FS+
ﬂ14FA+ &2

= a3 + fis[APo +
PislAlc + Bi7IALf +
PislAlo + BrolAPa +
P20FS+ f21FA+ €3

Equation 4: FRQ = a4 + f22[APo +

P23lAlc + B24IALf +
S2slAlo + BaslAPa +
P27FS+ BasFA+ €4
Equation 5: DMS = a5 + f2IAPo +
P3olAlc + B3 IALf +
P32lAlo + B33lAPa +

Equation 3: 144

B34FS+ B3sFA+ es
Equation 6: [AE = os + f3BIP + B37FS
+ B3sFA + €5
Equation 7: [AA = a7 + p39BIP + psFS
+ puFA + &7

Equation 8: FRQ = as+ f42BIP + fiIAE
+ﬁ44[AA +ﬂ45FS+
PacFA+ es

Equation 9: DMS = oo+ f47BIP + P4sIAE
+ PaolAA + f50FRQ
+f51FS+ fs2FA+ g9

Equation 10: OS = a0+ ps3IAE + fs4lAA
+ BssFRQ + fssDMS
+ﬁ57FS+ ﬂ58FA+ &i0
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4. Results and Discussion

The descriptive statistics and correlation
matrix in Table 2, examined potential
problems relating to multicollinearity and
variance inflation factors (VIF), to provide
information on the extent to which non-
orthogonality ~ between independent
variables might have inflated standard
errors. The VIFs range from 1.130-8.309,
well below the cut-off value of 10
recommended by Hair et al. (2010),
meaning that the independent variables are
not correlated with each  other.
Consequently, there were no substantial
multicollinearity problems encountered.

The analysis of descriptive statistics
describes the basic characteristics of
variables, including mean and standard
deviation. The descriptive statistics are
used to analyze the basic features of the data
in this research. Overall, the range of mean
scores for all constructs is 3.979 - 4.448.
Table 2 shows the mean scores for all
dimensions of SIAE (internal audit
professionalism orientation, internal audit
innovation capability, internal audit
learning focus, internal audit integration
concern, and internal audit participation
awareness) are respectively: 4.448, 4.182,
4.202, 4.268, and 4.319. Moreover, SIAE
has a standard deviation value of 0.503 -
0.555. The results also show that the range
of mean scores of SIAE consequences,
consisting of best internal audit practice,
internal audit efficiency, internal audit
achievement, financial reporting quality




and  decision-making  success  are SIAE consequences is between 0.542 and
respectively: 4.207,4.093, 3.979, 4.145 and 0.649.
3.975. The standard deviation value of
Table 2
Descriptive Statistics and Correlation Matrix
Variables | JAPo | TAlc | TIALf | IAlo |IAPa| BIP | IAE | IAA | FRQ |DMS| OS | FS FA
Mean 4.448 4.182 4.202 4.268 4319 4.207 4.093 3.979 4.145 3.975 4.017 n/a n/a
S.D. 503 555 553 505 552 649 578 601 542 595 649 n/a n/a
IAPo 1
1Alc 7675 1
IALf A34%x | 536w 1
1Alo 540%% | 565%xk [ 750%%% 1
IAPa SIg*FE | 522%kk | 738k | 723%%k 1
BIP 635FF% | 739%%x | 710%FF | 765%F* | 803FF% | 1
IAE ABIFRE | 536¥RE | 700%FF | 753%%k | 6ogERE [ 719k [ |
TIAA S590%EE | 093K | TO4F*K | ROOFHF | BIOHRHF | T4HHE | B3 Hk* 1
FRQ AQSHEE | ATRRE | 4OFHKE | 64FFHF | TIOFEF | G HREE | 584Kk | 562 %k 1
DMS 383 289HE | 4E8F*K | E25F** | OSGFHH | 55FFAE | STRRkK | 4G HE* | 630%** 1
0OS 239%%* 397REE | BTTHRRE | STIEREE | JOOFEE | ABDHHE | ARTHRK | FRAHKK | 624%** | RI4H*F 1
FS .065 -.015 237%* 221%* 259%%* 157 226%% [ 203% | 242%* 135 .080 1
FA -.002 .005 .035 .044 071 .066 .049 .024 133 .007 .003 310%%* 1
*p<.10, ** p<.05, ***p<.01
The correlation matrix shows the achievement is 0.809, and decision-making
correlations between two variables and success on organizational survival is 0.814.

