Overview of Contents I

Overview of Contents

OVEIVIEW OF CONLENLS ......oooveeieririeriiiitieeitereeesraeteeseesseressessaeseessastessessessssseassessessanes I
TabIE Of CONLENLS .....ooveuieeeeireetieiiieeieecteie et et e et e e earesbesesses s ena e e teeessessenaesnsesesean 11
LiSt Of FIQUIES ....coooiueiiiiiiitcitnr ettt aras st essescsssss s senas VII
LSt OF TADIES ....vviveeiiertieiit e eeeees e eeve st e et ne e esaseasesaess e e arsasessseensnsnsens VIII
LiSt Of ADDIEVIAtIONS .....c.evvvierierieiercveiirerrieeee et tsie e s s st besasss e sebenee s X1

Abstract

1 Introduction
1.1 Motivation and Background
1.2 Current State of Knowledge
1.3 Research Gap and Objective
1.4 Scope....occeeeeriicnereseereieneens

1.5 Scientific POSItIONING.........c.cceocveicriiiirieeeieecre e e
1.6 Structure of This Thesis .........cooveremiiieeieeirr e

2 Theoretical Foundations
2.1 Key Concepts and Regulatory Framework ............cccccevvcrnnecnneenrisinecenens 24
2.2 Internal Auditing in Risk Management and Control...............ccccococeenee. 42
2.3 Internal Audit OTganiZation ........cccceceemeniiierireeinreencoeereenesersressensereernened 64
2.4 Internal Audit PErCePHioN .........ccccevveveremieniiieiieeiereerereereeesiesiec e seeeeaeaees 74
2.5 Internal Audit EXPECtations .........cccocvvevirrenurieerercreenererconenmeesnrisneaescsens 83
2.6 SUIMMALY ..ovorrieiineeeirisnscsseessssesseeesesestebesaeseae st seesessessasesesssasenreseaessass 91

3 Research Design 93
3.1 ReSearch Strategy ......ccceeveueierireeeeeereeirtserinee e seebeste e estaeeeennaenes 93
3.2 Research Questions and Hypotheses ............ccccovviimniviniiiiiniccniencinnd 97
3.3 Methodological APProach ..........ccceeeereeeeimmnneciveeerirererreeesecne e 116
34 SUMIMIAIY weovoviiieieiieiete et cvevsee et ete e sbssseesese s e ebenesassasasastesaserennine 132

4 Empirical Findings 135
4.1 Response Rate and Demographics........co.oocmveveeeerernneeecnoneeeneecae 135
4.2 Internal Auditing in Risk Management and Control.............ccccccceuruncnne. 148
4.3 Internal Audit OTZamization ..........cccoceeerreemreecinieereresrreestninneeveeseesnenes 158
4.4 Internal Audit PEerception ...........cocccoreerermmiminnnceereinrenecreneerieseccsonnecnns 186
4.5 Internal Audit EXpectations .......ccccccoemumriinrnieneesecrerceererencnssserssenmacens 205
4.6 Outlook

4.7 Summary

5 Concluding Remarks
5.1 LAMIEALIONS c.vtiuviivieriirieeneeereeeesietesaeereeseesttesaesaesesaesseeseeasensesueseesstensesressees
5.2 Future Research and Critical Reflection
5.3 CONCIUSION ...ttt ettt saeb e er e be e s e teenrebe s rearesrneanan

List of References
List of Materials
Appendix

Kyburz, Adrian 1986- (DE-588)1114825832 Verfasser autigitalisiert durch
Internal auditing in Switzerland IDS Basel/Bern, im Auftrag der
Schweizerischen Nationalbibliothek



Table of Contents I

Table of Contents

OVErVIEW Of CONLENTS......cocoviiriiiiiieiee e rrsreesre st ere s estste et ssteebe s e sssesbevbereasbsasesns |
Table Of CONLENLS ......c.coveerieeiiii it sre st e e st snen e s e st eets e reeseeae s bennresanes i
List Of FIGUIES ....cueoveeiiierieieieiieinieie ettt sieie et st stestest st e sasse e sesses s ssenseseesemsesansans VII
List OF TABLES ..ottt ere s srs e s e seennan VIII
List Of ADBIeVIationsS ........ccueiuiciiiiii it cieise e tesveste et s ere s esnene e sresarares XI
ADBSITACE. ...ttt iieecrte e ertrestr e e et ersve e e e s e e e saeeste st ar e be s aenssessasbeserasasaesereren XIII
1 Introduction 1

1.1 Motivation and Background

1.2 Current State of Knowledge

1.3 Research Gap and Objective...
1.3.1  ReSEArch Gap.......cccoveeuiirircriiicie e cccnreenieisessesess et snse e e seasssenenaeas
1.3.2 Research ObJECtIVE. ......c.evveveerriirireeeeecniecceneriri e s sresereesssassesessesaenen 9

