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ABSTRACT 

This study focuses on internal audit in Nigerian tax administration from both 
perspectives of efficiency and effectiveness which was not studied by previous 
researchers. The objectives of this study are: (i) to understand the internal audit 
inputs required for internal audit performance in Nigerian Federal Inland 
Revenue Service (FIRS); (ii) to understand the internal audit processes required 
for internal audit performance in FIRS; (iii) to understand the internal audit 
outputs required for internal audit performance in FIRS; (iv) to understand the 
internal audit outcomes required for internal audit performance in FIRS; and (v) 
to identify the strategies for mitigating the internal audit inefficiency and 
ineffectiveness in FIRS. This study employs a case study methodology to collect 
data from face-to-face interviews with 18 internal auditors and tax administrators 
of FIRS. Self-administered questionnaires were also distributed among 342 
taxpayers based in FIRS Headquarters in Abuja. The findings show that 
effective legislature, organizational policy, working condition, human and 
material resources, knowledge, qualification, skills, and approach are the basic 
requirements for internal audit efficiency. The study also reveals that internal 
auditing processes efficiency need committed, impartial and transparent 
auditors. Auditors with techniques, skills and effective qualities and good 
communication and writing skills are important for auditors’ efficiency in FIRS. 
FIRS should also focus on auditing key priorities and procedure induced auditing 
processes. The study indicates that internal auditors should provide strategic 
advice, report, and recommendations to the FIRS management. Furthermore, 
auditing outputs are impacting on auditing performance. The inefficiency and 
ineffectiveness of FIRS should be mitigated by providing adequate auditing 
resources from human and materials perspectives to meet the auditors' 
requirement. The policy implication of the study is that the FIRS can ensure 
efficient and effective internal audit performance by adopting the ‘Integrated 
Internal Audit Model’ to improve tax administration performance.  
 
Keywords: internal audit, performance, internal audit model, tax administration, 
Nigeria  
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ABSTRAK 

Kajian ini tertumpu kepada audit dalaman pentadbiran percukaian di Nigeria 
daripada perspektif kecekapan dan keberkesanan yang belum dikaji oleh para 
pengkaji sebelum ini. Objektif kajian ini adalah untuk: (i) memahami input audit 
dalaman yang diperlukan untuk prestasi audit dalaman di Federal Inland 
Revenue Service Nigeria (FIRS); (ii) memahami proses audit dalaman yang 
diperlukan untuk prestasi audit dalaman di FIRS; (iii) memahami output audit 
dalaman yang diperlukan untuk prestasi audit dalaman di FIRS; (iv) memahami 
hasil audit dalaman yang diperlukan untuk prestasi audit dalaman di FIRS; dan 
(v) mengenalpasti strategi-strategi untuk mengurangkan ketidakcekapan dan 
ketidakberkesanan audit dalaman di FIRS. Kajian ini mengunakan kajian kes 
melalui temubual dengan 18 orang juruaudit dalaman dan pentadbir percukaian 
serta soal selidik kepada 342 pembayar cukai di kawasan ibu pejabat FIRS di 
Abuja. Kajian menunjukkan badan perundangan yang berkesan, polisi 
organisasi, keadaan persekitaran kerja, sumber manusia dan bahan, ilmu 
pengetahuan, kelayakan, kemahiran dan pendekatan organisasi adalah 
keperluan asas untuk mencapai kecekapan audit dalaman. Kajian ini juga 
menunjukkan kecekapan dalam proses audit dalaman memerlukan juruaudit 
yang komited, adil dan telus. Selain itu, juruaudit yang mempunyai teknik, 
kemahiran, kualiti yang berkesan serta kemahiran berkomunikasi dan menulis 
juga penting untuk kecekapan audit di FIRS. FIRS juga perlu memberi perhatian 
kepada pengauditan mengikut keutamaan dan proses audit yang berasaskan 
prosedur. Kajian ini memaparkan bahawa juruaudit dalaman perlu memberikan 
nasihat strategik, laporan dan cadangan kepada pihak pengurusan FIRS. 
Seterusnya, kajian mendapati output pengauditan mempunyai kesan kepada 
prestasi pengauditan. Kajian ini juga menunjukkan bahawa ketidakcekapan dan 
ketidakberkesanan pentadbiran percukaian dapat dikurangkan dengan 
menyediakan sumber-sumber pengauditan yang cukup daripada perspektif 
sumber manusia dan bahan untuk memenuhi keperluan juruaudit. Kesan kajian 
ini dari sudut polisi menunjukkan prestasi audit dalaman yang cekap dan 
berkesan dapat dicapai oleh FIRS dengan menggunakan ‘Model Audit Dalaman 
Bersepadu’ (Integrated Internal Audit Model) untuk meningkatkan prestasi 
pentadbiran percukaian.  
 
Kata kunci: Audit dalaman, prestasi, model audit dalaman, pentadbiran percukaian, 
Nigeria 

  



Universlti Utara Malaysia 

 
 

vii 

ACKNOWLEDGEMENT 

Bismillahir Rahmanir Rahim. All praise be to Allah the master of all, and peace be 
upon his noble prophet Muhammad, and his house hold and to those who follow their 
foot print to the last day. Ya Allah am grateful for making this PhD study come to 
reality. 
 
Firstly, I would acknowledge and express my gratitude to my supervisor, Associate 
Professor Dr. Muzainah Mansor, for her kindness, guide, commitment, and advice to 
see the success of this difficult journey. Also, I wish to appreciate my examiners, 
Associate Professor Dr. Hijattullah Abdul Jabbar and Associate Professor Dr. 
Zuraeda Ibrahim for their suggestions and comments.   
 
My appreciation also goes to the Universiti Utara Malaysia who offered me an 
opportunity to attain this highest academic degree. Furthermore, my special gratitude 
to the management of Gombe State University Nigeria, for approving me a study 
fellowship to pursue the Ph.D. study. I acknowledge your efforts all.  
 
Am short of words to express my gratitude and heart felling to my wife, Sa’adatu and 
all my children Khadijat, Muhammad, and Zainab whose their patience, love, 
understanding, and sacrifice encouraged me throughout the studies. Also, my 
appreciation goes to my parents, Alhaji Gurama (late) and Hajja Zainabu for their 
upbringing, caring, endurance, prayers, and support from my childhood to the present 
time. May Allah continue to bless and have mercy upon you. 
 
Finally, I appreciate the encouragement and support from Dr. AU Gurama, Alhaji 
Adamu Gurama, and Nasiru Musa. Also, I wish to thank all who contributed directly 
or indirectly to the success of this study. Thank you all. 
 

 

  



Universlti Utara Malaysia 

 
 

viii 

TABLE OF CONTENTS 

TITLE PAGE                                                                                                               i 
CERTIFICATION OF THESIS ii 
PERMISSION TO USE iv 
ABSTRACT v 
ABSTRAK vi 
ACKNOWLEDGEMENT vii 
TABLE OF CONTENTS viii 
LIST OF TABLES xi 
LIST OF FIGURES xii 

CHAPTER ONE INTRODUCTION 1 
1.1      Introduction 1 
1.2      Background of the Study 1 
1.3      Problem Statement 6 
1.4      Research Questions 12 
1.5      Research Objectives 13 
1.6      Scope of the Study 13 
1.7      Significant of the Study 14 

1.7.1    Theoretical Contribution 14 
1.7.2    Practical Contribution 15 
1.7.3    Methodological Contribution 16 

1.8      Organization of the Thesis 17 

CHAPTER TWO LITERATURE REVIEW 19 
2.1      Introduction 19 
2.2      The Concept of Internal Audit 19 
2.3      Internal Audit and the Concept of 3Es 24 
2.4      Internal Audit Efficiency 28 
2.5      Internal Audit Effectiveness 31 
2.6      Internal Audit Effectiveness in Public Institutions 35 
2.7      Overview of Federal Inland Revenue Service of Nigeria Internal Audit      

Department 46 
2.7.1    Internal Audit Charter of the FIRS 47 
2.7.2    Internal Audit Functions, Policies and Procedures of the FIRS 48 
2.7.3    Internal Audit Approach of the FIRS 49 

2.8      Internal Audit Models 50 
2.8.1    Centralized Model 51 
2.8.2    Decentralized Model 52 
2.8.3    Process-Based Models 52 

2.9      Underlining Theories 64 
2.9.1    Performance Indicators Theory 65 
2.9.2    Governance Theory 68 

2.10     Chapter Summary 71 

CHAPTER THREE MODEL DEVELOPMENT 73 
3.1      Introduction 73 
3.2      Conceptual Model for Internal Audit in Tax Administration 73 
3.3      Integrated Internal Audit Model Components 78 

3.3.1    Internal Audit Input 79 



Universlti Utara Malaysia 

 
 

ix 

3.3.2    Internal Audit Process 84 
3.3.3    Internal Audit Output 87 
3.3.4    Internal Audit Outcome 88 

3.4      Chapter Summary 90 

CHAPTER FOUR RESEARCH METHODOLOGY 91 
4.1      Introduction 91 
4.2      Philosophical Assumption 91 

4.2.1    Ontological Assumption 92 
4.2.2    Epistemological Assumption 92 
4.2.3    Axiological Assumption 93 
4.2.4    Rhetorical Assumption 94 
4.2.5    Methodological Assumption 94 

4.3      Case Study Methodology 94 
4.4      Methods of Data Collection 96 

4.4.1    Documentary Study 98 
4.4.2    Face-to-Face Interview 101 
4.4.3    Survey Questionnaire 104 

4.5      Methods of Data Analysis 106 
4.6      Validity and Reliability 107 
4.7      Chapter Summary 109 

CHAPTER FIVE RESULT OF THE CASE STUDY 111 
5.1      Introduction 111 
5.2      Participants and Respondents Rate 111 
5.3      Demographic Information of the Participants and Respondents 113 
5.4      Result of the Integrated Internal Audit Model 118 
5.5      Inputs 118 

5.5.1    Strategy Inputs 119 
5.5.2    Environment Inputs 124 
5.5.3    Competency Inputs 134 
5.5.4    History Inputs 146 

5.6      Processes 155 
5.6.1    Planning Processes 155 
5.6.2    Performing Processes 161 
5.6.3    Communication Processes 170 
5.6.4    Monitoring Processes 177 

5.7      Outputs 186 
5.7.1    Strategic Advice 187 
5.7.2    Report 194 
5.7.3    Recommendations 201 

5.8      Outcomes 208 
5.8.1    Internal Audit Outcomes 208 
5.8.2    Outcomes from Taxpayers’ Perspectives 225 

5.9      Chapter Summary 230 

CHAPTER SIX  DISCUSSION 231 
6.1      Introduction 231 
6.2      The Study Main Objective 231 

6.2.1    Internal Audit Inputs for Efficient Performance 237 
6.2.2    Internal Audit Process for Efficient Performance 246 



Universlti Utara Malaysia 

 
 

x 

6.2.3    Internal Audit Outputs for Efficient Performance 256 
6.2.4    Internal Audit Outcomes for Effective Performance 265 
6.2.5    Mitigating Internal Audit Inefficiency and Ineffectiveness 272 

6.3      Chapter Summary 282 

CHAPTER SEVEN CONCLUSION 283 
7.1      Introduction 283 
7.2      The Research Contributions 283 

7.2.1    Theoretical Contribution 283 
7.2.2.   Methodological Contribution 287 
7.2.3    Policy and Practical Contributions 287 

7.3      Limitation of the Study 289 
7.4      Recommendation for Further Research 290 
7.5      Conclusion 291 

REFERENCES 294 
 
  



Universlti Utara Malaysia 

 
 

xi 

LIST OF TABLES 

Table 5.1 Participants and Responses Rate    112 
Table 5.2 Demographic Information of the Interview Participants 114 
Table 5.3 Demographic Information of the Survey Respondents 116 
Table 5.4 Statistical Summary of the Taxpayers’ Outcome   227 
 

  



Universlti Utara Malaysia 

 
 

xii 

LIST OF FIGURES 

Figure 2.1 Internal Audit Maturity Model       54 
Figure 2.2 Internal Audit Balanced Scorecard Model    57 
Figure 2.3 Internal Audit Input, Process and Output Model  60 
Figure 2.4 Internal Audit Program Logic Based Model   62 
Figure 3.1 Proposed Integrated Internal Audit Model for Tax  

Administration      77 
Figure 6.1 Integrated Internal Audit Effectiveness Model for Tax  

Administration       233 
Figure 6.2 Internal Audit Inputs                                    237 
Figure 6.3 Internal Audit Processes                    246 
Figure 6.4 Internal Audit Outputs                    257 
Figure 6.5 Internal Audit Outcomes                             266 
 

  



Universlti Utara Malaysia 

 
 

xiii 

LIST OF APPENDICES 

Appendix A Analysis of the Tax Administration Performance  330 
Appendix B Sample of Internal Audit and Tax Administration  

Interview Protocol      331 
Appendix C Sample of Taxpayers Questionnaire    338 
Appendix D Research Models Generated from Nvivo   342 
Appendix E Organizational Structure of the FIRS    362 
Appendix F Sample of Data Collection Covering Letter from UUM  

and GSU        367 
Appendix G    Ranking on Taxpayers Survey Responses                              370 
Appendix H Geographical Map of the 36 Nigerian States and the FCT 372 
 
  



Universlti Utara Malaysia 

 
 

xiv 

LIST OF ABBREVIATIONS 

3Es Economy Efficiency and Effectiveness 
ACA Associate Chartered Accountant 
ANAN     Association of National Accountant of Nigeria 
CNA        Certified National Accountant  
CBN        Central Bank of Nigeria 
CISA        Certified Information System Auditor 
CIT           Company Income Tax 
CITN        Chartered Institute of Taxation of Nigeria 
CGT         Capital Gain Tax 
CTRL       Compendium of Taxes and Related Laws 
ET             Educational Tax 
FCT          Federal Capital Territory 
FCSC        Federal Civil Service Commission 
FIRS         Federal Inland Revenue Service 
HND         Higher National Diploma 
GIS           Gas Income Tax 
GSU          Gombe State University 
IAD           Internal Audit Department 
IARB         Internal Audit Regulatory Body 
ICAN         Institute of Chartered Accountant of Nigeria 
IIA             Institute of Internal Audit 
IIAA          Institute of Internal Audit Australia 
ISPPIA      International Standard for the Professional Practice of Internal Auditing 
KPI            Key Performance Indicators 
NCE           National Certificate on Education 
NCS           Nigeria Custom Service 
NIIA           Nigerian Institute of Internal Auditors 
NITDF        National Information Technology Development Fund 
NPA           Nigeria Port Authority 
OECD         Organization for Economic Co-operation and Development 
PI                Performance Indicators 
PIT             Personal Income Tax 
PL               Preoperational Levy 
PPT             Petroleum Profit Tax 
SMART      Specific Measurable Achievable Rewardable and Timely 
SPSS           Special Package for Social Sciences 
TIN             Tax Identification Number 
UUM          Universiti Utara Malaysia 
VAT           Value Added Tax 

 



Universlti Utara Malaysia 

 
 

1 

CHAPTER ONE 

INTRODUCTION 

1.1      Introduction 

Internal audit is a unit or department in an organization purposely for evaluating the 

organization efficiency in using its resources effectively. Internal audit practice cuts 

across all sectors in both private and public in developed and developing economies. 

In this chapter, background of the study and problem statement of internal audit 

efficiency and effectiveness was discussed. The chapter further highlights the 

research questions, research objectives and scope of the study as well as significance 

of the study. Finally, the organization of the thesis was also explained.  

