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Factors effecting on the Effectiveness of the Quality of
internal Audit of Joint Stock Companies Listed in the

Egyptian Stock Exchange: An Applied Theoretical

Study
Abstract:

The study aimed to identify factors affecting the
effectiveness of the quality of internal audit in joint stock
companies listed in the Egyptian Stock Exchange.

To achieve this aim, we conducted an applied study on
one of the companies in the Egyptian pharmaceutical sector,
which is listed on the stock exchange, using the Analytic
Hierarchy Process (AHP) model of Thomas Satty. The data
was collected through a direct interview and questions were
directed to the members of the internal audit department
separately, and the discussion with each employee on the
case under study lasted between 30-40 minutes. The main
objective of the personal interviews is to collect information
that helps the researcher in evaluating the impact of the
factors that have been identified based on the theoretical
study.

The study reached a set of results, the main criterion that
has received the highest importance among other main
criteria, is the quality of performance of the implementation
of internal audit work by 43.2% of the total scores of the
selection criteria, followed immediately by the scientific and
professional qualification of the internal auditor, by 33.9%,
then in third place the factor of external attribution of the
internal audit function, by 10.7%, and in fourth place the
factor of independence and objectivity of the internal auditor,
he obtained 7.2%, as it came in the The fifth and last place is
the factor of strengthening and activating the relationship
between internal audit and other parties to governance with a
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score of 5%, and the researche attributes the last factors
lowest important if compared with other factors to the fact
that many of the sub-evaluation factors of the factor of
strengthening and activating the relationship between internal
audit and other parties to governance can be achieved if the
sub-criteria are achieved.

The study also found an assessment of the impact of the
sub-factors that affect each of the main factors and these
factors were evaluated and ranked based on relative
importance.

The study recommended the need for concerted efforts of
professional organizations and concerned authorities to
develop awareness among joint stock companies listed in the
stock exchange in general and internal auditors in particular
of the importance of the supervisory role provided by the
internal audit profession and its impact on the quality of
reports and decided investors.

Keywords: internal audit, effectiveness of internal audit,
quality of internal audit, factors affecting the effectiveness of
internal audit quality.
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(!) Dang, Chien Minh, & Others, (2017)” Audit Quality for US-listed

Chinese Companies”, International Journal of Auditing, vol.21,
pp.:15v-155.

(1)The Institute of Internal Auditor (2010), "Measuring Internal Audit
Effectiveness and Efficiency”, IPPF- Practice Guide,pp.: 1-19,
available at www.theiia.org/quidance .

(2) Lawrence J. Abbott, & Others, (2016) .“Internal Audit Quality and
Financial Reporting Quality: The Joint Importance of Independence

and Competence”, Journal of Accounting Research, Vol. 54 No. 1,
pp.: 10-12.
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Extrinsic Factors Influencing Internal Auditors’ Effectiveness in “

Jordanian Public Sector

C oY aladl plhall 3 sl e LA Adled e 5,5500 By Ll olgall”

(v) Roussy, Meélanie; Odile Barbe and Sophie Raimbault (2019); “

Internal audit: from effectiveness to organizational significance”,

Managerial Auditing Journal, ISSN: 0268-6902, pp.322-342.
(v) Hamza Alqudah & others’ (2019); * Extrinsic Factors Influencing

Internal Auditors’ Effectiveness in Jordanian Public Sector”,
Review of European Studies, Vol. 11, No. 2; pp.67-79.
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“The impact of audit committee characteristics on internal audit

professionalization: empirical evidence from Greece.”
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(y)Vadasi, Christina, (2021),” The impact of audit committee
characteristics on internal audit professionalization: empirical

evidence from Greece”, Accounting Research Journal, DOI
10.1108/ARJ-05-2020-0091 pp. 447-470.
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“Impact of Accounting Information System on Internal Audit
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'Dinh & Others) (2) 2021) a.l,s V/Y/Y
“Factors Affecting the Internal Audit effectiveness of Steel
Enterprises in Vietnam.”
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(y)Alawagleh, Qasim Ahmad, (2021); “Impact of Accounting

Information System on Internal Audit Quality: Mediating Role of
Organizational Culture” .International Journal of Financial

Research .Vol. 12 .No. 1 .pp.205-213.