verifying multicollinearity problems by
intercorrelations among the independent
variables. Accordingly, the evidence
suggests that they are significantly related
to the five dimensions of SIAE between
0.484-0.767, p < 0.01. Also, the evidence
suggests that they are significantly related
to the five dimensions of SIAE and all
constructs between 0.239-0.832, p < 0.01.
The results indicate that most of the
correlations are less than 0.80, as
recommended by Hair et al. (2010) with
some exceptions. The correlation of
internal audit achievement on internal audit
efficiency is 0.832, internal audit
participation awareness on best internal
audit practice is 0.803, internal audit
integration concern on internal audit
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Table 3, shows the results of the
relationships between the first dimension
of strategic internal audit excellence and
its consequential variables. Firstly, the
results show that the evidence relates to
internal audit professionalism orientation.
The findings indicate that internal audit
professionalism orientation has only a
significant positive effect on decision-
making success (Hle: B2o= 0.314, p <.05).
This is consistent with Struweg & Meintjet
(2000), who states that professional
internal can best be viewed as ability in
providing quality of services that produce
expertise that can lead to decision-making
success. Therefore, Hypothesis le is
supported.




Table 3
Results of Regression Analyses

Independent Variables Dependent Variables
BIP TIAE T1AA FRQ DMS
IAPo -.014 -.101 -.043 147 314**
(.058) (.071) (.052) (.123) (.132)
IAIc 3115 102 267 .068 .093
(.061) (.074) (.054) (.128) (.138)
IALf 259%%* 102 267 .068 .093
(.061) (.074) (.054) (.128) (-138)
1Alo 376%** 367 .082 195 S44%**
(.069) (.084) (.062) (.146) (.157)
IAPa 132% .650%** 2] 5% S591%** 299%*
(.068) (.082) (.061) (.142) (.154)
Control Variables:
FS -.065 .007 .018 .149 -.038
(.083) (.100) (.074) (.174) (.188)
FA .076 -.025 -.038 152 -.067
(.079) (.096) (.071) (.166) (.179)
Adjusted R? 732 .582 .689 518 408
Maximum VIF 3.773 3.773 3.773 3.773 3.773
*p<.10, ** p<.05, ***p<.01, * Beta coefficients with standard errors in parenthesis.

Nevertheless, it has no significant effect
on best internal audit practice (Hla: PBi= -
0.014, p > .10), internal audit efficiency
(H1b: Bs= -0.101, p > .10), internal audit
achievement (Hlc: B15=-0.043, p>.10) and
financial reporting quality (H1d: B2,=0.147,
p > .10). The possible reason for this is that,
sometimes, the process of strategic internal
audit does not need to be professional
because unexpected problems occur on the
way to practices, and these problems may
be eliminated by new practices that point to
strategic planning. This is consistent with
Laohamethanee, Ussahawanitchakit &
Boonlue (2013) who note that audit
professionalism has no significant effect on
modern audit practice, audit knowledge
diversity, audit skills excellence, and audit
learning competency. Another possible
reason is internal auditors who lack of
professional experience. Also,
responsibilities must be carried out in
compliance with standards of ethics. This is
consistent with Sudsomboon &
Ussahawanitchakit (2009), who note that
professionalism should be flexible to allow
for procedural adaptation throughout the
year. Also, Ljubisavljevic & Jovanovic
(2011) note that compliance with laws and
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regulations has no effect on financial
information, reliability and internal audit
efficiency. Consequently, internal audit
professionalism  orientation has no
relationship with best internal audit practice,
internal audit efficiency, internal audit
achievement, and financial reporting
quality. Therefore, Hypothesis 1le is
supported, but Hypotheses 1a, 1b, 1c and

1d are not supported.
Secondly,  hypotheses  exist to
investigate the relationship between

internal audit innovation capability and its
consequences. Results indicate that internal
audit innovation capability has a significant
positive effect on best internal audit
practice (H2a: Bo= 0.311, p < .01) and
internal audit achievement (H2c: B16=0.267,
p < .01). These results are consistent with
Samritsakul & Ussahawanitchakit (2009)
who state that internal audit innovation can
best be viewed as ability in providing
quality of audit. Therefore, Hypotheses 2a
and 2c are supported.