 

1.2      Background of the Study 

Internal auditing is a process set up to evaluate the accomplishment of organizational 

objectives systematically, and a discipline approach to assess and improve the 

governance and internal control of organization processes effectively (Pitt, 2014). 

According to the Institute of Internal Auditors (IIA, 2013a), internal auditing is an 

independent, objective assertion and consulting process designed to improve and add 

value to an organization’s operational activities. Effective internal audit is required 

for meeting the organizational expected outcome by accomplishing its objective and 

improving the internal control and governance (IIA, 2013a).  

 

Internal audit function is systematically designed to work and add values to the 

audited system efficiency and effectiveness of an organization at large. Enofe, 

Mgbame, Osa-Erhabor and Ehiorobo (2013) and Mihret and Yismaw (2007) 

postulate that if efficient and effective internal audit is maintained in an organization, 
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it would greatly improve the efficiency of an organization’s operational performance 

towards effectiveness of the administration outputs. Accordingly, there are three 

main parties in the internal auditing process i.e. the auditees, the auditors, and the 

administrative or management team (Ma’ayan & Carmeli, 2016). 

 

The auditees are the organizational employees who are responsible for implementing 

rules, procedures and processes to achieve the established objectives of the 

organization. The auditors are those responsible for evaluating the auditees’ 

performances, efficiency of internal control, and efficiency of the whole system and 

report to the top management for corrections where necessary. The administrative or 

management team are the organizational leaders that are coordinating and managing 

the organization resources both human and material to achieve its objectives and 

goals (Taiwo, Adebayo & Unam, 2016; Arena & Azzone, 2009). 

 

Generally, internal audit is a practice both in public and private institutions as a 

means to evaluate the efficiency of the input and the process involved in 

accomplishing organizational objective and to determine effectiveness of 

administration’s output (Mihret & Yismaw, 2007; Goodwin, 2004). In addition, 

Mihret and Yismaw (2007) state that effectiveness of internal audit in public sector 

is to evaluate the extent by which services are efficiently and effectively delivered; 

statute and frameworks are equally followed and the motive that could lead to 

administration improvement and fully implementing the output effectiveness. 

 

Mihret and Yismaw (2007) and Jenny (2004) highlighted two reasons that 

differentiated public and private sectors internal audit. Firstly, public agencies are 



Universlti Utara Malaysia 

 
 

3 

not profit oriented.  Secondly, public sector agencies are working under a 

coordinated structure provided by legislature. For instance, in public sector, agencies 

operate within a specified solid framework where activities are being authorized by 

statute. The activities are for example the required inputs of human and materials, 

processes involving evaluating, detecting, improving governance, risk management 

and output that would add value to the organization (Pitt, 2014). In addition, public 

institutions are usually services-oriented provided by the government to the people; 

looking after little or no profit in connection with cost factor issues (Dittenhofer, 

2001).  

 

Taiwo et al. (2016) and Malan (1991) identify two types of internal audit that are 

connected to the public sector: performance or value for money audits and financial 

connected audits. The former examines the degree in which public resources are 

being utilised by a public agency to achieve its objectives. Ma’ayan and Carmeli 

(2016) and Alzeban and Sawan (2013) state that performance or value for money 

audits concentrates on whether the public resources are efficiently used, processes 

are adequately followed and outputs are highly productive. 

 

Conversely, the financial connected audit is designed to add credibility and 

affirmation of the organization management about the true view of their financial 

statement position together with the organization performance (Arel, Beaudoin, & 

Cianci, 2012). The financial connected audit is predominantly carried out in private 

organizations, i.e. organizations that are initially profit oriented.  
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However, in some developing countries, fraud and corruption in public institutions is 

proficient in an environment where there is a fiscal and administrative laxity (Eze, 

2016). In the case of tax administration, internal audit would be effective when the 

primary objective of the tax administration in generating tax revenue is achieved by 

collective effort of the tax officers and tax administrators. Tax officers and 

administrators collective effort would be incompetent if they do not understand their 

required duties, responsibilities and actions. Badara (2012) argued that effective tax 

administration is one that adheres to the tax framework, standard, procedures, 

process, principles and policies that are connected to statute establishing the tax 

administration.   

 

Internal audit in tax administration is a vital operational process for ascertaining the 

tax administration efficiency and improved tax collection and tax administration 

effectiveness (Badara, 2012). Prince and Obi (2014) contented that auditing function 

on its own, is an indispensable part in tax administration and tax system whose main 

purpose is to disclose deviations against the accepted standards, processes, abuses of 

the principle of legitimacy and efficiency and effectiveness in collecting and 

administering tax revenues.  

 

In Nigeria, the Federal Inland Revenue Service (FIRS) is a supreme body for tax 

administration and a statutory organization that is established based on the FIRS 

ACT No. 3, 2007. The Act states that FIRS is an autonomous body with 

Headquarters at Abuja, which is the Nigeria’s capital city and is responsible for 

administering tax revenues to the Nigerian government. Revenues being collected 

include: personal income tax, company income tax, petroleum profit tax, value added 
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tax, capital gain tax, stamp duty for corporate entities and withholding tax of 

companies (Okauru, 2012). The recent FIRS organizational structure is based on six 

groups with departments and units (FIRS, 2015).   

 

Internal audit is one of these departments whose mandate  is to identify and assess 

the extent of inherent risk in the tax administration, value for money audit, internal 

control appraisal and ensuring loopholes in the FIRS operational system are detected 

and highlighted quickly and operational process efficiency is emulated (Okauru, 

2012). A reliable internal auditing in tax administration is anticipated to provide a 

robust mechanism that could contribute to the efficiency and effectiveness of the tax 

administration performance (Biber, 2010).  

 

The importance of internal audit has resulted in various internal audit models 

provided in the literature such as maturity model and programme logic-based model, 

input, process, output model, and balance scorecard model (see, for example, Pitt, 

2014; Ridley & Chambers, 1998; Frigo, 2002). However, none of these models have 

been empirically tested in tax administration. Therefore, this study attempted to 

improve and empirically test the internal audit model in a tax administration. 

 

This study aimed at understanding the internal audit practices in tax administration in 

Nigeria and empirically tests a model for internal audit performance. To the best of 

the available literature, there is no published research in this area focusing 

specifically on internal audit model in tax administration and investigating the 

practice of internal audit in terms of input, process, output and outcome that will 
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determine the performance of tax administration. Thus, the present study attempted 

to fill this gap. 

 

1.3      Problem Statement  

In Nigeria, several efforts (for example, 1978, 1991 and 2007 tax revenue collection 

and administration reforms)1 have been established to boost tax administration and 

collection. But, the Nigerian tax administration is still affected with lack of essential 

materials needed to carry out its primary function efficiently and effectively (Prince 

& Obi, 2014). The essential resources required for effective tax administration which 

are still lacking in Nigeria include adequate inputs, efficient processes, honest tax 

personnel, effective output and sufficient tax administration strategy (Badara, 2012).  

 

Lack of necessary inputs and processes have incapacitated the tax administration 

towards achieving its objectives and consequently affected government revenues. 

Odia (2014) argues that lack of audit efficiency and effectiveness and frauds in some 

Nigerian public sector organizations have submerged the country into an operational 

misconduct due to lack of effective organizational outputs and inadequate 

independence of auditing institutions. 

 

Odusola (2006) states that, in Nigeria there is no clear structure of input and process 

in tax administration.  For example, there is no clear defined task for tax employees. 

Moreover, staff recruitments are not based on their educational background, skills 

and experience, which directly affect the performance of the tax collection (Ogbonna 

& Appah, 2012; Odusola, 2006). Therefore, tax laws and regulations regarding tax 

 
1For more details on some of the reforms of Nigerian tax system, refer to the work of Okauru (2012), 
Somorin (2010), and Odusola (2006). 
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employees’ tasks, recruitments, and administrative processes periodically needed to 

be highlighted and reviewed for efficient and effective tax administration (Odusola, 

2006).  

 

Lack of clearly defined responsibility would also affect the employees’ performance 

and the tax administration’s output which at the end renders the tax administration 

inefficient and ineffective. Tax administration inputs would determine the processes 

involved in promoting the system’s efficiency and this would quantify the output and 

the impacts it has on the organization’s objectives. Rakner and Gloppen (2003) 

observe that modern tax administrations should have a clearly  defined strategies that 

would link their main operational functions to improve audit process, revenue 

collection, service delivery, audit coverage and quality efficiency that improve the 

tax administration effectiveness. 

 

Studies by Ladi and Henry (2015), Adekoya (2015) and James (2014) show that 

inefficient processes, weak enforcement, operational fraud and ineffective tax 

administration outcome are the problems and key challenges that are undermining 

efficient revenue collection and tax administration. Enofe et al. (2013) argues that 

generally, internal auditors in Nigerian public or statutory sector are not discharging 

their audit responsibility with all degree of technical expertise and professionalism as 

anticipated by the society due to inefficient process and ineffective outcome. The 

problem has widely led to the spread of operational fraud, inefficiency and 

ineffectiveness in public institutions in the country (Odia, 2014). 
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The responsibility of internal audit in tax administration is to evaluate the tax input, 

process and output and also to detect weaknesses and report to the tax administrators 

for correction. Abata (2014) points out that in Nigeria, over the years (2006-2013), 

the tax revenue collected has not been stable due to the low tax arrears collected, 

inadequate processing of audited cases, inefficient tax process, low or little tax 

declaration process. In this case, effective internal audit would assist tax 

administration in highlighting the key areas that need to be improved by considering 

the required inputs and processes that would enhance the tax administration outputs 

and outcomes. 

 

Internal audit inefficiency in terms of processes affects the outputs and outcomes of 

the tax administration. This would make the tax administration perform below the 

expectation.  Ifere et al. (2014) states that the Nigerian tax administration output is 

below the level of 45% of all the anticipated government revenue i.e. the total tax 

revenue collected in proportion to the government total income. In addition, the 

Central Bank of Nigeria (CBN, 2015) shows that the total collection (output) of the 

tax administration for the year 2015 was only 29.04% of the total national revenue. 

This problem indicates that the internal audit of tax administration is still inefficient 

and ineffective in improving the tax system. It also highlights that Nigerian tax 

administration is performing below the expectation and need to be improved in terms 

of internal control and governance through its internal auditing function2. 

 

Ogbonna and Appah (2012) explain that, despite the huge amount incurred on the 

Nigerian’s tax administration expenses, the tax collection remains insignificant and 
 

2 The performance of tax administration is very low in 2015, 2016, and 2017 with a backdrop of tax 
collected with 20.59%, 42.14%, and 36.99% respectively. Refer to the appendix ‘A’ for the analysis 
of the tax collection from the year 2010 to 2017 by the FIRS. 
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worrisome. This shows the inability and inefficiency of the tax administration 

internal audit to evaluate the tax administration performance efficiently and provides 

strategies for improving internal control and effective governance measures that 

could improve the overall tax system. Inefficient and Ineffective internal audit in an 

organization can lead to poor governance and may also stimulate unethical manners, 

standard and overall organizational fraud (Odia, 2016). 

 

Badara (2012) and Ladi and Henry (2015) state that Nigerian tax administration 

needs to maintain the ethical standard in their operational process for efficient tax 

process and effective outcome. The ethical standard that a tax administration would 

adhere to should include equity, efficiency, accountability, transparency and due 

process in order to increase the tax revenue collection. Tax administration that lacks 

accountability, transparency and ethical standard would not be competent enough to 

achieve its objectives and hence its output would lose credibility. The situation might 

lead to a position that taxpayers could not certainly identify the impact of their tax 

payment, hence results in high level of tax evaders who see no reason for continued 

compliance (Abiola & Asiweh, 2012).  

 

Micah, Ebere and Umobong (2012) argue that inefficient and unclear process in tax 

administration would lead to corruption and weaken the tax administration, thus, 

reducing the productivity of tax collection. The situation would also incapacitate the 

tax administration functions and ability to perform well according to standard and 

ethical consideration. Klaver (2012) adds that operational fraud (corruption), 

inefficient process and lack of significant output are among factors that are 

restricting the performance of internal audit department in many public sector 
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institutions in Nigeria. The assertions stress the problems of internal audit 

inefficiency and lack of accountability in undermining the effort of public or 

statutory institutions in the country among which tax administration is not in 

exception.  

 

In Nigeria and in other Sub-Saharan African countries, efficient and effective tax 

administration with effective internal control that is able to improve the efficiency of 

revenue generation has been a substantial problem that is not sufficiently addressed 

(Abiola & Asiweh, 2012). Therefore, efficient and effective internal audit in tax 

administration is a necessary strategy required to facilitate the input, process and 

output of a tax administration and improve tax revenue collection.  

 

Biber (2010) argues that efficient and effective tax administration is the 

administration where the weaknesses of processes and outputs are internally detected 

through effective audit assessment and provided solutions. This shows the 

significance of efficient and effective internal audit in tax administration and the 

impact of the internal audit in detecting, developing and improving strategies that 

would increase performance of tax administration. With efficient input, process and 

output of internal audit, tax administration would be capable of performing within its 

expected mandate and achieving its outcome in terms of its mission and objectives. 

 

Okauru (2012) argued that among the fiscal operations and policy problems of FIRS 

administration is inefficiency of internal audit to identify risk, value for money, 

resource management and often priorities misplacement. These problems lead to 
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poor performance, misappropriation and less effectiveness of the resources allocated 

and not harnessing the potentiality and productivity of the FIRS effectively.  

 

Consequently, in FIRS, the internal audit department used Key Performance 

Indicators (KPI) and specifically SMART approach in performing auditing function. 

The SMART (Specific Measurable Achievable Rewardable and Timely) approach is 

used to evaluate the internal auditors performance and other departments, units and 

system in the FIRS (Okauru, 2012). However, the approach does not clearly explain 

the internal audit input, process, output and outcome required to increase auditing 

performance and proficiency.  

 

Therefore, from the above discussed problems, selecting FIRS in Nigeria as a case 

study is due to the fact that, inadequate revenue generation for Nigerian government 

is affecting the performance of government activities as well as social and 

infrastructural development of the country. In addition, Nigeria is a developing 

country that required efficient and effective revenue generation to meet the demand 

of it growing populace proficiently (Abata, 2014). That would be achieved by 

improving the performance of the tax administration through enhancing the 

efficiency and effectiveness of the internal audit performance. That is, there is a need 

for strengthening the tax administration capabilities to meet the required revenues 

needed by the government and the country prosperity at large. 

 

This study therefore, sought to understand the required inputs, processes, outputs and 

outcomes of internal audit in improving tax administration efficiency and 

effectiveness. However, not much had been empirically offered by the literature, if 
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not at all, on efficiency and effectiveness of internal audit in Nigerian tax 

administration and how internal audit functions would improve tax administration 

efficiency and effectiveness. Confronting the problem of efficient and effective 

internal audit requires identifying and understanding the internal audit input, 

processes, outputs and outcomes to enable the policies to be directed towards 

efficient and effective tax administration. Thus, the purpose of this study is to 

develop a model for internal audit efficiency and effectiveness in Nigerian tax 

administration by examining the inputs, processes, outputs, and outcomes required 

by auditors in FIRS. To achieve this goal, the study used performance theory and 

governance theory which was not previously used to understand the efficiency and 

effectiveness of internal audit performance (see Section 1.7.1). That is, this study 

used these two theories to understand the required human and material auditing 

resources that could enhance audit efficiency and effectiveness in FIRS. The next 

section provides the research questions of this study. 