()Dinh, The Hung, and Others (2021), “Factors Affecting the Internal

Audit effectiveness of Steel Enterprises in Vietnam.”, Journal of
Asian Finance, Economics and Business, Vol., 8 No.1, pp. 271-283.
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Krichene and Baklouti) (1) 2021) a5 Y/ /¥
“Internal audit quality: perceptions of Tunisian internal auditors

explanatory research.”
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'ALBAWWAT & Others) (2)2021) al,s A/Y/¥

“The Relationship between Internal Auditors’ Personality Traits,

Internal Audit Effectiveness, and Financial Reporting Quality: Empirical
Evidence from Jordan .

(*) Krichene, Aida, Baklouti, Emna (2021), “Internal audit quality:
perceptions of Tunisian internal auditors explanatory research”,
Journal of Financial Reporting and Accounting, Vol. 1,
PP.28-54.

(2) Albawwat, Ibrahim Emair & Others, (2021), “The Relationship
Between Internal Auditors’ Personality Traits, Internal Audit
Effectiveness, and Financial Reporting Quality: Empirical Evidence
from Jordan”, Journal of Asian Finance, Economics and Business,
Vol 8, No 4, PP. 797-808.
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Chambers, ) L3, 13y .

(1) Iskandar Muda. (2018), “The influence of self -efficacy and
professional development on the quality of work of internal
auditors”, International Journal of Civil Engineering and
Technology, vol. 9 No. 5, pp. 1293-1294.

(vY)Chambers, A.D., (2014), “New guidance on internal audit — an

analysis and appraisal of recent developments”, Managerial
Auditing Journal, Vol. 29 No. 2, p. 101.
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(v)Dunlop, A.; Hassall, T. & Challis, M. (1999). “Professional

competence development: the internal audit experience”,
Developing the capable practitioner, p.151.

(r)Arena & Azzone, (2009); Op. Cit., p. 45.

d gomll 08 Jesalaall e sl ()

- Ebaid, I.E. (2011), “Internal audit function: an exploratory study
from Egyptian listed firms”, International Journal of Law and
Management, VVol. 53 No. 2, pp. 108-128.

- Perry, L.M.; Bryan, B.J., (1997), “Heightened responsibilities of the
internal auditor in the detection of fraud”, Managerial Finance, 23
No. 12, pp. 38-43

- Aksoy, T.; Kahyaoglu, S., (2013), “Measuring the internal audit
performance: tips for successful implementation in Turkey”,
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International Journal of Business and Social Science, Vol. 3 No.
4, pp. 72-76.
- Alzeban, A., (2015), Op, Cit, pp. 539-559.
- Dunlop, A.; Hassall, T. & Challis, M. (1999), Op, Cit, pp. 149-163.
- (4 (Christiawan; Yulius Yogi, (2002), Op, Cit, pp. 79-92
(v)International Standards for The Professional Practice of Internal

Auditing, (2017).
(v)lbid, p. 4.




YoYY b (g pially pelidl ckal 2a5¥ Anely — 5ylaxid] OIS pllad! dcalal! Al

Leegimslly LIMET pgaa plall sda cdglis tos (VT2 -1) L) als)] ulall
A Il dan [LLL dueginglly AdMata) H8l9n Aolsl by, adly

Laz [ Ll Jlaall c1o3 Al & atw¥l 2y Gudons Loy, 2 VYT
FWESRL]

£1o3U 2 IMaz o) 3y Gudoes Loy i A1) A L pulas ctslis
Sle cielag V) e w 08y sleaall Bppwanll 5,a510 2ls ) an Ll blas aLL Jlasll
(V) JWi gl
&1 09y yaLdl Jguosll 21Sa) 2uls Il Zanlpald iuandl usyld 066 o -)

Lshs P e Il G (Saag BloY Gulzmeg Ldall 301 ) 2948

ByloY udzmag 3)laY1 ae Ads |l danlyel) A ga3ll Apaiall
Aoy Byt Il ax Ul goiue e Iaiadl sag @1 s Byla) @i of 7Y