However, it has no significant effect on
internal audit efficiency (H2b: fo=0.102, p
> .10), financial reporting quality
(H2d:B23= 0.068, p > .10), and decision-
making success (H2e: B30= 0.093, p > .10).




This is consistent with Garcia & Calantone
(2002), who state that a common work
process causes poor work quality, so
internal audit functions should be carefully
planned to reduce mistakes and cut costs.
Moreover, Sampattikorn &
Ussahawanitchakit (2012) reveal that
internal audit planning comprehension
awareness cannot increase the benefit of
financial information and organizational
value. Therefore, hypotheses 2b, 2d, and
2e are not supported.

Thirdly, hypotheses exist to investigate
the relationship between internal audit
learning focus and its consequences. The
results indicate that internal audit learning
focus has a significant positive effect on
best internal audit practice (H3a: 3= 0.259,
p < .01) and internal audit achievement
(H3c: Bi= 0.575, p < .01). This is
consistent with Li & Ragu-Nathan (2010),
who state that internal audit learning can
best be viewed as ability to provide learning
within a firm, and support for professional
internal audit activities (Juma, 20006).
Therefore, Hypotheses 3a and 3c are
supported.

Conversely, it has no significant effect
on internal audit efficiency (H3b: Bio= -
0.022, p > .10), financial reporting quality
(H3d: B2s4= -0.201, p > .10), and decision-
making success (H3e: B31=-0.050, p > .10).
This is consistent with Srichanapun &
Ussahawanitchakit (2012) who state that
internal audit learning has no positive effect
on financial reporting reliability. Moreover,
Chopset & Ussahawanitchakit (2013) note
that internal audit learning has no influence
on financial reporting quality. Thus,
Hypotheses 3b, 3d, and 3e are not

supported.
Fourthly, Table 3 reveals that internal
audit integration concerns have a

significant positive effect on best internal
audit practice (H4a: Bs= 0.376, p < .10),
internal audit efficiency (H4b: B11= 0.367,
p < .0l), and decision-making success
(H4e: PBsx= 0.544, p < .01). This is
consistent with Chaney & Kim (2007), who
state that internal audit learning can best be
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viewed as ability in providing learning
within the firm, and support for
professional internal audit activities. This is
consistent with Karapetrovic & Willborn
(1998), who state that internal audit report
value has a significant positive relationship
with information integration benefit and
organizational value, which leads to more
usefulness in making decisions by users.
Therefore, Hypotheses 4a, 4b and 4e are
supported,

Nevertheless, it has no significant effect
on internal audit achievement (H4c: Bis=
-0.082, p > .10), and financial reporting
quality (H4d: B25=0.195, p > .10). Also, the
audit integration signals the challenge for
internal audit to become more relevant and
valuable to the organization (Lenz & Sarens,
2012). Thus, Hypotheses 4c and 4d are not
supported.

Finally, in light of internal audit
participation, awareness has a significant
positive effect on best internal audit
practice (H5a: Bs= 0.132, p <.10), internal
audit efficiency (H5b: 2= 0.650, p <.01),
internal audit achievement (H5c: B19=0.215,
p < .01), financial reporting quality (H5d:
B26= 0.591, p < .01), and decision-making
success (H5e: B33= 0.299, p < .05). This is
consistent with Al-Twaijri, Brierly &
Gwilliam (2003), who state that firms with
higher participation in internal audit
function have greater audit quality. Also,
worker participation can help to monitor
and ensure performance delivery, best
value, and decision-making success (Cho,
Fredman & Shin, 2012; Hyman & Mason,
1995). Therefore, Hypotheses 5a, 5b, 5c,

5d and 5e are supported.

Overall, these results provide evidence
that finance businesses with each
dimension of SIAE (internal audit

professionalism orientation, internal audit
innovation  capability, internal audit
learning focus, internal audit integration
concern, and internal audit participation
awareness) have a positive effect on best
internal audit practice, internal audit
efficiency, internal audit achievement,
financial reporting quality, and decision-



making success. Therefore, Hypotheses 1,
2, 3, and 4 are partially supported but
Hypotheses 5 is fully supported.