 

1.4      Research Questions 

The following questions were established to achieve the aim of this study: 

1. How the internal audit inputs explain the internal audit performance in FIRS? 

2. How the internal audit processes explain the internal audit performance in FIRS? 

3. How the internal audit outputs explain the internal audit performance in FIRS? 

4. How the internal audit outcomes explain the internal audit performance in FIRS? 

5. How to mitigate the internal audit inefficiency and ineffectiveness in FIRS?  
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1.5      Research Objectives 

The objectives of this study is understand the required inputs, process, output, and 

outcomes of internal audit efficiency and effectiveness in tax administration in 

Nigeria. To achieve this, the following are considered: 

1. To understand the internal audit inputs required for internal audit performance in 

FIRS. 

2. To understand the internal audit processes required for internal audit performance 

in FIRS. 

3. To understand the internal audit outputs required for internal audit performance in 

FIRS. 

4. To understand the internal audit outcomes required for internal audit performance 

in FIRS. 

5. To identify the strategies for mitigating the internal audit inefficiency and 

ineffectiveness in FIRS. 

 

1.6      Scope of the Study 

The scope of this study is to investigate the internal audit performance in tax 

administration of FIRS Headquarter in Abuja, Nigeria. The choice of the FIRS 

Headquarter as a case study is because all the state offices of the internal audit 

functions in the FIRS in Nigeria, received their command, rules, procedures and 

policies from the head office. The FIRS headquarter in Abuja is regarded as the 

critical and typical case (see Section 4.3 in Chapter 4) of this study. Moreover, the 

FIRS internal audit head office in Abuja is responsible for coordinating and 

monitoring other internal audit departments of the FIRS in the country (FIRS, 2015).  
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Accordingly, selecting the FIRS internal audit department as a critical and typical 

case of study served as a suitable case to confirm the validity of a particular concept 

or theory.  Gerring (2007) argued that using a single case would represent a critical 

view in analyzing a correctness of a theory or a concept. This study focused on the 

efficiency and effectiveness of the inputs, processes, outputs and outcomes of 

internal audit in the FIRS. This study sought to understand the internal audit practice 

and provide strategies for improving the efficiency and effectiveness of these four 

levels. Therefore, the FIRS headquarters is the suitable case selected for this study. 

The period of the data collection for this study is between October 16, 2017 to 

November 17, 2017 and the years of the document used for documentary study range 

from 2006 to 2017 (see Section 4.4.1). 

 

1.7      Significant of the Study 

This study intends to contribute substantially from the theoretical, practical and 

methodological aspects as follows. 

 

1.7.1    Theoretical Contribution 

In studying the internal audit efficiency and effectiveness, prior studies used agency 

theory (Mansoor, 2013; Endaya & Hanefah, 2013), resource-based theory (Ahmad, 

2015), Marxist theory (Abu-Azza, 2012), and relational theory (Gittell, 2006; Abu-

Azza, 2012) for example, as their underlining theories. Previous studies showed that 

agency theory and relational theory are not sufficient to understand the practice of 

internal audit in all public sector institutions (Endaya & Hanefah, 2013). In addition, 

Mihret, James and Mula (2010) report that neoclassic theories of economic with 

agency theory and resource-based were the key factors for inadequate research in 
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understanding internal auditing. Therefore, Endaya and Hanefah (2013) suggest that 

other theories should be used to evaluate the internal audit performance.  

 

For that reason, the present study incorporated performance theory and governance 

theory to understand the internal audit efficiency and effectiveness in FIRS tax 

administration. Performance theory is the basis for evaluating the internal audit 

performance in terms of efficiency and effectiveness. Whereas governance theory is 

about how organization takes decision and how the decision taken affects its 

stakeholders. These theories were used to provide new perception about internal 

audit efficiency and effectiveness. In addition, the theories served as a basis for 

understanding the internal audit practice and function from the perspective of 

required internal audit inputs, processes, outputs and outcome in improving FIRS 

governance, accountability and transparency. This was achieved by incorporating 

new components from the literature at inputs, processes, outputs, and outcomes 

levels based on the theories in terms of internal audit efficiency and effectiveness 

(see Section 3.2 and Section 3.3). 

 

1.7.2    Practical Contribution 

The study provided valuable insight and empirical evidence on the internal audit 

efficiency and effectiveness toward improving tax administration in Nigeria. 

Effective internal audit would improve tax administration performance and yield 

high productivity, economy and efficiency of resources of the whole tax system. The 

findings of the study would make a substantial contribution to Nigerian government 

at all levels (Federal and States) including the tax administration, public policy 
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makers, and other stakeholders. The research also provided information concerning 

the inputs, processes, outputs and outcomes of internal audit in tax administration.  

 

The study findings might also be useful to accounting and auditing professional 

bodies such as the Nigerian Institute of Internal Auditors (NIIA), Institute of 

Chartered Accountants of Nigeria (ICAN) and the Chartered Institute of Taxation of 

Nigeria (CITN), Association of National Accountant of Nigeria (ANAN) as well as 

auditing firms and their members by identifying areas of deficiency in tax 

administration performance and plan for the improvement in tax administration 

inputs, implementation processes and efficient administration outputs.  Above all, 

considering the insecure revenue and low performance in revenue generation in 

Nigeria and the ambition of the government to be among the 20 leading economies 

in the world by the year 2020, an effective tax administration would complement that 

effort. 

 

1.7.3    Methodological Contribution 

Prior studies on internal audit in public sector in Nigeria and other countries (see, for 

example, Enofe et al., 2013; Ahmad et al., 2009; Sayag, 2014) neglected studying 

the internal audit of tax administration in particular and from the perspectives of the 

required inputs, processes, outputs and outcomes in general. These (prior) studies 

also used quantitative methodology and techniques in data collection hence ignoring 

the importance of covering the issue comprehensively. The data and information 

collected through quantitative methods do not always reflect the real nature of what 

is happening and what has been actually practiced in an organization. 
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The present research therefore studied the internal audit of tax administration using 

qualitative research approach to understand the required inputs, processes, outputs 

and outcomes of a tax administration using multiple methods of data collection. The 

multiple methods provided a researcher with a wider range of data for understanding 

the phenomenon in a real life nature (Maxwell, 2010). In addition, prior studies on 

internal audit efficiency and effectiveness (see, for example, Endaya and Hanefah, 

2016; Alzeban and Gwilliam, 2014; Badara and Saidin, 2014) used survey research 

design in data collection. This study used a case study research design to understand 

the performance of the internal audit practice in FIRS. 

 

1.8      Organization of the Thesis 

This thesis has been organized into seven (7) chapters. Chapter one, explained the 

introduction to the chapter, background of the study, problem statement, research 

questions, research objectives, significance of the study, scope of the study and 

organization of the chapters. Chapter two discussed the literature review which 

includes theoretical and empirical literature in the area of internal audit and audit 

effectiveness in relation to performance. The chapter also identified the literature gap 

and draws conclusion. Chapter three highlighted the proposed model development 

for internal audit effectiveness and the components of the model. Chapter four 

included research methodology which consists of theoretical framework, research 

design, methods of data collection and the techniques of data analysis. Chapter five 

presented the case study result and analysis that include the interview, documentary 

and questionnaire results respectively. Chapter six provided discussion of the case 

study results and further answered the research questions to achieve the objectives of 
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the study. Finally, chapter seven presented the conclusion, research contributions, 

limitations of the study, recommendation and conclusion. 
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CHAPTER TWO 

LITERATURE REVIEW 

2.1      Introduction 

This chapter discusses the literature in the area of internal audit efficiency and 

effectiveness performance. The chapter reviews relevant literature on the concept of 

internal audit, internal audit efficiency and effectiveness, internal audit in public 

sector organizations and the underlining theories relevant to this study. The chapter 

also highlights the FIRS overview and its internal audit functions, existing internal 

audit models including their strengths and weaknesses and further identifies the need 

for improving the models. Among the models discussed in the literature include a 

centralized model, decentralized model, and process-based models in connection to 

internal audit input, process, output, and outcome. 

 

2.2      The Concept of Internal Audit 

The concept of internal audit has long been the issue of discussion throughout the 

20th century from both developed and developing nations across the world (Eze, 

2016; Bruna & Sneidere, 2010). However, in recent years, practitioners and scholars 

have accepted that the philosophy of internal auditing undergoes a major 

transformation in order to add more value to organizations. For this purpose, the 

scope of internal audit was extended from mere traditional area of accounting and 

financial control to include the governance, operational control, performance 

evaluation, added value to organization, process efficiency and management 

outcome effectiveness (Arena & Azzone, 2009).    
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Bruna and Sneidere (2010) argued that the most significant condition for instituting 

internal audit in an organization is to improve employees’ efficiency, administration 

or management of performance and system effectiveness. This is because executive 

in different organizations realise the need to have a process that would evaluate and 

measure the employees, system and management effectiveness towards achieving the 

objectives of the organization. Giving that particular task to internal auditors, they 

are expected to elevate the organization’s performance by  assessing the parties 

involved and suggest strategies for improving its operation economically, efficiently 

and effectively not only in its administration and operational system but also the 

organizational output and outcome as a whole  (Bruna & Sneidere, 2010; Allen, 

2008). This would increase the impact of the organization outcome and would also 

improve the role internal auditor’s play in improving organizational performance.  

 

According to IIA (2013b), internal audit is an objective assurance, independent and 

consulting activity plan to add value and improve organizational operation. Internal 

audit assists an organization to accomplish its objective systematically, through 

applying discipline approach to appraise its efficiency and improve effectiveness of 

control, risk management and administration outcome (Pitt, 2014; Bruna & Sneidere, 

2010). Consequently, the role of internal auditors goes beyond the traditional way of 

accounting and financial issues as it was known and found in IIA’s 1947 document 

to a modern era of servicing the entire system of an organization (Arena & Azzone, 

2009). 

 

Pitt (2014) describes modern internal audit as a process design to serve 

organizational management with vital information on how to ascertain the extent to 
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which employees are efficiently complying with organizational policies, 

organizational input and processes are adequately ascertained and properly fixing 

plans and procedures towards achieving the overall objectives. This shows that 

internal audit practice is to assist in evaluating the system’s performance quality in 

discharging responsibilities in the organization that could enhance process efficiency 

and administrative effectiveness to achieve the organization’s objectives. 

 

Cohen and Sayag (2010) state that basically, the concept of internal audit in the 

literature is divided into two main approaches. The first approach states that internal 

audit effectiveness is to be determined by comparing between a set of global 

standard extracted from internal audit characteristics and the auditing process itself 

(Cohen & Sayag, 2010; White, 1976). Sawyer (1988) also proposed this approach 

and further developed five standards for internal audit. The standards are: 

professional proficiency, interdependence, performance of auditors, scope of audit 

work and internal audit department management. Glazer and Jaenike (1980) and 

Anderson (1983) are among the early studies on internal audit quality and evaluation 

function. They suggested this approach in their different studies on internal audit and 

audit efficiency and effectiveness. 

 

The second approach states that the outcome of internal audit is not actually 

measurable or computable, but rather to be determined by subjective evaluation on 

the function by top management (Cohen & Sayag, 2010). This view has been 

advocated earlier by Ransan (1955) and Albrecht et al. (1988) while studying the 

impact and function of internal audit department in an organization. Cohen and 

Sayag (2010) further argued that the success of any internal audit would be measured 
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in contrast with the expectation of related auditees. On the other hand, to measure the 

success of internal audit, one has to evaluate the expected outcome from the audit 

and output efficiency of the audited process, system or management (Albrecht et al., 

1988). Dittenhofer (2001) and Schneider (1984) state that these two approaches of 

internal audit required the advancement of systematic and universally accepted valid 

measure to be used to measure the internal audit department capability for evaluating 

an organization’s economy, efficiency and effectiveness.  

 

Hoag (1981) suggested a questionnaire that encompasses of four main issues of 

internal audit namely planning and preparation; the art of communication between 

related parties; timing of the audit and the quality of audit report. However, he failed 

to capture the internal audit department input, process, output and outcome in 

improving organization management and the entire system productivity. 

 

A study sponsored by the IIA and conducted by Albrecht et al. (1988) has identified 

fifteen criterion used to evaluate thirteen large private organization’s internal audit 

department. The study concluded that the outcome of internal audit can be 

determined by comparing between the organizational goals achieved by the 

managers and the audit work, management support to the internal audit staff, internal 

auditor’s qualification and other internal audit department’s characteristics. Lampe 

and Sutton (1994) have also suggested fifteen factors as high contributors to the 

internal audit impact and further classified them into three major auditing stages. The 

stages are planning, the field work, and reporting and review.  
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Ziegenfuss (2000) established a measurement of internal audit with eighty four 

criterions to measure audit efficiency and further categorised them into four major 

areas which are internal audit environment and history, the input into the audit, 

auditing process and auditing output. Ziegenfuss’s study tried to incorporate the 

input, process and output efficiency of the internal auditing activity but did not 

include the audit outcome effectiveness in an organization; while effective outcome 

is the actual contribution or impact of the auditor’s function in an organization. 

 

In a study conducted on internal audit effectiveness in Israel, Sayag (2014) designed 

a questionnaire by adapting the previous studies of Ziegenfuss (2000), Albrecht et al. 

(1988) and Hoag (1981) to form the basis of his questionnaire. Sayag’s questionnaire 

has five components namely environment, input, process, output, and outcome. The 

questions were used to test the effectiveness of internal audit. However, Sayag study 

did not comprehensively explore the required factors that could determine the 

efficiency and effectiveness of internal auditors’ performance. Rather, the study 

focuses mainly on examining the relationship between internal auditors and their 

organization management. 

 

Azzali and Mazza (2018) conclude that internal audit is a concept that undergoes 

various measures to evaluate its efficiency and effectiveness, but, none of these 

measures is seem to be generally accepted. This is because; it is a multifaceted 

concept that was viewed from different perspective in an organization which is 

designed to achieve top management objectives. Moreover, many instruments used 

to evaluate the concept are said to be subjective, and are based on the individual 
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researcher’s view, management objectives, and often depending on the 

organization’s characteristics (Oussii & Boulila, 2018; Shamki & Alhajri, 2017).  

 

In summary, internal audit concept has undergone different stages for evaluating the 

ability of the audit unit in assessing the performance of an organization. Different 

organizations have different needs and purposes for setting up the internal audit 

assessment. As stated by Dittenhofer (2001), there is no single measurement used to 

measure the internal audit activities as it depends on the scope or dimension and 

need of an organization’s management. Cohen and Sayag (2010) added that 

measuring internal audit performance is often highly subjective to the top 

management’s needs in terms of scope and dimension. 

 

As discussed earlier in this chapter, internal audit has been practiced in both private 

and public institutions to enhance the internal control and good governance practices 

within the organizations. Effective internal audit would ascertain the organization’s 

input, process, output and outcome that can improve the system towards achieving 

the ultimate goals and objectives. The next section discusses the internal audit and 

the concept of 3Es i.e. economy, efficiency and effectiveness. 

 

2.3      Internal Audit and the Concept of 3Es 

The concept of 3Es is about measuring performance efficiency and effectiveness. To 

measure internal audit performance efficiency and effectiveness, one has to reflect 

back and consider measuring it based on ‘economy’, ‘efficiency’ and ‘effectiveness’ 

(3Es) measure. However, performance is defined in the literature based on how it 
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was measured. The concept of (3Es) is usually used in government sector 

organizations to measure performance.  