1.4 Scope ...occcevevrrncrrene

1.5 Scientific Positioning
1.5.1  System of SCIENCES.......ccovimiiiiiiiiiitiic e 13
1.5.2 Philosophy Of SCIENCE ....cccervrrriircirrrercccrcctrnree e seerctesseseseereeereneas 14
1.5.3  Organizational ThEOries .......c.vvieriinriiiiicrnie e enesnas

1.5.3.1 Overview..........

1.5.3.2 Agency Theory

1.5.3.3  Institutional ThEOTY......ccvevvcveereeimirrireeenreereeeenineveenressenens 19
1.5.3.4 Stakeholder ThEOTY .......cc.cceeiciiercenninrererereeeieerenteeeeie e 21
1.5.4 Implications for This StUAY......cccovevrvrerrerrrccmirrirrerne et 22

1.6 Structure of This Thesis
2 Theoretical Foundations

2.1 Key Concepts and Regulatory Framework...........cccccevevenenienienenneceeennnne 24
2.1.1 Understanding of the Key Concepts.......c..ccoucuvuremnicamennccnnericnneceennenns 24
2.1.1.1  Internal Auditing......c..cveoiieeniiiiirnernieenrcee e 24

2.1.1.2 Corporate Governance in Switzerland.............cccoeevenivenienancne 25

2.1.1.3 Internal Audit Stakeholders.........cccooomrevireneieireee e 28

2.1.2 Regulatory Framework for Swiss-based Organizations..............cocceeuveene. 30

2.1.2.1 Overview.........coceveererveennne.

2.1.2.2 Regulation in Switzerland

2.1.2.3 International Regulation with Cross-border Implications........... 35

2.1.2.4 Regulation by the Institute of Internal Auditors...........cccccnvreuene 39

2.1.3  Section SUMMATY .......ccccvreriverinierrennreeiescreeeieenresteessesassereseesssssseserssssenes 41

2.2 Internal Auditing in Risk Management and Control ............cccocoeinenecenien 42
2.2.1 The Three Lines of Defense Model...........ccccoooviinnnininncnnincccaes 42
2.2.2 Board and Audit COMMILLEE........c..oveerrmiecreierere e 44

2.2.2.1 Responsibilities



Table of Contents 1

2.3

24

25

2.2.2.2 Relationship to Internal Auditing............cocverueverreereeereccecrennnnne 45
2.2.2.3 Perceptions and Expectations of Internal Auditing.........c..c........ 47

2.2.3 Senior Management..........
2.2.3.1 Responsibilities
2.2.3.2 Relationship to Internal Auditing.............ccocvevverrecivenvereccnonnennae 49
2.2.3.3 Perception and Expectations of Internal Auditing ............cc....... 51

2.2.4 Internal CONLIOL ........ccevcuieremneerereitieints ettt een e seene e seeasenes
2.2.4.1 Purpose and Definition............c.ooiicinricnnnnrecerencencrecncennens
2.2.4.2 Internal Auditing and Internal Control....

2.2.5 RisSK MaNagemeENLt.......c.coccrreueremiiviieeriinrisisiintiinieseeeseesseeseesrsnessaeesnenseeseseene
2.2.5.1 Purpose and Definition...........coccvemiininrcccnmccnicninncccrncncerennns
2.2.5.2 Internal Auditing and Enterprise Risk Management................... 60

2.2.6 Internal AUditing.........cccereerermmiremoniiieeiine e eaces s 62
2.2.6.1 Responsibilities .......ooviveivmiiiiniiiiiesicerceccr e 62
2.2.6.2 Chief Audit EXECULIVE.....ccocuereiiimiiinieccerenestccrriereecseeneeeeneen 63

2.2.7  SeCtion SUMIMATY ....ccccocrieeremrerimreriieiiesioisisiseseeseseseesessesencesseesaeeeeomsessenees 64

Internal Audit Organization ............ccovveiniiiiciiinierenerr e 64

2.3.1 Internal Audit EXiSteNCe.....cccooconieiiiiiiiiiiiiiiicntee e 65

2.3.2 Internal Audit SIZE.....coooiimiviiiimiiirc e 67

2.3.3  Outsourcing AITaNZemMENtS.........c.ocvvevuirmireeiniiniiiiicn st 69
23.3.1 Types of AIrangements ..........cooeveviiiiierineieininecesessineens 69
2.3.3.2 ReguUIatioN ..ottt 70
2.3.3.3 Motives for Internal Audit Qutsourcing.........c..ccccereeereerrcrecrnnenen 72