For the control variables, firm size, there
is no significant influence on best internal
audit practice (Bs =-0.065, p > .10), internal
audit efficiency (Bi3 = 0.007, p > .10),
internal audit achievement (20 = 0.018, p
> .10), financial reporting quality (B27 =
0.149, p > .10), and decision-making
success (P34 =-0.038, p>.10). The possible
explanation is that a big firm has the money
for investments in technology innovation,
research and development in innovation
(Chow, 1982), and has more attention to
risk monitoring and internal control
systems than smaller firms (Erickson et al.,
2010)

However, firm age (the period of time
operating in an operating business) has a

significant positive influence on financial
reporting quality (B2s= 0.152, p <.05). The
result implies that businesses are affected
by firm age, meaning that firms with higher
than 15 years in operation have greater
financial reporting quality. The result is
consistent ~ with ~ Boonmunewei &
Ussahawanitchakit (2010) who note that
firm age has a positive relationship with
valuable, unique decision-making meaning
that a new firm has more wvaluable,
individual decision making than a long time
operating firm. On the other hand, it has no
significant influence on best internal audit
practice (B7= 0.076, p > .10), internal audit
efficiency (Bi4= -0.025, p > .10), financial
reporting quality (B2s= -0.038, p
> .10), and decision-making success (B35 =
-0.067, p > .10).

Table 4
Results of Regression Analyses
Independent Variables Dependent Variables
BIP IAE TAA FRQ DMS
BIP 759 % .896%** .696%** 418%**
(.079) (.050) (.182) (.187)
IAE 385% 431 %% .080
(.142) (.140) (.156)
IAA 369%** 466%** 142
(.222) (.214) (.115)
FRQ 378 229%*
(.131) (.084)
DMS J10**
(.083)
Control Variables:
FS 276%** 173 241 -.010 -.120
(.166) (.1006) (.183) (.175) (.139)
FA -.079 -.122 .100 -.170 -.033
(.156) (.079) (.181) (.172) (.137)
Adjusted R? 516 781 436 463 .672
Maximum VIF 1.130 1.130 7.304 7.532 3.778
*p<.10, ** p<.05, ***p<.01, ® Beta coefficients with standard errors in parenthesis.

Table 4, shows the relationships between
best internal audit practice, internal audit

efficiency, internal audit achievement,
financial reporting quality, decision-
making success, and organizational
survival.
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The evidence in Table 4 indicates that
best internal audit practice has a significant
positive effect on internal audit efficiency
(H6a: Bss= 0.759, p < .01), internal audit
achievement (H6d: Pso= 0.896, p < .01),
financial reporting quality (H6b: Bs>=0.696,
p < .0l), and decision-making success




(H6c: Pa7= 0418, p < .01). It is in
accordance with previous research; best
audit practice focus is associated with
increases in audit value, audit report quality,
and financial information usefulness
(Ninlaphay, Ussahawanitchakit & Boonlua,
2012). Moreover, when properly designed,
internal audit activities can significantly
improve the business as a whole (Witherel,
2004). The internal audit provides
managers with useful information for
economizing (Yakhor & Dorweiler, 2005).
Also, internal auditors provide alerts and
warnings of risks that require attention, and
track corrective actions (Sampattikorn,
Ussahawanitchakit & Boonlua, 2012).
Therefore, Hypotheses 6a, 6b, 6¢ and 6d
are supported.

Secondly, the results indicate that
internal audit efficiency has a significant
positive effect on financial reporting quality
(H7b: Ba3= 0.385, p < .01) and decision-
making success (H7c: Bas= 0.431, p <.01).
In this regard, internal audit efficiency is a
strategy that can help add value to a firm
(Prawitt, Smith & Wood, 2009). This is
consistent with Bailey; Gramling &
Ramanoorti (2003) who note internal audit
efficiency can lead to resource savings and
elicit superior performance. Therefore,
Hypotheses 7b and 7c are supported

In contrast, it has no significant
influence on organizational survival (H7a:
Bs3= 0.080, p > .10). The possible
explanation is that when an auditor does not
understand the organizational objectives,
goals, and the importance and value of the
process, it leads to incomplete firm
performance. This is consistent with
Savcuk (2007) who notes that modern
internal auditors provide reliable and
trustworthy data to assist managers.
Moreover, statements on reliability deal
with issues related to the extent of
assurance provided by an audit, the
accounting policies used in the financial
statements, the scope of assurance provided
by the auditor that the audited financial
statements give a true and fair view, the
audited  report’s effectiveness in
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communicating the extent of the audit work
performed and fraud within the audited
entity (Pourheydari & Abousaiedi, 2011).
Also, the internal auditors should present
information and discoveries in a way that
allows decision- makers to make good
choices (Kapoor & Brozzetti, 2012). On the
other hand, Gramling et al. (2004) argue
that when the audit procedure reliability is
low, the work performance is not
contingent on the level of internal audit
function competence or objectivity. Also,
Laonamtha, Ussahawanitchakit & Boonlue
(2013) reveal that accounting information
quality has no effect on decision-making
success. Also, Mihret & Yismaw (2007)
note that audit findings would not serve
much purpose unless management is
committed to implementing audit quality.
Hence, Hypothesis 7a is not supported.