 

Eze (2016) and Wanna, O'Faircheallaigh and Weller (1992) describe the concept of 

3Es in measuring performance in public sector as public managers are often 

consciously pursuit for economy and efficiency, extract value for money in 

budgeting, reward management by objectives and are looking after standard of 

effectiveness in implementing program that is ascertained by performance indicators. 

Ridley (2008) argues that modern internal audit is built and measured using 3Es 

performance indicators.  

 

‘Economy’ being the resources employed to achieve a desired process and output, 

has different interpretations and meanings to many people and organization. 

According to Ridley (2008), the use of ‘economy’ to agencies like State Treasury or 

Finance Department is to examine how efficient operation in agencies are in 

maintaining their actual cost within a stated period of agreed forwarded estimate. 

The idea of ‘economy’ is focusing entirely on the techniques of resource control, 

usage or management in a proficient manner. Flynn, Gray, Jenkins and Rutherford 

(1988) argued that, ‘economy’ objective has problem of complete focusing on input 

cost, provide little in terms of assuring that performance is high (output efficiency) 

and the desired outcome is effectively achieved.   

 

‘Efficiency’ is a concept normally applied at the operational level whereas 

proportion between input and output are often ascertain more easily at those levels 

(Mihret et al., 2010; Hayes, 1988). According to OECD (2008), ‘efficiency’ is an 
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instrument used to evaluate the association between output and input realises to 

provide them whereas ‘effectiveness’ measures the entire system in terms of how it 

accomplishes the desired outcomes or objectives. Eze (2016) describes efficiency as 

offering the same level of services for a less cost, time or energy.  

 

The concept of ‘efficiency’ in organizations gains a broad acceptance than 

‘economy’. Early theories and gurus in public administration like Willoughby 

(1927), White (1926), and Wilson (1887) have agreed that ‘efficiency’ is the 

strategic worth in public administration. They recommended that government 

organizations should stick to ‘efficiency’ in their operations as much as possible. Ho 

and Ni (2005) and Rainer (2013) state that ‘efficiency’ measures the amount of 

services offered or completed over a period by considering the input-output 

relationship. ‘Efficiency’ is largely achieved by unified hierarchical structure of 

organizational administration. 

 

Concept of ‘effectiveness’ entails a more wide scope in measuring performance. 

Rainer (2013) explains that ‘effectiveness’ concerns with evaluating output quality 

and how long the set objectives were achieved. In addition, Eze (2016) states that 

effectiveness is receiving a better return or delivering a better service for the same 

amount of effort, time or expenses incurred. In other word, ‘effectiveness’ is used as 

a measure to assess how the organization output has impacted on a predetermined 

goal in achieving the organization’s primary objectives (Mansor, 2011). The focus of 

‘effectiveness’ is on improving the quality of organizational output to accomplish a 

better outcome (Mihret et al., 2010; Wilensky, 1988). ‘Effectiveness’ portrays the 
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consequences of service offered to the client or its recipient by the services provider 

individually or collectively.  

 

Odia (2014) and the OECD (2008) and in most literature (see, for example, Davies, 

2003; De Bruijn, 2002) describe performance by concentrating on ‘efficiency’ and 

‘effectiveness’. It is further highlighted that ‘efficiency’ is used to measure 

relationship between input required and the process involved to provide output 

whereas ‘effectiveness’ is used to measure the complete process on how to achieve 

the set outcome and organization’s objectives (OECD, 2008). Therefore, 

performance is an interaction between input and process to have output and outcome.  

 

In the context of internal audit, the performance of internal audit department 

individually or collectively is to be measured based on the audit efficiency and 

effectiveness (Gramling & Hermanson, 2009; Ridley & Chambers, 1998). The audit 

efficiency would be measured using input, process and output while, the audit 

effectiveness can be measured by its outcome or impact of the audit output on the 

organization (Gramling & Hermanson, 2009; Rainer, 2013).  

 

Therefore, internal audit economy, efficiency and effectiveness can be evaluated by 

using internal auditors’ performance measurement as describe in the above literature. 

Input, process, output and outcome in internal audit has been widely proposed by 

previous researchers such as Pitt (2014); Rainer (2013); Rainer and Ulrich (2015); 

Sayag (2014); Gramling and Hermanson (2009); and Ridley and Chambers (1998). 

The next section highlights the internal audit efficiency and what constitute efficient 

internal auditing as described by the literature. 
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2.4      Internal Audit Efficiency 

Efficiency is having work done in a right position and appropriate use of the 

resources. According to OECD (2008), efficiency is a concept used to assess the 

association between interaction of input resources and process stages to produce the 

desired output skillfully and economically. The interaction between inputs and 

processes to provide outputs in a proficient and appropriate manner would explain 

how efficient something is using available resources (Ridley, 2008). Input resources 

and process engagement are the core elements of determining the output. 

 
 
Mihret et al. (2010) argued that internal audit efficiency is concerned about the 

auditors who perform their auditing activities by utilizing the organization’s 

resources competently to achieve the administrative objective proficiently in a right 

time. That is, internal audit is efficient if   auditors can meet the intended output as 

anticipated within the stipulated period and using the available limited resources 

skillfully to achieve audit objectives as well as organization goals.  

 

Job of an internal auditor is not completed until he/she discharges the audit function 

efficiently, objectively, and adhering to the professional practice and ethical conduct 

(Sawyer, 1995). Both internal audit in public and private sector do not focus on 

auditors’ output (i.e. efficiency), but what the audit result would contribute to the top 

management and how to achieve the organization’s objectives (i.e. effectiveness). 

Therefore, on this matter, many studies on internal audit in the literature are geared 

towards internal audit effectiveness for improving administration impact and 

achieving the set goals and objectives. 
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In the public sector for example, Van Gansberghe (2005) contented that efficient 

delivery of services is a major tool used to evaluate the contribution of internal 

auditor in enhancing organization activities and improving the quality of auditors’ 

services. Ahmad et al. (2009) found that, internal audit in Malaysian public sector is 

not effective because of inefficient and inadequate audit staff, lack of appropriate 

training and auditing knowledge. This therefore, leads to the incapacitation of the 

internal audit and perhaps reduces their potentiality of positive contribution for 

improving service delivery quality in the public sector organizations. In addition, 

Malaysian internal auditors are reluctant to coordinate themselves and have adequate 

support from their institutions’ management which also hindered their effort and 

efficiency toward achieving the intended objective efficiently.  

 

Arena and Azzone (2009) argued that, internal audit efficiency is related to auditors’ 

competency, resources available to the task, the scope of their engagement and the 

quality of their audit output. This also depends on the top management support to the 

internal auditors, condition or environment in which they operate, and the 

organization structure and composition. Most of the recent studies (see, for example, 

Alzeban & Gwilliam, 2014; Baharud-din et al., 2014; Endaya & Hanifah, 2016) 

found in the literature of internal audit are not focusing on the internal audit 

efficiency in public institutions, but rather on internal audit effectiveness.  

 

It is obvious that, the impact of internal audit to their organization is more important 

than the mere audit output which is the end product of efficiency. Efficiency is 

directed towards interaction between inputs transformation to provide the planned 

output. The internal audit output is not meaningful to the top management if it would 
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not improve the administration performance and assist in enhancing organization 

process and achieving its objectives. 

 

Gramling and Hermanson (2009) point out that internal audit efficiency could be 

ascertained by measuring the audit outputs in relation to the audit inputs utilized, the 

processes engaged and the period covered to accomplished the task. Efficiency of 

internal audit is all about the resources employed to arrive at the desired output in a 

skillful and proficient process (Rainer, 2013; Moeller, 2009). That is, the available 

resources employed and transformed to provide the anticipated result within the 

stipulated period in a competent manner.  

 

Ridley and Chambers (1998) contented that, for internal audit to be efficient and 

achieve its planned output, the chief internal audit executive should determine the 

audit inputs both in terms of human and material resources and the enabling 

environment where the auditors would perform their duties competently and 

professionally. To attain this, organizational resources and an environmental 

scanning are essential factors to be considered, the scope of engagement must be 

cleared and the targeted result shall be ascertained (Pitt, 2014; Shamki & Alhajri, 

2017). 

 

In summary, not much has been documented on the internal audit efficiency 

especially in the previous studies on internal audit performance. Many of the 

previous studies focus on the impact (effectiveness) of the internal auditors function 

in their organization and pay less attention on the internal audit efficiency. In a 

nutshell, internal audit efficiency is about getting things done skillfully and in 
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accordance with the availability of input resources and producing the audit result 

within the right time. Efficiency in both public and private sector organizations 

refers to orderliness of using resources by way of transforming them through a series 

of process and displaying competency and skillfulness in achieving the desired result 

(Coelli, Rao, O'Donnell & Battese, 2005). Internal audit that fails to utilize resources 

by incorporating them using competency and proficiency to deliver output 

adequately, is not efficient enough and need to be re-aligned and improved. 

Inefficient audit outputs can lead to ineffective audit outcomes. In the next section, 

internal audit effectiveness is discussed.  

 

2.5      Internal Audit Effectiveness 

Effectiveness is perceived as a multifaceted concept in auditing with different 

meanings. It is described as a sufficient process of achieving organizational 

objectives in an efficient and systematic approach by doing the right things at the 

right time for accomplishing anticipated organizational output and outcome (Rainer, 

2013; Ridley, 2008). This assertion shows that effectiveness of a system or process is 

the relationship between organizational objectives achieved considering the input, 

process, output and outcome that would bring about improvement and impact on the 

resources expended.  

 

Internal audit effectiveness is the interaction between the auditing process efficiency 

by considering its input established process and the effectiveness of anticipated 

output that would improve the organizational management, increase employees’ 

performance and enhance internal operations (Baharud-din, Shokiyah & Ibrahim, 

2014; Oussii & Boulila, 2018). Similarly, Endaya and Hanefah (2016) argued that 
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the concept of effectiveness in auditing organizational performance is commonly 

considered as a goal-attainment concept.  

 

That is, effectiveness is a concept that concerns itself with the link between the 

organizational objectives or goals, process, output quality, outcome impact and 

practice that are not straightly  directed to the goals in case where the goals are 

ambiguous, vague or uncertain (Ridley & Chambers, 1998; Lenz & Sarens, 2012). 

Power (1997) distinguishes between output and outcomes as internal audit output are 

report or issues that trigger the intended change and cannot be effective to the 

organizational effectiveness while outcomes are the effects or influence the outputs 

has in adding value to internal audit activities or function provided. 

 

Internal audit outcomes major concern is the intended change that would accomplish 

the organizational desired improvement together with the proof of causality between 

the objective achieved and internal audit effective outcome (Brombacher, 2012). The 

term effectiveness may also be viewed as the cost incurred in achieving a certain 

goal; for that reason internal audit effectiveness has been criticized for not yielding 

adequate value for money3.  

 

The glossary to the IIA Standards (2009) defines the added value as reducing risk 

exposure or/and identifying operational improvement, improving opportunities to 

attain organizational objectives, both by consulting and assurance services (Miller & 

Smith, 2011). The IIA (2010) describes the internal audit value proposition as a 

 
3The U.K. National Audit Office (NAO) in 2012 examined the public spending on audit and resolved 
that internal audit activities costs the government around GBP 70 million a year. However, the 
government does not get back the value for money from its internal audit service (NAO, 2012). 
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facilitator for improving organization’s efficiency and effectiveness through 

providing the insight information and recommendation based on the assessments and 

analyses of data and professional processes. In addition, Rainer (2013) concludes 

that internal audit added value is an autonomous source of objective advice with 

assurance to integrity and accountability by providing value to the organization 

governing board and senior management hierarchy. 

 

Internal auditors and auditing are regarded as effective if the organization’s auditee 

is effectively guided by the organization’s laws, principles, procedures, processes 

and regulation efficiently (Dittenhofer, 2001). In addition, internal audit is effective 

when the audit process is efficient, adequate input of audit resources are maintained 

and the audit output (report) sufficiently reflects the organization’s objectives. 

Internal audit resources are normally the audit input, process and output that include 

both the human and material requirement (Gramling & Hermanson, 2009).  

 

The human inputs are internal auditors’ attributes that would confirm their credibility 

in performing their task ethically and according to the standards. Such attributes 

include auditors’ qualification, competency, skills and ethical practice (Ahmad, 

2015; Gramling & Hermanson, 2009). The material resources are the resources that 

complement the effort of the internal auditors attributes in accomplishing the 

organization’s objectives. The material resources includes cleared legislature, 

necessary information about the employees and operational system of the 

organization, office building, organization’s manual and history, document, 

communication and information gadgets such as computer and other supporting 

materials from the top management (Rainer, 2013).  
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According to Allegrini et al. (2008), the findings of common body of knowledge 

(CBO) project shows that internal audit activities in the European countries is 

increasingly focusing on governance, consulting management audit and information 

technology. That is, the amount of internal audit resources used to conduct financial 

audits, performance audit and compliance audit is very low; as a result, this issue 

restricted the influence of the internal auditors and their ability to contribute to their 

organization effectively.  

 

Generally, literature from European countries (see, for example, Allegrini, D'Onza, 

Paape, Melville & Sarens, 2006) shows that internal audit practices are not 

adequately effective in many public organizations and the auditing practice is facing 

problems and challenges both internal and external. The problems include 

organizational complexity, audit efficiency, dynamic environment, and information 

technology borne by opportunities and challenges and audit outcome effectiveness. 

 

Udeh and Nweke (2018) recommended that, transparent and thorough recruitment 

process of internal auditors in an organization would improve the quality of auditing 

functions and hence provide responsible auditing activities that would add value to 

the organization. Therefore, internal auditing department need to be restructured and 

given constitutional powers to recruit, train, dismissed, determine condition of 

service where necessary and other institutional discipline of the underperforming 

auditors (Thomas, 2018). Accomplishing these processes can improve auditor’s 

performance, which in turn, can facilitate the management internal control 

mechanism and decision making in an organization.  
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In summary, the issue of internal audit effectiveness has become a global concerned 

which Rainer (2013) and Lenz and Ulrich (2015) describe as a black box full of 

unharnessed information. In reality, in developing countries, not much has been 

documented in the literature on internal audit effectiveness. For that reason, Badara 

and Saidin (2014) and Endaya and Hanefah (2013) suggest that more studies need to 

be done in the area especially in developing nations where the tools for 

implementation of effective audit are weak or inadequate (Ahmad et al. 2009; Mihret 

& Yismaw, 2007). Efficient and effective internal audit would enhance an 

organization and increase its productivity by offering services to stakeholders 

through evaluating and determining the weaknesses for taking action and 

consideration. The next section discusses internal audit effectiveness in public sector 

organizations. 

 

2.6      Internal Audit Effectiveness in Public Institutions 

The global activities of internal audit evolved after the World War II, and continue 

steadily with the development of management science. The theory of internal audit 

was primarily conceived by Lawrence Sawyer (1911-2002) who later was regarded 

as the “father of modern internal auditing” (Ramamoorti, 2003). The thought of 

internal audit in many ways was similar to the financial auditing of private 

accounting firms, banking compliance and quality assurance activities. On the other 

hand, the underlying internal auditing techniques are derived from public accounting 

profession and management consulting operations (Ramamoorti, 2003). 

 

Internal audit practice was formally started in the United States of America (USA) in 

the mid of nineteenth century where companies employed internal auditors to assist 
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external auditors in examining the railroad companies in detecting internal fraud in 

New York city (Previts & Merino, 1998). In 1941, various companies’ embraces ad-

hoc internal auditors to work for them in order to assist their management in 

detecting defects and other related corporate frauds.  