(gosbaidly i ol) ugiudl deg cdaz bl alee gt

Organizational oreaaiall IMlar el (V)Y ) By sLgall ol
08l Lg,a 99 45101 a2 1,1 (INdependence)

(Ve Y L) ey STl sl sl 3,300 (V1)) o8y sLealls 559 LS
BUas s (B 55 6l e oele (B 2ls Il Zan LU bolas 05 of o 4]
sl Lan yell giuaunll ety dl e oy @lud! $bly Ldleel 5lamsls 2an Ll
Dasliel s 2a8lies 5,159 palal g9l 1da o U505 gl o mopat)

Lresd cuandSS Ogudslodl Ggaz L Lau gy (Al Adsludl Aan Ll cleas
= yeld o dall IMaz sl Jaall JMaiwd A wlal Lol A8 e Lasdloa g
4y La ) esleaselly BLACLL As Il ol Laciad) ens ) A8LYL (sl

(+)Ibid, p. 3.
(v)1bid, p. 4.
(+)1bid, p. 4.




YoYY b (g pially pelidl ckal 2a5¥ Anely — 5ylaxid] OIS pllad! dcalal! Al

a2 Ll i oF Jesrell (e 0¥ B8 Yota zoa Ll 5gudl 1ia ,UsT a8y (cpppaall
Dplas e Ul § Jslul

Lazlll ald Jlaall 1530 Aol due g gl dmys Gudms ooy Y/ Y/Y
FAESH]

£1o3U 2 Ve o) 3oy §udoes Loy d s 1) AL pulas ctslis
LaS 29 (1) + +) oy sloneld paanll 8,880 ksl Zam L blas ald JLaall
) &
o3 oY dan L Wl olay oads Il ras LU a1 as pue -
oo LIl Bl sl Sytue (e Legunsll sug @1 g Blal e oY

nabaiilly sl cugadl

LSy patiy ) Adslull Aan Ll ulas oo Y-+ 2) @y skl pas LeS
ook O Bazhall gl ity I e oy’ 5T e sl 2 L) LA 8yl
St $9 " Aucniall Bayd Cipay 41 Glesad Adlady s 101 Zan Ll blas
Lucsiall Bagd iy sl Zan LU blis of man (Y- 1) 03 slaedd 53,l5]1
Ay < sbolally dlua¥y el L HLaeY) § sl b daall il LY
rdty U5 basly (alElly blall 3)la)g daSomdl wlalas s Jis pd9d
Sles sl A Ll #las by i o) ¢l e giige 2dnlay Ao ol @lu ST

-(r)%.-r—yby KARWYE

(v)Stewart, Jenny & Subramanian, Nava, (2010), “Internal audit

independence and objectivity: emerging research opportunities”,
Managerial Auditing Journal, Vol. 25 No. 4, 2010 pp. 330-332.

(v)International Standards for The Professional Practice of Internal
Auditing, (2017), Op., Cit., P. 3.
()Ibid, pp. 10-11.
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(o)Rose, A. M., Rosg, J. M., & Norman, C. S. (2013). “Is the objectivity
of internal audit compromised when the internal audit function is a

management training ground?” Accounting & Finance, Vol., 53,
No., 4, pp. 1006-1009.
L sl e dsolall (e sl (V)
- International Standards for the Professional Practice of Internal
Auditing, (2017), Op., Cit., pp. 1-9.
- Stewart, Jenny & Subramanian, Nava, (2010), Op., Cit. pp. 328-360.

- Rose, A. M., Rose, J. M., & Norman, C. S. (2013). Op., Cit.
pp. 1001-1019.
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(v)Available at https://uabonline.org/ar/event.
(v)International Standards for the Professional Practice of Internal
Auditing, (2017), Op., Cit,. pp.10-11.
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(1)1bid. pp. 14-16.
(v)Ibid. pp. 16-17.
(¢)Ibid. pp. 17 — 20.
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(1)Ibid. p. 20,
(v)1bid, pp. 1-25.
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(v)Aldhizer 111, G. R., Cashell, J. D., & Martin, D. R. (2003)., “Internal
audit outsourcing”. The CPA Journal, Vol., 73, No., 8, p. 58.
(v)Carey, P., Subramaniam, N., & Ching, K. C. W. (2006). “Internal

audit outsourcing in Australia.” Accounting & Finance, Vol., 46,
No. 1, p. 14.

