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The Effects of Internal Audit Structure on Financial Transparency

Ali Thenaibat *

ABSTRACT

The study aimed at identifying the effects of internal audit structure on financial transparency, by studying
four cases including: the responsibility of the board of directors or the audit committee over the internal
audit function or outsourcing internal audit from the same external auditors or other external auditors. To
achieve the objectives of the study, a questionnaire was designed and administered to a sample of 100
external auditor and another of 100 of internal auditors. Descriptive statistics, One- sample Kolmogorov-
Smirnov, Mann-Whitney and Kruskal-Wallis were used to analyse the data. The conclusions of the study
showed that, from the view point of the internal auditors, there were no significant differences between the
various cases of the internal audit structure on the achievement of the financial transparency. On the other
hand, from the point view of the external auditors, the conclusions showed that there were significant
differences between the various cases of the internal audit structure on the achievement of the financial
transparency, and that the best case is when internal audit outsourced from other external auditors. The
external auditors assumed that this case may result in a high degree of financial transparency and internal
auditors assumed that it may result in a moderate degree of financial transparency. The study concluded by
many recommendations including the need for benefiting from external auditors' experience in performing
the internal audit function.
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