2.3.4  SeCtion SUMIMATLY ..c.coccoverrieririeriieirisnsiese st ssas st 73

Internal Audit Perception...........cocccoeiiiiniiininniiiie e 74

2.4.1 INAEPENUENCE.....ooceirricrerereri ittt s 74

2.4.2 Objectivity and Management Training Ground.............cccoevvvreirmenninens 76
2.4.2.1  ODBJECtiVItY..icveerieereeriienietiieiice et 76
2.4.2.2 Management Training Ground...........c.occccorvmneiccnccneincnnenees 78

2.4.3 ProfessionaliSm .......c.cccoeevieiiieinimnieiicii e et 79

2.4.4  SECtioN SUIMIMATY .....ccooevuemirrecieiiiieiisiireiites et se s essmrons e st cbsaene 82

Internal Audit EXpectations ..........ccooomoeenicniiiinci e 83

2.5.1  SCOPE OF WOTK ....voeereerciereciereneririceie sttt et s ens 83
2.5.1.1 Internal Audit Engagements..........cooceoveeeenininecencnnacnmneencnnrinenees 83
2.5.1.2 Governance, Risk Management, and Control.......c...cc.occcoouennenes 84
2.5.1.3 Other Engagement ATeas.........c.ccoouviveremnmecrenernivnnnnenennesersesenes 85

2.5.2 Types of Services

2.53 EXPEctation Gap ........covvierieeniiriiieni ettt sesne s

2.5.4 Section Summary

2.6 SUINMALY .....vveuiiemiineieierineiericeearererecereesesasstesenesetesesesesesesmsesrecncennracae



Table of Contents v

3 Research Design
3.1 ReSEArch StrAtEZY ...cveeevveereiirieririietiiriecese st treatessiesestsaesessstesessnenesasseseanense
3.1.1 Cross-sectional and Longitudinal Research ..

3.1.2 Deduction and IndUCHON ...........c.oocrurreririiirceneiccre e
3.1.3 Quantitative and Qualitative Methods..........cccecooveocrnnncnnnnneccrnineee
3.1.4 Implications for This Study

3.2 Research Questions and Hypotheses

3.2.1 Main Research Question and Structure of Data Analysis ..............corerene 97
3.2.2 Internal Auditing in the Risk Management and Control Structure............. 99
3.2.3 Internal Audit Organization..............eceveeeverrsecmriseereneririescescesseeressinesesnens 100
3.2.3.1 Research Question regarding Internal Audit Organization....... 100
3.23.2 Internal Audit Size.......cooeeiveriveiiiniicer e 101
3.2.3.3 Internal Audit RESOUTCING.........c.cvrmimimiieeiriccrccceccreeeaes 106
3.2.3.4 Organizational Embedding...........ccccoocoiiviniiinnccicen 107
3.2.4 Internal Audit PErception............ccocverecneerrereererercneemsecscsnsseeesennas ....107
3.24.1 Research Question regarding Internal Audit Perception........... 107
3.24.2 Independence...........c.covcimiriciiiciicnee et 108
3.2.4.3 Objectivity and Use as a Management Training Ground..........109
3.2.4.4 ProfessionalisImL...........ccocvrerecueuiiieiemeiniircnceneieseeeceses e enenes 111
3.2.4.5 Overall Internal Audit Perception ............cccoceceeiniiiivcrcnnnnenenee. 113
3.2.5 Internal Audit Expectations.... . .
3,26 OUIOOK ...t ettt ettt anaas
3.3 Methodological APPrOACh ..........convirirerirrrescereonsaerineresseereseeressse i
3.3.1 Basic Structure of the Research Process .......c.occcecevenncnecccnvincnnennnne 116
3.3.2  Data ColleCtion .......c.ccecuueeceeieeireniecceeeesee et ee e cens e seee e 117
33210 Method ..ot 117
3.3.2.2 Target Population ...........cccoouenee. 118
3.3.2.3 Design and Development of the Questionnaire ........................ 121
3.3.2.4 Quality of the Research Instrument...........ccocevvevvrecvenerrrnnnne.
3.3.2.5 Administration of the Research Instrument
3.3.3  Data ANalySiS.....ccoooviioiecreeiieirinet it
3.3.3.1 Processing of the Data.......c..coovrimimeiiiiiiniiiiinnc e
3.3.3.2 Descriptive Procedures.. -
3.3.3.3  Inferential StatiStics.........cceorerermernriicicrccee s
3.3.3.4  Qualitative Content Analysis..........ccoccevviiinininiinciiniieninncnes
3.3.3.5 Unit and Item Nonresponse..
3.4 SUMMATY ....ooviviiieieniieeeerienietsiniestesses s s e sesessteasesesesassesssessssassessasssnssrenannnns

4 Empirical Findings
4.1 Response Rate and Demographics .............cccoeveeeceinrnenreeneeenseiree s,
4.1.1 Response Rate ..ottt