Thirdly, the results indicate that internal
audit achievement has a significant positive
effect on financial reporting quality (H8b:
B37= 0.369, p < .01) and decision-making
success (H8c: Pss= 0.466, p < .01).
Therefore, Hypotheses 8b and 8c are
supported

However, it has no significant influence
on organizational survival (H8a: B4o=0.142,
p > .10). This is consistent with
Chaikambang,  Ussahawanitchakit &
Boonlue (2012) who reveal that valuable
information specialization has significant
effects on decision-making advantage. Also,
an internal audit can assist in providing
useful information for strategic decision-
making (Anderson & Svare, 2013).
Moreover, Sampattikorn,
Ussahawanitchakit & Boonlue (2012)
argue that internal audit information benefit
has a significant positive direct effect on
organizational value, business performance,
and sustained goal achievement. In addition,
internal audit quality is a key factor that
makes firms successful. It seems then that
firms that provide reliable basic
information to auditors can help them
decide correctly and in a timely manner
how to help firms



management, control operations and make
effective management decisions, which
enhances the value and competitiveness of
a firm. Thus, Hypothesis 8a is not
supported.

Furthermore, the results indicate
that financial reporting quality has a
significant positive effect on organizational
survival (H9a: Bss= 0.229, p < .05) and
decision-making success (H9b: Bso= 0.378,
p < .01). This is consistent with financial
reporting quality being a key factor that
makes firms successful. It seems then that
firms that provide reliable basic
information to auditors can help them
decide correctly and in a timely manner
how to help firms manage, -control
operations and make effective management
decisions, which enhances the value and

competitiveness of a firm. Also,
Chaikambang & Ussahawanitchakit (2012)
reveal that  valuable information

specialization has a significant effect on the
quality of decision-making. Also, an
internal audit can assist in providing useful
information for strategic decision-making
(Anderson & Svare, 2013). Therefore,
Hypotheses 9a and 9b are supported.
Moreover, decision-making success
has a significant positive effect on
organizational survival (H10: Bss= 0.710, p
<.01). This is consistent with Chaikambang
& Ussahawanitchakit (2012) who reveal
that quality decision-making has a
significant effect on goal achievement.
Furthermore, internal auditing helps to
ensure that business decisions and
management operations remain consistent
with an organization’s mission, strategies,
and objectives (Yeshmin & Hossan, 2011).
Therefore, Hypothesis 10 is supported.
Overall, these results provide
empirical evidence for the relationships
between best internal audit practice,
internal audit efficiency, internal audit
achievement, financial reporting quality,
decision-making success, and
organizational survival. Therefore,
Hypotheses 6, 9 and 10 are supported,
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while Hypotheses 7 and 8 are partially
supported.

For the control variables, the results
indicate that firm size has a significant
positive effect on internal audit efficiency
(B27=10.276, p <.05) and financial reporting
quality (Bas= 0.241, p < .05). This result
implies that business is affected by firm size,
meaning that firms with assets of more than
10,000,000,000 baht have greater internal
audit efficiency. However, firm size has no
significant influence on internal audit
achievement (B4 = 0.173, p > .10),
decision-making success (Bsi= -0.010, p
> .10), and organizational survival (Bs7= -
0.120, p > .10) meaning that a new firm has
more relative value in terms of firm
performance than old firms. New business
will find many types of risk (e.g. liability
losses, business interruption, and resources
losses). They should weigh the importance
of potential risks by assessing which
method is most likely to identify potential
threats to a business (Lackey, 2012).
Moreover, new firms are involved in more
innovation, more development of new
products, and are more amenable to enter
new markets, which offers higher returns
(Doms, Lewis & Robb, 2010). This is
consistent with prior studies, which suggest
that firm size can impact firm performance
(Prempree & Ussahawanitchakit, 2013).
Additionally, Sampattikorn &
Ussahawanitchakit (2012) state that firm
size has a significant positive effect on
some dimensions of best internal audit