 

Furthermore, in the same year, 24 internal auditors met in New York to form what is 

known as the beginning of the Institute of Internal Auditors (IIA) (Flesher & 

Altamonte Springs, 2004). With the improvement of the IIA, internal auditors gain 

ground in systematic development and building their profession. At the early stage of 

internal audit practice, their focus was intertwined closely with external auditing 

practice by concentrating on accounting related function such as financial statement 

review and bank reconciliation (Moeller, 2009).  

 

As the practice continuous, internal audit practice and activities shifted from 

financial accounting job to a broader area of internal control, compliance, risk 

management, and operation or performance audit. Currently, in many public 

organizations in different countries, internal audit functions are not limited to 

internal control reviews; rather their activities play significant roles in institutional 

risks assessment, internal control, performance evaluations and added value to the 

organization (Togoe, 2009). 

 

According to Pickett (2004b), the early activities and practices of internal audit are 

viewed as the mechanisms of double checking on different financial transactions 

carried out weekly. However, in the early 1950s the trend of the activities changed 

and focused largely on account testing to detect errors and irregularities. Picket 
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further identified nine evolutionary stages of internal audit and their main concerns 

are as follows: internal audit activities in the 1950s focuses on checking account 

records, in 1960s their concern is to assess compliance whereas in 1970s and 1980s, 

the concerns are to examine procedures and evaluation control respectively. During 

the 1990s, they focus on preparing reports on internal control system, and during 

2000s they assess risk management. In 2001 and 2002, they facilitate risk 

management and assured risk control. From 2003 to date, the focus of internal audit 

is on value added to the organization and more specifically, auditing for value for 

money (Pickett, 2004b). 

 

Internal audit in public institutions plays a significant role as a monitoring tool and 

in evaluating operational processes and performances of the organization’s 

administrative efficiency and effectiveness towards achieving its overall objectives 

(Azzali & Mazza, 2018; Ahmad et al., 2009; Alzeban & Sawan, 2013; Karen 2004). 

The efficient internal audit output in public organizations can assist in re-enforcing 

public sector subjects in achieving their goals economically, efficiently and 

effectively by offering objective and unbiased assessments about the organization’s 

performance.  

 

Saheed (2015) and Ahmad et al. (2009) argued that objective and unbiased 

discoveries of internal auditors and their recommendations denote critical input to 

good governance and improving administration. This can lead to, appropriate and 

immediate corrective measures in an organization and to remedy identified 

weaknesses by strengthening the established strategies, thus, organization 

performance would improve.  
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Sawyer et al. (2003) identified four elements as the basic requirement for 

implementing any effective internal audit in public sector. These elements are: 1) the 

legal need for instituting internal audit; 2) strategy for developing and having 

competence internal audit staff; 3) top management support; and 4) centralized unit 

for the advancement of internal audit. Legal needs refers to having laws or statutes 

that would back up the activities of internal auditors in an organization while 

strategy and competent auditing personnel would serve as reliable means for 

achieving organizational objectives.  

 

Top management support would encourage activities of both the auditees and 

auditors by providing an enabling and conducive atmosphere for performance 

evaluation while the centralised unit for internal audit advancement would remind 

the auditors’ need for transparency and accountability of their action in the 

organization. These factors are interconnected and complementing each other to 

accomplish effective audit function and to achieve organizational objectives. 

 

Internal auditing effectiveness is expected to grow in the organizations irrespective 

of the sectors. This was argued by scholars in the literature that objective 

achievement evaluated by internal auditors shall not be static (Ahmad et al., 2009), 

instead, advancement from one level to another is highly recommended. Arena and 

Azzone (2009) suggest that internal audit effectiveness is anticipated to increase 

particularly, if the organization embraces self-assessment control techniques, 

auditors are affiliated to the IIA and the ratio of internal auditors and employees keep 

on growing. This development would increase the organizational efficiency and the 
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auditors output would provide objective performance evaluation for achieving 

organizational goals and objectives. 

 

Dittenhofer (2001) states that in assessing internal auditing operational processes 

efficiency and effectiveness in public sector, auditors would have to respond to the 

management that they have audited the auditees’ and found nothing wrong or 

performed the audit and identified problems and recommend solutions to the 

problems rectified. Hence, solutions provided will solve the problems. This shows 

that internal audit outcomes would resolve a wide range of problems in which, the 

tasks of audit activities have effect on.  

 

Internal auditors and auditing is regarded as effective if auditee is effectively aligned 

with the organization’s laws, principles, procedures, process and regulation 

(Dittenhofer, 2001; Thomas, 2018). The coverage of impact and internal audit 

activities shall be restructured to include the whole organization and management 

objectives set to be achieved holistically. Management in public organization often 

have a conflicting interest when it comes to interpreting the organization objectives 

especially where there is no clear objective or are ambiguous (Baharud-din et al., 

2014).   

 

Rainer and Ulrich (2015) studied internal audit effectiveness literature and conclude 

that, internal audit effectiveness is a multifaceted subject with micro and macro 

factors that influence its impact on organization. Micro factors are three major 

institutional forces that importantly influence the internal audit activities which are 

coercive force (influence of laws and regulations), mimetic force (emulating good 
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practice and prescription from consulting firms) and normative force (consultation or 

professional bodies’ affiliation). The macro factors that significantly ascertain the 

auditing effectiveness must include: internal audit resources (input); internal audit 

processes; organizational factors; and internal audit connections within and around 

the organization’s stakeholders. 

 

In the United Kingdom (UK), National Audit Office (NAO, 2012) reviewed the 

public expenditure on internal audit activities and concludes that activities of internal 

audit cost the government millions of pounds per year, but still, the government does 

not yield the fruits of value for money from the auditing services. That is, the UK 

government did not realize the added value and performance improvement in the 

public organizations. This implied the inefficient and ineffectiveness of the internal 

audit in the UK government.  

 

This highlighted that the internal audit department and auditors are not adequately 

efficient and effective and not performing to the standard in improving the UK 

public organizations service delivery. Bruna and Sneidere (2010) argued that among 

the most important precondition for establishing internal audit in an organization is 

to improve the state of administration and operational system of the organization and 

facilitate processes to achieve the set objectives. 

 

In a comparative study between public and private organization in Australia and 

New Zealand, Goodwin (2004) concludes that generally, public sector internal audit 

has a higher status which mostly uses their external auditors to provide internal audit 

services and often outsourcing the services, and they are less easily convinced. 
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Meaning that, internal auditors cannot easily manipulate facts or compromise them 

just to satisfy their stakeholders if compared with external auditors who have aimed 

to protect the organization image at all cost. Even though, the study aimed to explore 

the similarities and differences in terms of scope, activities and status of the internal 

audit between the two sectors, it is evident that the public sector internal auditors are 

of higher position in terms of performing their duties compared to the private sector.  

 

In addition, a study by Sterck and Bouckaert (2006) which cross examined some 

OECD countries such as the UK, the US, the Netherland, Australia, Canada and 

Sweden shows that three factors are hindering internal audit effectiveness in public 

sector organizations. The factors are: 1) lack of ensuring internal auditors’ 

independence; 2) lack of professional auditing staff and limited staff turnover; and 3) 

lack of guaranteeing regular audit and new control performance. They further 

suggest that internal audit would successfully be effective in public sector if: 1) the 

organization has qualified internal audit staff with adequate resources and strategy; 

2) legal backing for internal audit activities; 3) internal audit support from top 

management; 4) established audit committee; and 5) central unit for internal audit 

policy responsible for developing, guiding and dissemination of best practices. Their 

finding highlights that internal audit is evolving and thus, effectiveness remains a 

crucial issue. 

 

In developing countries, the issue of internal audit effectiveness is still one of the 

most topical challenges in the past decades (Odia, 2014). In Saudi Arabia, the focus 

of internal audit in government organizations was traditionally on propriety of 

accounting and transaction until 2004 when the Government issued Resolution No. 
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235 requiring all organizations that are subject to General Audit Bureau (GAB) to 

establish internal audit unit (Alzeban & Sawan, 2013). However, even with the 

government resolution, there are still several large organizations that have not 

followed this directive and continue operating without the internal audit unit 

(Alzeban & Gwilliam, 2012).  

 

In Malaysia, Baharud-din et al. (2014) have documented that internal audit unit was 

established in 2004 in government departments and agencies following the issuance 

of Federal Treasury Circular No. 9/2004. The main task of the internal audit unit is 

to serve as an internal control mechanism in public agencies and to look after value 

for money for government program and administrative efficiency and effectiveness. 

 

Many Baltic countries for example, Estonia, Latvia, Lithuania and some other 

European countries such as Slovenia, Slovakia and the Czech Republic have 

established a decentralized internal audit system in their public sector organizations 

(Bruna & Sneidere, 2010). However, the effectiveness of the internal audit activities 

in many developing countries is still unachievable due to inadequate staff and 

competency of the top management to implement the auditors’ report into practice 

and work in harmony with auditors and support their activities (Mihret et al., 2007; 

Brierley et al., 2001).  

 

In Sudan, the central government introduced internal audit into public agencies in 

1987 and extended it to regional government in 1990 (Brierley et al., 2001). 

However, since the introduction, internal audit activities have performed below the 

practice as perceived by the Institute of Internal Auditors. The typical Sudanese 
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public internal audit is largely characterized with untrained and inexperience staff, 

low salary, insufficient credibility, inefficient and ineffective functions, 

independence to perform conventionally as stated by internal audit in public sector 

and engage mostly in routine transaction authorization (Brierley et al., 2001; Osman, 

1994).  

 

In addition, internal audit practice failed to function efficiently and effectively and 

unable to meet any core standard of the Institute of Internal Auditors in terms of 

scope of work, professional proficiency, independence, performance and 

management enhancement (Brierley et al., 2001). In general, internal audit in public 

sector in Sudan is ineffective, and as a result, the auditors are unable to meet the 

anticipated objectives of the auditing. 

 

In Nigeria, internal audit efficiency and effectiveness in public organization is 

lacking behind as other developing countries. Taiwo et al. (2016) argued that in 

Nigeria, internal audit activities in the public sector institutions should be dependable 

tools in promoting effective and good governance. However, lack of efficient audit 

process and effective audit outcome in Nigerian public sector and often statutory 

bodies has hindered the achievement and promotion of transparency and 

accountability in many government organizations and agencies (Eze, 2016).  

 

Improvement and new techniques and methodologies are required to restore the 

auditors’ efficiency and effectiveness in public organization’s administrative and 

operational system. Taiwo et al. (2016) shows that internal audit practice in Nigerian 

public sector is moderate and lack of adequate independence, enabling environment, 
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effective outcomes and professional competency restricted it performance and 

credibility.  

 

Udeh and Nwadialor (2016) conclude that public sector internal audit in Nigeria 

shall be geared towards modernizing process and updating auditors knowledge and 

process for  better outputs and outcomes. This measure would require systematic and 

transparent process from recruitment and training of the internal auditors’ by 

identifying the internal audit input, process, output and outcome for effective 

services. Therefore, identifying audit input for efficient process and output that can 

yield effective outcome required competent auditors backed by effective legislature 

and strong regulator institution.  

 

Lack of efficient and effective internal audit in Nigeria is a result of lack of official 

Internal Audit Regulatory Body (IARB) in the country (Nzechuku, 2014). This 

situation led to misappropriation of many public resources by the government 

officials at various capacities and organization, departments, and agencies. Internal 

audit unit or department is established in public sector organization purposely to 

ensure organizations’ adherence to operational policies and plans, laid down 

procedures and improve the quality and administrative effectiveness of audited 

entities (Badara & Saidin, 2012; Taiwo, et al., 2016; Udeh & Nweke, 2018). 

 

Internal audit department in an organization is therefore, a basis for effective 

corporate performance. However, management support is a substantial cornerstone 

in providing auditing resources and implementing their findings and would be one of 

the determinant factors for auditing effectiveness (Thomas, 2018). In this regard, 
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commitment of management to work with internal auditors in developing strategies, 

providing adequate logistics, and updating auditing charter would improve auditor’s 

performance vehemently (Thomas, 2018). 

 

In summary, it is noted that internal audit in both developed and developing 

countries’ public sector organizations has a long way to go and is associated with 

many challenges toward attaining effectiveness. As described earlier, generally, 

literature from European countries and the US (see, for example, Allegriniet al., 

2006; Hass, Abdolmohammadi & Burnaby, 2006) shows that internal audit practices 

are facing problems and challenges from different perspectives that can hinder their 

efficiency and effectiveness.  

 

These problems include organizational complexity, scarcity of auditing resources, 

process efficiency and dynamic environment, information technology and auditing 

effectiveness. In many public organizations, internal audit functions should not be 

viewed as an internal control only but also internal auditors play significant roles in 

institutional risks assessment (Togoe, 2009; Bahrud-din, 2014). In addition, activities 

of internal audit are regarded as essential in improving operating efficiency and 

administrative effectiveness, internal control and good governance, and can be 

viewed across the organization’s performance as a whole (Allen, 2008). 

 

Moreover, for internal audit in developing countries, there are still areas that need 

more studies to reduce the problem of inefficiency and ineffectiveness (see, for 

example, Cooper, Leung & Wong, 2006; Endaya & Hanifa, 2013). Nigeria is one of 

the countries that its internal audit in public sector needs efficient process and 
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effective outcome in government organizations in all the three tiers of the 

governments (Odia, 2014). The next section presented the overview of the FIRS and 

its internal audit department. 

 

2.7      Overview of Federal Inland Revenue Service of Nigeria Internal Audit      

Department 

Internal audit department in FIRS in Nigeria performs its function under the office of 

Senior Special Assistant (SSA) group to whom it reports. The SSA office/ group is 

one of the six groups of Nigerian tax administration’s recent organizational structure 

(FIRS, 2015). According to FIRS (2015), the SSA office is responsible for 

coordinating and supervising reports prepared and submitted to the FIRS Executive 

Chairman at the headquarter in Abuja.  

 

The internal audit department at the FIRS headquarter is responsible for maintaining 

uniform practice, rules, policies and procedure across its various regionals and states 

offices of FIRS in Nigeria. However, they are not working under any audit 

committee rather than the SSA group office.  They perform their functions under the 

internal audit charter, policies and procedures as prescribed by the FIRS 

establishment Act and other provision of Nigerian constitution (Okauru, 2012). 

 

FIRS recognizes auditing as an integral part of its organizational structure and 

therefore, the management ensures that internal audit department should be provided 

with necessary resources to discharge its responsibility and to reports at all levels of 

the FIRS functions proficiently (FIRS, 2012). The internal audit department was 

responsible for evaluating the internal control, value for money audit, performance 
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audit, risk identification and risk analysis confronting the FIRS tax administration 

(Okauru, 2012).  

 

Inefficiency and ineffectiveness of internal audit could affect the audit performance 

and the auditing function. To mitigate the poor performance, internal audit should be 

efficient and effective by enhancing the department require needs in view of inputs, 

processes, and outputs. In FIRS, the internal audit department is working under a 

charter, policy and procedures that specifically state the scope of their function and 

method of audit and reporting. 

 

2.7.1    Internal Audit Charter of the FIRS 

The FIRS internal audit charter describes the roles and responsibilities of internal 

audit department functions in order to assist the establishment in achieving its 

mission and visionary objectives. Among the roles of the department is to perform 

risk assessment in which specific areas of risk shall be identified, risk control 

measured, performance audit, value for money and key risk control gaps recognized 

(FIRS, 2012). The charter explains the power, purpose and responsibility of the 

internal audit department and its scope of function within the FIRS settings. 