Table of Contents

42

43

44

4.5

4.1.2 Function of the Respondents
413 Firm SIZ€ .ot

4.1.4  INAUSHIY ..ottt e
4.1.5 Ownership StIUCIUTE. ........cocoiiiiiiiiiticre e
4.1.6 InternationaliZation...........ccoeeriviiiiiiii i
4.1.7 TTAMEMDEISHIP ..ococvvvvirieenreeriernesientrrsieesss s resernetseeneseseennsraeseessenes
Internal Auditing in Risk Management and Control ............cccoevuiieneenn. 148
4.2.1 Internal Auditing in the Risk Management and Control Structure........... 149
4.2.1.1 Design and Organization of Risk Management and Control .... 149
42.1.2 Relevance of Actors in Risk Management and Control............ 151
4.2.2 Contribution of Internal Auditing to Risk Management and Control ......154
4.2.3  SeCtion SUMIMATY ....ecvvuvreerereeerererreeasesteseesesneesssssiessssssssnessenonmmecsessenssseres 157
Internal Audit Organization .............cccccccevecninveciniennn 158
4.3.1 Internal AUdit SiZe........ccovveerciiieninrerccenere e 158
4.3.1.1 Internal Audit Size in Swiss-based Organizations.................... 159
43.1.2 Determinants of Internal Audit Size
4.3.2 Resourcing AITangements ..........ccceruemeueueeemmemmserenssisiss s sesseemnienneens
4.3.2.1 Firm- or Group-internal Resourcing......c...c..ccoooicvvvinnnnnnee 175
4.3.2.2 Outsourcing AIrangements.............cococereeiainsoninraressesnoseessennns 176
4.3.2.3  MOLIVES.....covceeeecriemrrcrrciirersiesesens et b s s 178
4.3.3 Organizational Embedding.............oooovviiiiiniiis 182
4.3.4 Section Summary ................
Internal Audit Perception
4.4.1 Independence.........oiiiiiiiiii e e
44.1.1 Internal Audit Independence Perception
4.4.1.2 Variability of the Internal Audit Independence Perception....... 189
4.42 Objectivity and Internal Auditing as a Management Training Ground....191
4.4.2.1 Internal Auditor Objectivity Perception.............cccoceviiceniiunnins 191
4.4.2.2 Variability of the Internal Auditor Objectivity Perception........ 194
4.4.3 ProfessionaliSm ...........occceevcmiiiiiiiiieincii s 197
4.43.1 Internal Audit Professionalism Perception.........c.cc.occevveennnnnne. 197
4.4.3.2 Variability of the Internal Audit Professionalism Perception....200
4.4.4 Overall Internal Audit Perception.............ccoooieeviienininciniicieceie, 201
4.4.4.1 Internal Audit Perception...........ccovceennminiiviineiienieinnienne 201
4.4.4.2 Variability of the Overall Internal Auditing Perception............ 203
4.4.5 Section SUIMMATY .......cccccemurirercciaiiiscererees e s
Internal Audit Expectations

4.5.1 Scope Of WOTK ...c.oovviiiiererertrircerc et s
4.5.1.1 Alignment of Internal Audit Stakeholders and Practitioners.....206
4.5.1.2 Determinants of the Scope of Work.........cccoocvvvviivniniiinns 210



Table of Contents A\t

4.6

4.7

5 Concluding Remarks

5.1

List of References.
List of Materials
Appendix

4.5.2 TYPES Of SEIVICES...cviririiiriririeeernresreie e cessasssrtreseseaeesesestsssmsessnasasions
4.5.3 Other Expectations
4.5.4 Section SUIMIMATIY .......cceverirrnreiirecriesentriressssconerseseseesearsaessesmeereresanesesin
OULIOOK ..ottt
4.6.1 Preliminary ElabOrations...........cc.cccovvreeiececoeereeueecereemrececstecescenencnensnns
4.6.2 Role and Contribution of Internal Auditing
4.6.2.1 Reputation and Value Added............cc.ococvmmrniiiicnnninneinnn.
4.6.2.2 Risk Orientation and Strategic Influence.........c.cccereevinieennnnn, 222
4.6.2.3 Consulting and Use as a Management Training Ground .......... 223

4.6.3 Internal Audit Resources
4.6.4 Stakeholder Relationship .
4.6.5 COOTdINALION.......ccueemceccmeieirenecrirer ettt st
4.6.6  SeCtion SUMMACY .....cccccorviviiieerimiiiiirseereiensse et asas
Summary

LAMMEALIONS ..o cveeriviireeeenesesessessaesssirssessssesbsesesesssssasassssssesssassnsesssessnrrsnsasrsne




	vtls001856808 [TOC]
	Inhalt
	Seite 1
	Seite 2
	Seite 3
	Seite 4
	Seite 5
	Seite 6