practices.
However, firm age has no
significant effect on internal audit

efficiency (Bss= -0.079, p > .10), internal
audit achievement (B41= -0.122, p > .10),
financial reporting quality (B4s= 0.100, p
> .10), decision-making success (PBs2=
-0.170, p>.10), and organizational survival
(Bss= -0.033, p > .10). The result is
consistent with Chitmun &
Ussahawanitchakit (2012) who note that
firm age has a negative relationship with



valuable, unique decision-making, meaning
that a new firm has more valuable,
individual decision-making than a more
established firm.

5. Contributions

- Theoretical Contribution The results
confirm that resource-advantage theory can
usefully explain how an internal audit
excellence orientation can impact real
business phenomena in the context of
financial firms. The institutional theory of
the firm explains how hypothesized causal
links between strategic internal audit
variables can engender organizational
success and establish firm survival through
competitive advantage.

- Managerial Contribution The internal
audit department should understand and
utilize SIAE to improve their internal audit
performance. It is a guide for executives to
change their operational processes and
strategies. Therefore, these findings can be
a guide for organizations that want to

improve and create efficiency and
effectiveness in their operations.
6. Limitations and Suggestions for

Future Research

- Limitations Although the study results
have  theoretical ~and  managerial
implications for internal audit researchers
and practitioners, respectively, some care
should be exercised owing to the limitations
of this study. Firstly, many respondents
were not key informants who could provide
a clear understanding of SIAE and its

businesses. Respondents were often
working in other positions such as
Executive Director, executive board

member, Accounting Manager, and Chief
Financial Officer. Therefore, the results
may be influenced by using these data from
other groups. Secondly, the data on which
these results were based were derived only
from Thai financial firms. Thus, these
findings may be lack generalizability of the
SIAE to other businesses (e.g. The Stock of
Exchange in Thailand Firms, Small and
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Medium sized Enterprises and
Governmental Institutions).

- Suggestion for Future Research Some of
the research hypotheses were unexpectedly
disproved. For example, internal audit
professionalism does not have a significant
effect on best internal audit practice,
internal audit efficiency, and internal audit
achievement. Another example is the
learning focus can moderate only internal
audit well-roundedness and internal audit
learning focus, but other variables cannot.
As a result, further research is needed to
investigate the hypotheses that were not
found significant for possible alternative
explanations that are not immediately clear
to the researchers. Moreover, stakeholder
expectations do not affect SIAE dimensions
and in some cases impact significantly in a
negative direction (best internal audit
practice, internal audit efficiency, internal
audit achievement, financial reporting
quality, decision-making success, and
organizational survival). Furthermore, the
relationships among other (omitted)
variables should be investigated further,
including internal audit practice quality,
risk management effectiveness, success at
fraud detection, outstanding operational
efficiency, business excellence, and goal
achievement. The results show that SIAE
has a significant positive
effect on best internal audit practice,
internal audit efficiency and internal audit
achievement. In addition, financial
reporting quality has a positive effect of the
decision-making success and
organizational survival, risk management
effectiveness has a positive effect of the
business excellence, and fraud error
detection success has a positive effect of the
business excellence and goal achievement.
Moreover, business excellence and goal
achievement have a strong
positive effect on firm survival. Future
research  should investigate  these
hypotheses using in-depth interviews or
focus groups in each firm. The usefulness



of the SIAE scale should be confirmed by
applying it to different auditor populations
(e.g. governmental auditors) or different
firm samples (e.g. collect company data
from The Stock Exchange of Thailand, or
select firms from a different population in
another country) in order to widen the
generalizability of findings. Furthermore,
the new scale should be explored and
developed by applying different approaches
such as in-depth interviews of the internal
audit managers in each firm, in order to
create and confirm true construct
measurements and all relationships of this
model. However, this study's focus was on
investigating the relationships among
business excellence, goal achievement, and
firm survival. The key research question
was how internal audit excellence
orientation effects business success and

firm survival used a sample of finance firms.

A key finding was that the internal audit
director or internal audit manager informant
is a significant factor affecting the integrity
of audit information for analysis in order to
convey to an organization a true
understanding of its business potential.
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