According to Okauru (2012), the FIRS internal audit charter authorized the internal 

auditors to have access on records, physical personnel and property of the 

establishment in performing their duties.  

 

The charter is also meant to be in line with the Institute of Internal Auditors (IIA) 

Standards and should be applied and interpreted according to those standards. 

Consequently, in a case where the standards are inconsistent with the Nigerian 
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constitution, then any other legislature, statute or rule shall be negated in proportion 

to those inconsistencies. Furthermore, the IIA standards that is not incorporated 

directly into the audit charter and nonetheless will be appropriately and fully applied 

to the betterment of internal audit department functions. The standards would be 

consistent with the Nigerian legislature in order to suit the Nigerian environment and 

meet its auditing requirement.  

 

2.7.2    Internal Audit Functions, Policies and Procedures of the FIRS 

The manual for internal audit policies and procedures contain the functions, 

standards and procedures of the FIRS auditing department. The policies and 

procedures are continually evolving as the department is growing and continuously 

improving its performance to meet the international standards for professional 

practice as treasured and promulgated by global Institute of Internal Auditors 

(Okauru, 2012; FIRS, 2012).  

 

In addition, Okauru (2012) states that the policies and procedures of internal audit in 

FIRS are not intended to replace or change the published FIRS job description or 

policies. The policies or procedures shall not be applicable to all type of 

circumstances, instead, the department has a discretion to interpret and use the 

policies and procedures according to specific situation and condition may reasonably 

appropriate. Therefore, the policies shall be considered bit by bit policy and 

procedure for each and every policy will be outlined accordingly. 

 

The primary function of internal audit department in FIRS is to act as the custodian 

of internal control process, value for money auditing, bring the best practice and 
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service quality delivery and to ensure excellence in operational process efficiency 

(FIRS, 2012; Okauru, 2012). Other specific functions of the department is to serve as 

a watchdog for implementing FIRS Act 2007 provision, ensure value for money in 

the FIRS operational functions and procurement, ensure audit policy are in line with 

the corporate policy, ensure that loopholes in the FIRS operational system are 

detected and highlighted quickly. In addition, identifying areas that required 

improvement and providing enabling environment for continuing enhancement in 

operational process and act as internal consultant on quality management, change in 

process and procedures in a way of proactive manner (Okauru, 2012). Internal audit 

approach was discussed in the next section. 

 

2.7.3    Internal Audit Approach of the FIRS 

Internal audit of FIRS is using Key Performance Indicators (KPI) approach and in 

particular what is called “SMART” in evaluating and performing its auditing 

functions. The acronym word “SMART” stands for ‘Specific Measurable Achievable 

Rewardable/ Realistic and Timely’ approach in setting the performance evaluation of 

the auditing department functions (Okauru, 2012). According to FIRS (2012), KPI is 

a performance measurement tool conceived from its strategic planning unit and is 

widely used to evaluate the performance of the auditing work force to achieve the 

vision and mission of the service delivery efficiency and effectiveness.  

 

SMART is a concept developed to measure the internal audit performance by taking 

into consideration of the past performance or related to similar entities while 

developing the internal audit department performance indicators (Pitt, 2014). The 

approach is to employ measures that are simple by combining items that are 
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explicitly yielding the expected result by using indicators that are measurable using 

existing data and can be produced at a reasonable cost. In addition, its measures can 

potentially lead to attaining actions for continuous performance improvement using a 

relatively measures of overall internal audit strategies. Moreover, all these measures 

must be achieved on timely and within the expected achievable time framework. 

 

In summary, Nigerian tax administration has undergone different changes over a 

long period of time since its inception. Internal audit in the FIRS tax administration 

is one of the departments that were affected with those changes. In the FIRS, internal 

audit is performing under the internal audit charter, policies, procedures and 

approach for evaluating the FIRS operational system and administrative process. 

However, the internal audit department does not comprehensively explain the 

required audit inputs, process undertaken to evaluate output efficiency and outcome 

effectiveness. The next section discussed models of internal audit from the literature 

perspectives.   

 

2.8      Internal Audit Models 

Internal audit has different models that guide the internal auditor’s activities, 

processes and output towards quality of services and ease of operations. Based on the 

literature of internal audit, tax administration of a country may have its internal audit 

model but the model was not published on their web site or in any scholarly or 

research article. It was documented for the tax authorities and maintained for their 

official use only.  
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This study has not been able to find any published internal audit model for tax 

administration used by the tax authorities around the world. Therefore, based on that 

reason, the view of the internal audit models in the literature which are based on 

individual researchers’ models reveal that, basically, the internal audit models are 

classified into three groups: 1) centralized model, 2) decentralized model, and 3) 

process-based models. 

 

2.8.1    Centralized Model 

In public sector organizations, the structures of internal audit models are categorized 

into centralized and decentralized models (Diamond, 2002; Asare, 2009). In a 

centralized internal audit model, internal auditors are under the control of Ministry of 

Finance where they serve in allocating and budgeting resources to other ministries 

and also directly involved in organization’s operational control (Diamond, 2002). 

They perform the task of internal management control, internal auditors to the 

organization’s resource utilization and resources allocation to other public 

institutions. 

 

In addition, in a centralized internal audit model, the auditors are under the control of 

the Ministry of Finance or Accountant General Office irrespective of public 

organizations they are working for (Asare, 2009).  In such an environment, the 

internal audit focuses in performing certain financial control purposes such as 

evaluation and inspection or an external audit services provider to the treasury 

concerning the resources allocated and the budget implementation in public 

organizations (Diamond, 2002; Asare, 2009). Germany, Sweden, Kenya, Uganda 
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and Malawi are example of countries that have centralized internal audit in public 

sector organizations (Diamond, 2002). 

 

2.8.2    Decentralized Model 

In a decentralized model, internal audit is an integral part of public organizations in 

which auditors are working and their report and recommendation are directly 

submitted to the organization’s top management (Asare, 2009). The focus of the 

internal auditors in such an environment is the overall organizational system, rules, 

control, ethical standard, resources and procedures concerning organization’s 

economy, efficiency and effectiveness with usage of the resources (Diamond, 2002).  

 

Internal auditors in a decentralized model control system evaluation includes: 

performance audit, information system audit, economy, efficiency and effectiveness 

audit. In a decentralized model, internal audit unit or department is a well-established 

audit practice across public agencies and is focusing on system efficiency and 

administration effectiveness (Diamond, 2002; Asare, 2009). The UK, the US, 

Malaysia and Nigeria are example of countries that use decentralized internal audit 

model in public agencies (Diamond, 2002). 

 

2.8.3    Process-Based Models 

The process-based models of internal audit are models developed to measure the 

internal audit performance in terms of auditing inputs, processes, outputs and 

outcomes.  Pitt (2014) argued that it is difficult to measure the internal audit outcome 

as there is no universal measure to quantify effectiveness because of the subjectivity 

of the measures and scope to be covered. However, different models have been 
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discussed and proposed in the literature to evaluate and determine internal audit 

inputs, processes, outputs and outcomes for efficient and effective audit function.  

 

These models vary in some components and their major target is to improve the 

quality delivery of internal audit services to an organization. The process-based 

models are: maturity model; balanced scorecard model; input, process and output 

model and; program logic-based model. The models are discussed in the next 

sections to highlight their importance in measuring internal audit performance in an 

organization.  

 

2.8.3.1  Maturity Model 

Maturity model also known as capability maturity model was initially established in 

1991 by Carnegie Mellon Software Engineering Institute (Chrissis & Weber, 1993). 

The model was originally designed to improve the development process of software 

and was further expanded in 2000 and broadly applied to enterprise-wide process 

improvement (Retna & Pak, 2011). Maturity model was incorporated into the field 

of internal audit in order to allow internal auditors to identify the ideal and actual 

levels of their capability and maturity across the levels of their engagement and 

activities from input to output and outcome (Pitt, 2014). The Figure 2.1 below 

illustrates the maturity model of internal audit. 
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Figure 2.1 
Internal Audit Maturity Model 
Source: Pitt, (2014), p.32 
 

The main objective of the model is to recognize the internal audit function that can 

continually evolve and improve to maturity where its output would be efficient and 

its outcome would be effective. In addition, the model highlights the objective of 

internal audit department is not only conforming to the professional practice but 

should also constantly strive to grow and develop their function to meet their 

organization’s expected needs and strategies. The Maturity model advocates 

continual process development through evolutionary levels instead of revolutionary 

improvement and normally has five levels of 1) foundation; 2) emerging; 3) 

established; 4) embedded; and 5) leading maturity.  

 

Foundation level is the early stage of the internal audit unit conception were the level 

is related with the unqualified and inexperienced staff, lack of routine professional 

practice, functional standard are not established and auditing services are not 

routinely provided (Pitt, 2014). At emerging level, standards are established but not 
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routinely comply with professional practice, audit knowledge is not systematically 

disseminated among auditor and auditing staff have some experience and 

qualification. At established level, audit staffs are expected to have experience, 

knowledge and skills required to perform audit services, and they are performing 

with conformity to the professional practice and standard (Pitt, 2014). 

 

The embedded level is a level where internal audit services provided meet their 

stakeholders’ satisfaction and are focusing on the organization’s strategic priority 

(Pitt, 2014). At this level, auditing staff are well-established with the systematic and 

structured development and services they provide including assurance engagement 

and consultation. Leading is the peak level of the internal audit maturity model 

where auditing staff are highly skilled and experienced and they provide a leading or 

better audit practice using better processes and technologies to enhance their 

organization capabilities and effectiveness (Pitt, 2014). 

 

Despite its advantages in providing continuous evolution of internal audit function 

by identifying their ideal and actual capabilities levels from inception to maturity, 

the model has several limitations. The model does not provide details of the internal 

audit required elements in terms of input, process, output and outcome concerning 

efficiency and effectiveness of the audit. While economy, efficiency and 

effectiveness are the three key elements needed to measure the performance and 

capability of internal audit as previously discussed in Chapter Two (Section 2.3). 

The next section discussed balanced scorecard model of internal audit which is more 

advanced in terms of describing an internal audit efficiency and effectiveness as 

compared to the maturity model.  
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2.8.3.2   Balanced Scorecard Model 

Balanced scorecard was first designed by Kaplan and Norton in 1992. The focus of 

the scorecard is to translate organization strategies into actions and how to promote 

more traditional financial measures. The scorecard was categorized into four major 

groups: financial, customer, internal business process and learning and growth 

(Kaplan & Norton, 1992). On the other hand, Venkatraman and Gering (2000) state 

four important factors for successful implementation of balanced scorecard in an 

organization: 1) construct explicit strategy; 2) choose the performance measure and 

must be aligned with strategy; 3) define and refine the performance measure; and 4) 

interact (deal) with people. 

 

In the context of internal audit, there are studies found in the literature that used 

balanced score card to evaluate the audit department and the auditors needs and how 

to intertwine the needs with the organization objectives or top management strategies 

(see, for example, Frigo, 2002; Callaghan, Savage & Mintz, 2007). In a recent study 

by Pitt (2014), it was suggested that internal audit balance scorecard can measure the 

internal audit performance and develop its function in discharging duties and 

responsibilities as depicted in Figure 2.2. 
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Figure 2.2 
Internal Audit Balanced Scorecard 
Source: Pitt, (2014), p.31 
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Similar to earlier design by Kaplan and Norton, Pitt (2014) internal audit balanced 

scorecard also has four major categories but with different components. Internal 

audit balanced scorecard categories are designed to meet the need of auditing 

department and auditors’ activities for the efficient and effective service delivery and 

conformity with the organization’s vision and strategy (Pitt, 2014). The four 

categories of internal audit balance scorecard are: 1) budget input; 2) professional 

practice; 3) staffing input; and 4) stakeholders.  

 

According to Pitt (2014), budget input has an objective of efficient utilization of the 

proposed and available internal audit budgeted resources from financial and non-

financial aspects. This function deals with determining and measuring the percentage 

of audit plan completed, actual time budgeted and the percentage of direct audit time 

taken to accomplish a task. Professional practice is aimed at aligning the internal 

audit risk practice with the strategic priorities of the auditing profession and the 

organization (Pitt, 2014). In this case, the professional practice of the internal 

auditors is determined and measured by the percentage of strategic risk and priorities 

covered by auditors and their conformance with the global IIA standards while 

performing audit engagement. 

 

Staffing input is the second input of internal audit balanced scorecard. This input has 

an objective of securing qualified and experienced internal audit personnel that can 

perform audit function effectively (Pitt, 2014). The input is determined and measured 

using percentage of available qualified auditing staff, percentage of outsourcing audit 

service outside the audit department and hours spend on training auditors per annum. 

Finally, Pitt (2014) stated that stakeholders are the internal audit output users and 
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beneficiaries of their services which include top management and other auditees. The 

objective of this component is to satisfy the stakeholder by delivering the services 

that improve administration and other functional system that lead to achieve 

organization’s mission and strategy. This function can be determined and measured 

by the percentage of stakeholder’s satisfaction, number of stakeholders request and 

number of internal auditors meeting with the management. 

 

In summary, internal audit balanced scorecard model is designed and used to develop 

performance indicators and quality measurements of internal audit efficiency and 

effectiveness. However, the scorecard model does not clearly capture the internal 

audit process and output, even though it tried to explain some of the input and 

outcome components. This model is better than maturity model by describing some 

of the input and outcome components but does not clearly explain the input, process, 

output and outcome for efficient and effective internal audit. This leads to the 

discussion of the next model of internal audit proposed by Ridley and Chambers 

(1998) called input, process and output model.  

 

2.8.3.3   Input, Process, and Output Model 

Input, process and output model is an internal audit model suggested by Ridley and 

Chambers (1998) to evaluate the internal audit performance from the perspectives of 

economy, efficiency and effectiveness. The model was designed to capture the 

internal audit required resources (input), the activities involves (process), the result 

of the interaction between the input and process (output). The model is shown in 

Figure 2.3. 
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Figure 2.3 

Internal Audit Input, Process and Output Model 
Source: Ridley and Chambers, (1998), p.219  

 

Ridley and Chambers (1998) model basically includes internal audit input 

(resources), process (efficiency) and output (effectiveness). The model explains and 

measures the actual input and actual output to determine the audit efficiency and 

effectiveness by way of realizing planned input and planned output. The success of 

the model depends on the internal auditor’s competency in accomplishing its planned 

inputs whether they achieve its objectives i.e. planned output by considering whether 

the function works through the process efficiently (Ridley & Chambers, 1998). 

 

In summary, this model is designed to work in internal audit department by taking 

into consideration the aspect of planned inputs and planned output efficiency and 

effectiveness. The model does not incorporate the outcome of the internal audit 

activities impacts on the organization in promoting and improving the administrative 

effectiveness and productivity. The model also does not provide details components 

on the actual internal audit inputs, process and output that are needed to improve the 

auditors and auditing process efficiency and effectiveness. The model does not 

describe the action that should be taken to ensure the effectiveness of internal audit 

for enhancing organization’s administration and achieving its vision and objectives. 
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Hence, there is a need for a more comprehensive model that can explain clearly the 

internal audit components in detail in terms of input, process, output and outcome for 

an efficient audit function and effective outcome. The next section provides the 

discussion on internal audit program logic-based model. 

 

2.8.3.4  Program Logic Based Model 

According to Pitt (2014), program logic based model has been used in the context of 

internal audit to determine the internal audit department’s requirement in the 

organization that would help the auditing process to work more efficient and within 

the scope of the organization’s needs. The model was earlier used to evaluate 

performance by not-for-profit and government organizations, and then it is also used 

to measure the internal audit performance (Pitt, 2014).  