(rJAmarajeewa, H. G. L. N., & Bandara, A. A. D. P. (2015). “The

Determinants Affecting on Outsourcing of Internal Audit Function:
Finance Companies Special Reference to Kandy Urban Area”.
International Research Symposium, pp., 129.

(¢)Barac, Karin; Motubatse, (2009), “Internal audit outsourcing

practices in South Africa”, African Journal of Business
Management, VVol.3 (13), pp. 969-979.

(o)Sharma; Subramaniam (2005), “Outsourcing of internal audit
services in Australian firms: Some preliminary evidence”, Asian

YW )



YoYY b (g pially pelidl ckal 2a5¥ Anely — 5ylaxid] OIS pllad! dcalal! Al

sbew] J S8l geas A Jslgall s PMaza¥ly 3392l Jslye ooF JI pand!
Mol jslal Als 101 Zas 1) 2
Aadsg sl it seas ANl Jslsadl parsls (o Sas pids Lo e sling
D2 S oliadl & s yslial Zan Ll
ondladl ol ! a3 3,15%1 a5 alassl -
Byleay BelaS (695 crazlye ) zlizd Aol dands old Jouad sLadll lial -¥
e
s 10 Zam L B3> et 8 ByloY) Bty Y
sl sl Glee 2005 aas -¢
AS 4! x> Lls -0
S d) | ka1 i |l i | | e it i o O/
o gl el gL
(a4 S pw > e JSTL A laglaill wal (o 4aSgal dal
Laluad il udos olassy coslaatlly el YL sLaglly (5laY daly 1Sy
831 e Joad b Jilwwg (1o 85895 Lo J] A8LSYL s golinzdly (gsld JSdn

academy of Management Journal of Accounting and Finance, Vol.
1) pp'- 35'36.

(1) Hgln, Amarajeewa; Bandara, (2015), “The Determinants Affecting

on Outsourcing of Internal Audit Function: Finance Companies
Special Reference to Kandy Urban Area”, IOSR Journal of Business
and management, vol. 19 (5), pp: 125- 131

Al gl o dasolisal! o il ()
- Amarajeewa, H. G. L. N.; Bandara, A. A. D. P. (2015), Op., cit., pp.
125-131.
- Scarlata, A. N., Garven, S., Vagner, B.; Bahmanziari, T., (2019),
Op., cit., pp. 53-54.
- Barac, Karin & Motubatse, (2009), Op., cit., pp. 969-979.
- Sharma & Subramaniam (2005), Op., cit., pp. 33-52.
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(\)OECD, O. (2004). The OECD principles of corporate governance,
(216), Op. Cit. p. 15.
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(y)Fawzy, S. (2003). “Assessment of corporate governance in Egypt”,

(Working Paper No. 82). The Egyptian Centre for Economic
Studies, Cairo, Egypt, p. 29.

(v)Hermanson, D. R.; Rittenberg, L. E., (2003), “Internal audit and
organizational governance”, Research opportunities in internal
auditing, Vol. 1, No. 1, p. 37.

oo gzl Al Glsly sl aelss s (Y- 1Y) cugilall cacalmall Asaadl 2udl ()

 http://www.socpa-org.sa/rule/index-htm

(¢)Stephen & Others, (2008), “Internal Auditors Evaluation of Fraud
Factors in Planning an Audit: The Importance of Audit Committee
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Quality and Management Incentives”, International Journal of
Auditing Vol. 12, p. 197

Bz (A @ sl (@Silly JUI tarl) s Tl e (Y1) Lo und w5 ()

o a2 e il Ayl ahley! (1-v) ol
 https://www.albayan.ae/economy/2003-05-18-1.1242731

(v)Abdullah, Razimah, (2017), “Audit committees' involvement and the

effects of quality in the Internal audit function on corporate
governance”, John Wiley & Sons Ltd, no.22, p. 390.
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(\)Saaty, Tomath L., G. Vargas, (2001), “Models, Methods, Concepts

& Applications of the Analytic Hierarchy Process”, International
Series in Operations Research & Management Science, Vol. 175,
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