 

It is further argued that the chief internal auditor in an organization can use the 

program logic model to determine the type of input and process that the internal audit 

department requires to deliver its responsibility and the specific output and outcome 

to be achieved. The model has four inter related levels namely; input, activity, output 

and outcome that describe the relationship between the levels. Figure 2.4 shows the 

program logic model of internal audit. 
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Figure 2.4 

Internal Audit Program Logic Based Model  

Source: Pitt, (2014), p.20 

 

 

The input level is the first level of the model where the internal audit department’s 

chief auditor would state all the resources required by the audit unit that would 

facilitate the auditing process. According to Pitt (2014), there are three basic internal 

audit inputs namely: 1) strategy and budget; 2) professional practice; and 3) staffing. 

Pitt (2014) describes strategy and budget as strategy in internal audit value 

proposition and vision, resource planning and risk management, internal audit charter 

and articulated responsibility. When these components are complemented with 

sufficient budget, they would develop a strong internal audit strategy and can be a 

key driver for value improvement.  

 

Professional practice is the methodology, process and system used by internal 

auditors to deliver a result. This practice can define the internal auditor’s distinct 

professional function from evaluation, external audit and quality assurance. The last 

input component is staffing which Pitt (2014) describes as human resources 

arrangement and the process employed to develop and manage the staffs. 
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The second level of internal audit program logic model is activity. Activity level is 

where the auditing process would take place after having the required resources as 

inputs that would complement the audit deliveries. Internal audit activity components 

consist of assurance engagement and consulting engagement. Assurance engagement 

is where internal audit executive would determine the nature of activities they can 

undertake and in doing so, they should engage in consultation with the major 

stakeholders of their organization. Assurance and consulting engagement are two 

major activities concurrently performed together at the activity level of the model. 

 

The third level of the model is output. Output level is the summation of the previous 

activities and interaction between the input resources and process activities. Outputs 

are the services or products delivered by internal audit department as a result of audit 

function to the stakeholders. The outputs are assurance or tactical advices that can 

satisfy the stakeholders and add value to the organization in pursuing their visionary 

objectives.  

 

The fourth and final level of internal audit program logic model is outcome. The 

audit outcome level is described as the influence of the output and other previous 

levels on the organization. Pitt (2014) stated that the chief internal auditor must try to 

relate the measurement of internal audit efficiency and effectiveness to their input 

requirement, processes or activities involve, expected output and the impact of their 

outcome. Evaluating each of these levels is expected to strengthen the internal audit 

capability in terms of output efficiency and yielding effective outcome that can 

improve organization’s management and increase its productivity (McIntosh, 1992). 
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In summary, the programme logic-based model intends to certify administrative 

objectives and organizational goals. However, more details and clarification are 

necessary especially at the activity, output and outcome levels. The model needs to 

be improved to cover the audit input, process, output and outcome requirements in a 

more comprehensive and holistic manner. This create a gap in the literature and 

opportunities for more research to come up with an integrated model that would 

clearly explain the input, process, and output and outcome elements for efficient and 

effective internal audit functions.  

 

2.9      Underlining Theories 

It was stated in Chapter One that this study would improve on the existing internal 

audit models for efficient and effective internal audit function. In section 2.8, 

discussion focused on the internal audit models and their strengths and weaknesses 

and the need for improving the existing models. In addition, there is a need to 

develop a model that is comprehensive, holistic and integrated at all levels of input, 

process, output and outcome. A model that has these characteristics would be useful 

in improving the internal audit efficiency and effectiveness and enhancing an 

organization’s productivity.  

 

To accomplish this objective, performance theory and governance theory were 

utilised in this study to support the development of the new model. The performance 

parameters were used to evaluate the internal audit operations efficiency and 

effectiveness which are explained later in details. In addition, governance theory 

would describe how effective internal audit outcomes in supporting and improving 

an organization’s administration and the needs of other stakeholders in realizing its 
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visionary objectives. These two theories were further discussed in the next sections.  

 

2.9.1    Performance Theory 

James et al. (2007) stated that performance appraisal is a concept about measuring, 

auditing, improving and reviewing process efficiency of an organization’s 

performance to establish and understand its progress toward attaining the 

organization’s goals and objectives. Kennerley and Neely (2002) argued that the 

purpose of measurement is to establish the efficiency and effectiveness at each level 

of the performance evaluation within the various units of the organization.  The 

information gathered through evaluation would assist management in identifying 

areas of weaknesses, undertaking analysis, plan and setting targets and finally in 

decision making. It became necessary for an organization to effectively implement 

performance evaluation to measure its efficiency and effectiveness of its past 

performance for future actions and consideration’s (Neely, 1998). 

 

Performance appraisal in public sector has significant difference with private sector. 

According to the Institute of Governance (2001), performance indicators in public 

sector organizations focus on the goals and objectives for improving individuals’ 

lives in a broad sense; whereas in private sector indicators are concentrated on 

revenue, profit, market price or share price and dividend. Public sector performance 

indicators entail human development from a wider perspective.  

 

Performance indicators (PI) in government sector were initially established in the 

1980s in the UK, under the administration of Margaret Thatcher. This makes the 

genesis of transformation and changes the management style in public sector.  The 

changes include new techniques and restructuring the edge between the private and 
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public sectors organization. Thatcher’s administration concentrates on initiative and 

energy instead of dodging and mistakes (James et al., 2007). Moreover, it focuses on 

efficiency, accountability, value for money and decentralization. In addition, the 

administration demonstrated a change in tradition and culture of governing public 

organizations performance measure. 

 

According to Schacter (1999), it is difficult to evaluate performance in public sector 

organizations and very difficult to determine the bottom line. He further recommends 

that, public sector performance measurement should involve the input, process, 

output (efficiency) and outcome (effectiveness) measure indicators. Input, process 

and output measures the efficiency whereas outcome measures the impact or 

effectiveness in accomplishing organizational objectives. 

 

James et al. (2007) believes that in public sector, performance is measured by input, 

processes, output and outcome. Input measures the human and material resources 

assigned to a program(s) and organization while the output measures are associated 

with government activities and programs. The proportion of the input and output 

would measures the efficiency whereas outcome would highlight the areas in the 

society that government is willing to improved (James et al., 2007).  

 

Public sector performance measures were criticized for concentrating on measuring 

organization’s efficiency (input, process and output) and effectiveness (outcome) and 

neglecting other factors such as competency and proficiency. Input, process, output 

and outcome measures in public organizations are often complex to evaluate.  
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In tax administration, performance theory has been use severally to evaluate the 

performance of tax authorities. For instance, in Malaysia, Mansor (2011) studied tax 

administration performance management by integrating operational, individual and 

strategic performance levels to develop a framework that explains the transformation 

process in a combined integrated and open system approach. Klun (2004) used five 

aspects namely tax administration productivity, tax system simplicity, voluntary tax 

compliance and inspection, and administrative cost and compliance to measure tax 

administration performance in Slovenia. Serra (2005) adopted three components 

namely minimizing tax compliance cost, maximizing tax collection and taxpayer 

satisfaction to evaluate Chilean tax administration performance.  

 

Serra (2005) study also aimed to improve the system’s efficiency and technology to 

promote staff development and improve taxpayer services. Habammer (2001) 

identified four areas to make comparison of tax offices performances in Germany. 

The four areas of comparison are: efficiency, task fulfilment, employee satisfaction 

and customer satisfaction. In addition, he also focused on other aspects of 

management such as risk management, human resources management, service 

management and financial management. 

 

In summary, the principle of performance measurement in tax administration is the 

same as found in other public sector performance indicators. The same principle 

applied to internal audit as describe by Ridley and Chambers (1998) and Pitt (2014). 

They suggested the use of performance indicators to measure the internal audit 

economy, efficiency and effectiveness. The performance indicators to evaluate the 

internal audit performance are input, process, output, outcome and productivity. 
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Total tax revenue generation can be considered as the most important indicator in 

measuring the performance of tax administration and effectiveness of whole tax 

system. Internal audit performance evaluation would follow the tax administration 

performance indicators by measuring the audit input, process, output and outcome 

that can enhance the organization’s administration and effectiveness. Effective 

internal audit would improve an organization’s output and hence would influence the 

outcome effectiveness of the whole system. The next section discussed the 

governance theory in connection to the internal audit effectiveness. 

 

2.9.2    Governance Theory 

Governance is a general concept that is widely used in many organizations to explain 

decision making that has influence on the organization’s output (Bevir, 2013).  Bevir 

further argued that the generality of the governance concept is in focusing more 

narrowly on the particular level of decision making that is directly connected to the 

organization’s activity and outcome.  The process of decision making involved 

different actors in the organization, whereas the decision would lead to 

reinforcement, activities improvement, increase output and administrative efficiency 

and effectiveness (Beunen, Van Assche & Duineveld, 2015). A particular area that is 

connected to the organization’s outcome in the administration’s decision making 

which includes resources economy, process efficiency, information and policy 

adherence and outcome effectiveness (Hufty, 2011).  

 

Having good governance in an organization is in the domain of internal audit. 

Aguilera and Cuervo-Cazurra (2004) and Stoker (1998) have identified eight major 

features of good governance in an organization namely efficiency and effectiveness, 
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accountability, transparency, participatory, consensus oriented, inclusive and 

equitable, responsible and rule of law. Out of these eight characteristics, this study 

focuses on four criterions namely efficiency, effectiveness, transparency and 

accountability as they are highly relevant to the formal structure of a tax 

administration as well as this study. It is believed that good governance in tax 

administration would improve the administration efficiency and effectiveness and 

minimize corrupt practices provided that these qualities are implemented.  

 

Transparency denotes that decision making and enforcement are properly 

implemented according to the institutional rules and regulations, procedures and 

ethical standard in a transparent manner (Therkildsen, 2004). It is also suggested that 

transparency is required in accessing facts freely and made available to individuals 

whose administrative decision would influence their activities and processes 

(Prasopoulou, 2011). Organization is required to provide adequate information on 

decisions that would affect its employees freely and transparently for efficient 

process and effective implementation (Sabates & Schneider, 2003). Tax 

administration transparency is crucial to both tax authority and taxpayers. 

 

Accountability is a good governance mechanism that denotes public organization 

should be accountable to their actions, the general public and institutional partners 

(Shah, 2006). Fjeldstad (2006) argued that even though the accountability varies 

from one organization to the other, the decision or action depend on whether it’s 

made to internal or external stakeholders of the organization. Toikka (2011) believed 

that tax administration is accountable to taxpayers and government, and their 

decision is influenced by the government or taxpayers. It is very important to 
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understand that accountability would not be achieved in an organization without 

transparency. Effective organization often adheres to its ethical standard and 

accountable to its administrative decision whether internally or externally (Fjeldstad, 

2006).  

 

Ivan (2015) and the IIA (2006) stated that an improved governance process in 

accomplishing an organization’s objective may also anticipate to promote 

appropriate values and ethics within the organization; confirming effective 

accountability, transparency and organizational performance management; control 

information and communicate risk to appropriate areas of the organization and; 

harmonizing the activities and communicating facts to the board, management, 

internal and external auditors. Udeh and Nweke (2018) argued that any government 

or public organization that pursued public accountability policy must strengthen its 

internal audit practices mechanism. That could guarantee adherence to check and 

balance on activities under their jurisdiction. They further added that this would 

foster and improve the spirit of internal audit performance and hence promote good 

governance and public accountability in public sector organization. 

 

The roles of internal auditors in improving an organization’s governance are broadly 

categorised into two. First, internal auditors ensure objective and independent 

assertion of the public organization’s structure relevancy and second, they ensure 

efficiency in operating process to achieve specific objectives and guarantee effective 

governance programs (Sarens, De Beelde & Everaert, 2009). Similarly, internal 

auditors are acting as facilitators of change or encouraging improvement to enhance 

good governance structure and practice in an organization (IIA, 2006).  



Universlti Utara Malaysia 

 
 

71 

Good governance therefore is required in public sector to enhance the resources 

economy, process and output efficiency and outcome effectiveness that would 

improve government activities and people’s lives (Hufty, 2011). In internal audit, 

efficiency and effectiveness would be achieved on the level of decision taken to 

improve the organization’s administration that depends on good governance. In tax 

administration context, Mba (2012) believed that, tax administration is considered as 

a formal public structure that should implement the decision that would affect the 

public life and the whole economic sector in a country. Lack of effective and good 

governance mechanism in tax administration would lead to poor decision making and 

corrupt practices. Effective internal audit is the one that often adheres to its ethical 

standard and accountable to its administration’s decision whether internally or 

externally (Fjeldstad, 2006). 

 

In summary, governance theory would serve as a good mechanism in internal audit 

and would assist in improving the system’s effectiveness in short term, medium term 

and long term. Good governance could enhance internal audit outcome and can 

increase its effectiveness by facilitating the auditing function. If all things being 

equal, effective internal audit outcome would enhance organization’s process and 

encourage administrative management towards useful decision making. However, 

attaining good governance is an ideal process in reality, which is difficult to achieve 

in its completeness. 

 

2.10     Chapter Summary 

This chapter has discussed previous literatures on internal audit concept and internal 

audit effectiveness in public sector from both developed and developing countries. In 

addition, the chapter discussed the FIRS internal audit overview and its functions in 
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the FIRS settings. The chapter also discussed the existing models of internal audit 

and suggested the needs to improve the models with an objective of having improved 

internal audit performance. As demonstrated in the models, none of the existing 

models has sufficiently explained the internal audit inputs required, process, output 

efficiency and outcome effectiveness and in value adding in a single model. 

Therefore, the present study integrated the components from previous models to 

extend Pitt (2014) internal audit model for efficient and effective internal audit 

performance in tax administration.  
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CHAPTER THREE 

MODEL DEVELOPMENT  

3.1      Introduction 

As discussed earlier in Chapter Two, literature were reviewed concerning the 

concepts and models of internal audit which include input, process, and output model 

and program logic based model. The models explain the requirement of internal audit 

to be efficient and effective. However, the models have their limitations that need to 

be improved to form an integrated model that can best explain the internal audit 

efficiency and effectiveness. This study improved Pitt (2014) internal audit program 

logic-based model by incorporating new components from the literature at all levels 

of input, process, output and outcome. The Pitt model is a conceptual model that was 

not empirically tested. This study, therefore, improved the model and empirically 

tested it in a tax administration to measure the internal audit efficiency and 

effectiveness. This chapter, therefore, discusses the new conceptual components of 

the new model, model measurement and finally summary of the chapter.  

 

3.2      Conceptual Model for Internal Audit in Tax Administration 

In Chapter Two, input, process and output model was discussed. The model 

demonstrates some of the basic process of internal audit that include understanding 

the actual input required and the actual output expected by mapping it into planned 

inputs, processes and planned outputs to be achieved at the end of the audit 

functional activities. The program logic based model was proposed by Pitt (2014) by 

incorporating some of the components not covered by Ridley and Chambers (1998) 

model i.e., internal audit outcome and further explained that the components would 
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be used for determining the audit efficiency in the first three stages (input, process 

and output) and effectiveness at the outcome level. 

  

However, Pitt (2014) model (refer to Figure 2.4) does not explain comprehensively 

about the internal audit processes and outcomes in particular and the inputs and 

outputs as a whole whereas some important components were discussed in the 

literature in Chapter Two. After studying the models and their inherent weaknesses 

and analysing the literature, the present study was able to consolidate the previous 

models and the components mention in the literature to improve Pitt (2014) model by 

integrating the model’s components at all four levels and further explain in details 

each of the components at all levels according to the literature in Section 2.2, 2.3, 

2.4, 2.5 and 2.6. 

 

In addition, Pitt’s model is a conceptual model that is not empirically tested, 

therefore, this study add some variables from the literature and further empirically 

tested the model in a real life context. This also serve as a novelty contribution of the 

present study by extending the scope and improving the conceptual model 

compositions and further testing the model empirically in a real life perspective in 

the FIRS tax administration in Nigeria. 

 

The present study consolidated the input components from the literature to include 

environment (Sayag, 2014; Eze, 2016; Sarens & Abdolmohammadi, 2011; Ahmad et 

al., 2010; Marais, 2004; Leithhead, 2000; Ziegenfuss, 2000), competency (MacRae 

& Gils, 2014; Vijayakumar & Nagaraja, 2012; Unegbu & Kida, 2011; Pickett, 

2004b; Harrington, 2004; Smith, 2005; IIA, 2006; Seol & Sarkis, 2005), history 
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(Eze, 2016; Sarens et al., 2011; Sikka et al., 2009; Seol & Sarkis, 2005; Sawyer, 

2003; Ziegenfuss, 2000) and strategy (Pitt, 2014; IIA, 2012 a & b; Gramling & 

Hermanson, 2009) in relations to internal audit and the organization resources. For 

the internal audit process which entails the interactions between the audit activities 

and formal setting of a tax administration, four components were adopted from the 

Institute of Internal Audit-Australia (IIAA, 2013) to be included in the process which 

are planning, performing, communicating and monitoring.  

 

The output level of the new model comprises the required result from the planned 

task and actual output realized. According to the literature, the level has three 

components which are strategic advice (Pitt, 2014; IIA, 2012b; Nelson & Tan, 2005), 

audit reports (Motubatse et al., 2015; Rainer, 2013; Gramling & Hermanson, 2009; 

Ridley & Chambers, 1998), and recommendations (Van Rensburg & Coetzee, 2015; 

Gramling & Hermanson, 2009; Ridley & Chambers, 1998). The fourth level is the 

internal audit outcomes, the focal point of the internal audit effectiveness. The study 

(researcher) included three components of outcomes: short term outcome, medium 

term outcome and long term outcomes based on the literature.  

 

The integrated internal audit model of this study would be different from Pitt (2014) 

model. Pitt’s model has four levels of inputs, process, output and outcome but does 

not comprehensively describe the compositions accordingly. The integrated model in 

this study provides comprehensive components from the literature with clear detail 

descriptions. In addition, this study integrated model considers components such as 

environment, competency and history as inputs based on internal audit literatures and 

adopts the audit process from the IIAA (2013).  
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The components in the output and outcome are also adopted and adapted from the 

internal audit literatures. Therefore, the integration and modification of the 

programme logic based model in the present study has resulted in an integrated 

internal audit model which is more comprehensive and holistic for the purpose of 

efficient and effective internal audit that is capable for assisting tax administration in 

achieving its objectives. The integrated internal audit conceptual model for effective 

internal audit in the FIRS tax administration in this study is shown in Figure 3.1.
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   Figure: 3.1 
   Proposed Integrated Internal Audit Model for Tax Administration  
   Source: Adapted from Pitt, (2014).  
   Note: White colour represents Pitt’s components for Internal Audit Model 
             Green colour represents the new components incorporated by this study.
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The areas highlighted in green colour are the new components included by this study. 

The integrated internal audit model proposed that, to understand the internal audit 

efficiency and effectiveness, one has to view internal audit as a systematic process 

which is built on solid components that make its functional activities useful and 

valuable to its organization. The components can deliver the services expected to 

improve a tax administration, internal control, increase the efficiency of internal 

process and enhance effectiveness to achieve visionary and strategic objectives. The 

consolidated components of the integrated model in this study are discussed in the 

next sections. 

 

3.3      Integrated Internal Audit Model Components 

Basically, internal audit inputs are a pool of resources that are human and material in 

nature which the internal audit department required to deliver its functions in an 

organization (Pitt, 2014). There are commonly used audit inputs in the literature 

which ranges from human to material resources necessary for accomplishing auditing 

function (IIA, 2010). Internal audit processes are number of activities or events that 

internal auditors undertake while engaging in auditing function. These engagement 

activities undertaken by internal auditor would be determined mostly by chief audit 

officer after consultation with the top management and other interested stakeholders 

(Pitt, 2014).  

 

Output of internal audit is the services or product of internal audit function in an 

organization while audit outcome are the influence, benefit or effect that those 

services or product have on the organization provided by internal audit department 

(Pitt, 2014; Ridley & Chambers, 1998). Pitt (2014) argued that usually, it is easy to 
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evaluate internal audit output than internal audit outcome. The outcome is the 

ultimate function that an internal audit is required to achieve. This outcome must be 

linked with the internal audit mission and vision and needs to be aligned toward 

achieving the organizational goals and objectives. 

 

Therefore, the components of the integrated internal audit model of this study consist 

of four levels which are input, process, output and outcome. These four levels, each 

level has different components which are discussed in the following sections.  

 

3.3.1    Internal Audit Input 

Internal audit inputs are the resources required to perform audit functions and to 

deliver results (Pitt, 2014). In addition, Ridley and Chambers (1998) argued that 

internal audit inputs are the basic and fundamental resources both in terms of human 

and material resources to be utilized in achieving efficiency and effectiveness in 

auditing functions. In this study, the internal audit inputs considered were strategy, 

environment, competency, and history. These four inputs are the most important 

components that integrate the features of internal audit activities.  

 

The first internal audit input in this study is strategy. Strategy is one of the key 

internal audit inputs required for quality internal audit function and activities (Pitt, 

2014). It is the glue that can bind internal audit activities in an organization and 

defines its purpose and vision. The strategy would articulate what internal audit 

success would look like and further identify the resources implication, opportunities 

and risks of auditing planned approach (Watt, 2014; Pitt, 2014; Moeller, 2009). 
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The Institute of Internal Auditors (2012b) defines strategy as a means of establishing 

an organization’s purpose and determining the nature of the input it intends to make 

while predefining an approach that can shape decision and action. In addition, 

MacRae and Gils (2014) viewed strategy as establishing the organization purpose 

and determining the nature of the contribution it plans to make while predefining 

choices that form decision and engagements. 

 

Strategy as a key input that describes the internal auditor’s valued proposition and 

vision; resource planned and risk management, type of work to be undertaken and 

articulation of key responsibility (Rainer, 2013; Pickett, 2004 a & b). Therefore, in 

this study, strategy was viewed in terms of internal audit planning, vision, 

responsibility and charter. The internal audit strategy would be understood using 

contents analysis by comparing the internal audit of Nigerian tax administration by 

that of the Global Institute of Internal Auditors standards. 

 

The second input component is environment. Environment refers to the immediate 

place or location in which the internal auditor performs their actions that is within 

and around the organization (Sayag, 2014; Eze, 2016; Marais, 2004). Often, 

conditions and outside forces posed by the environment can result in creating issues 

or opportunities that may interfere with internal audit operational efficiency (Ahmad 

et al., 2010; Ziegenfuss, 2000). Therefore, to understand the major sources of internal 

audit efficiency, it is recommended that systematic evaluation of the environmental 

factors is significant to analyse the organization’s boundaries and its immediate 

surroundings for efficient auditing process (Pitt, 2014).  
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The environmental consideration includes: laws, policies, organization order, 

regulation and statute and legislatures warranting the internal audit activities (Eze, 

2016; Ahmad et al., 2010; Sayag, 2014; Marais, 2004; Ziegenfuss, 2000). In 

addition, the operating environment of a tax administration is so complex that make 

it require internal control practice, approach, scope and design to be restructured to 

ensure prudence, accountability and transparency in making decision within the 

domain of tax administration (Biber, 2010). The study understood environmental 

factors by including the interaction between the internal auditors and tax 

administrators. Specifically, environmental factors such as legislature, fiscal policies 

and other organizational order and how they are affecting and influencing the 

auditing practice, efficiency and effectiveness. 

 

The third input component in this study is competency. Internal auditor’s 

competency has been described as crucial and fundamental in internal audit activity 

toward effectiveness (IIA, 2006). According to the International Standards for the 

Professional Practice of Internal Auditing (ISPPIA), internal auditor of an 

organization must be adequately qualified and possess all the required knowledge 

and skills to carry out their responsibilities connected to audit duties within the 

organization (MacRae & Gils, 2014; Alzeban & Sawan, 2013).   

 

Previous studies on internal audit competency have focused on the need for auditor 

to be suitably qualified if internal auditing efficiency in an organization is to be 

achieved (Vijayakumar & Nagaraja, 2012; Alzeban & Gwilliam, 2012; Unegbu & 

Kida, 2011; Ahmad et al., 2009). Gramling and Hermanson (2009) and Zain, 

Subramaniam and Stewart (2006) argued that internal audit quality in terms of input, 
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process and output efficiency is very much reliant on auditors’ competency as proven 

by qualification and experience of the engaged auditors. Qualified and highly 

experienced auditor would perform better whereas incompetent auditor can perform 

below the anticipated result and yield less impact on an organization productivity 

(Gramling & Hermanson, 2009; Thomas, 2018).  

 

Seol and Sarkis (2005) have suggested two types of skills that are relevant to 

competency namely behavioural skills and cognitive skills. Behavioural skills refer 

to moral attitude of the internal auditor within and around the organization he 

belongs to. It is essential for the internal auditor to possess good inter personal and 

organizational skills. Cognitive skills deal with the auditor’s knowledge and 

qualification. The auditor is essentially required to show appreciative, technical and 

analytic skills in conducting their auditing responsibility to achieve organizational 

objectives (Ali, Shahimi, & Shafii, 2018; Seol & Sarkis, 2005).  

 

The idea of having behavioural and cognitive skills as part of competency has also 

been shared by other scholars. For instance, Picket (2004a) pinpoints the importance 

of cognitive domains of auditors while conducting their duties. The cognitive 

domains shall include helpful, focused, balanced and decisive skills that would add 

value to an organization’s efficiency and effectiveness.  

 

Harrington (2004) focuses on auditor’s working experience, paper qualification and 

information technology (IT) skills to determine the auditor’s competency in an 

organization. Furthermore, Smith (2005), Sawyer, Dittenhofer and Scheiner (2003) 

and Loss (2000) stress the need for an internal auditor to be competent enough in 
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communication skills as crucial input component for auditing efficiency and 

effectiveness.  

 

Internal control quality in an organization is much relied on the internal auditors 

competency (Oussii & Boulila, 2018), which in turn could be used to reviewed 

internal auditing program and result to determine their effectiveness. For that 

purpose, internal audit to be effective, it required to add value to both stakeholders 

i.e. top management and audit committee, where the committee exist (Oussii & 

Boulila, 2018). This could be achieved by understanding the needs of the 

stakeholders and further perform according to the needs in a manner that could 

compliment the anticipated value. 

 

Therefore, this study followed MacRae and Gils (2014) and Seol and Sarkis (2005) 

to understand cognitive and behavioural skills competency of internal auditors. 

Moreover, the study explores the cognitive skill requirement in internal audit of tax 

administration. 

 

The final internal audit input component is history. History has a substantial effect on 

the present audit efficiency and effectiveness (Marais, 2004). In the context of 

internal audit, Eze (2016), Seol and Sarkis (2005), Sawyer (2003), Sikka et al. (2009) 

and Ziegenfuss (2000) suggest four main considerations under the history of internal 

audit. The major considerations in respect of history are: 1) effect of past efficiency 

and effectiveness on present and future operations; 2) approaches adopted in 

resolving previous issues; 3) organization’s major norms, values proposition, and 

resource allocation; and 4) staff experience. Thus, in this study, the four issues were 
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considered to determine the history of internal auditing towards improving tax 

administration effectiveness.   

 

In tax administration, history of previous performance is very important and 

influential factor used to define the present and future of tax administration’s ability 

in terms of efficiency and effectiveness (Odusola, 2006). This study seek to 

understand history by following the internal audit trend in terms of resource 

allocation and utilization in the past and present and how this would continue 

affecting future efficiency and effectiveness of auditing in tax administration. From 

the above discussion, the end of input components lead to the next level of the model 

called internal audit process as it was discussed in the next section.  

 

3.3.2    Internal Audit Process 

At the process level, the inputs would be blended and transformed into a number of 

steps to produce a result (Pitt, 2014). The process components in internal audit are 

the platforms and practice that internal auditors would perform and deliver an output 

efficiently that are useful to an organization. According to the Institute of Internal 

Auditors-Australia (IIAA, 2013), there are four major interconnected components 

(stages) of internal audit process. The four components of internal audit process are 

planning, performing, communicating and monitoring.  

 

The planning component is a starting stage where internal auditors consider several 

issues that are relevant to their engagement and establish engagement scope and 

objectives. In addition, at this stage, the internal auditors would also allocate 

engagement resources and develop engagement work program (IIAA, 2013). 
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Planning is a process that can provide opportunity to internal auditor to align their 

engagement with the organization’s key priorities, strategic risks and create 

opportunity for achieving organizational stakeholders’ objectives (Pitt, 2014).  

 

Planning is an essential activity that internal auditor is engaged in coordinating the 

audit input and further breaking them down into a processes that can ensure 

efficiency and effectiveness of organizational operations (Seol & Sarkis, 2005). In 

this study, planning was assessed based on Pitt (2014) which includes the 

understanding of whether the internal auditors are clear about their engagement 

work, auditors staffs strength, audit approaches, tax administration priorities as well 

auditing department, and strategic planning design.  

 

The second component is performing where planned stage would be actualized 

through identifying, analysing and evaluating the information. Moreover, at this 

stage the information would be documented and lastly, supervision of engagement 

follows up (IIAA, 2013). Pitt (2014) describes performing stage as a point where 

internal auditor can distinguish their activities by focusing on engagement and 

commitment to impartiality and transparent procedures for efficient and effective 

functions.  

 

Furthermore, at this stage, it is anticipated that better internal auditing functions can 

recognize the need for effective group effort with engagement client and try to 

influence the value its offers to organization (IIAA, 2013; Rainer, 2013).  Therefore, 

this study followed IIAA (2013) and Pitt (2014) to understand the internal audit 

performing by including concerns such as engagement preference, need for 
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commitment and impartiality, transparent procedures and how they are 

interconnected to the audit work.  

 

The third component is communication by adhering to communicated process 

criteria and understanding what the quality of the communication process is all 

about. Furthermore, at this stage, the result would be disseminated and overall 

opinion would be ascertained (IIAA, 2013). In addition, Smith (2005) states that it is 

important for an internal auditor to possess good communication skills and 

understanding in order to succeed in the process of auditing functions and to 

overcome global and complexity of organizational environment. It was further 

argued that, auditor should be careful in selecting and using certain voice, terms and 

gesture while interacting with different individuals at various levels in an 

organization. Moreover, internal auditor should possess strong interpersonal and 

listening skills (Mazzei, 2014; Smith, 2005; Orsini, 2000).  

 

The Institute of Internal Audit-Australia (IIAA, 2013) identified some 

communication skills or qualities and recommended them to internal auditors during 

the auditing process and functions. The recommended skills or qualities are being 

direct and clear, having integrity, being open to all, approachable, removing barriers 

to communication, using superior listening skills and speaking with confidence. This 

study has thus, viewed communication process based on Smith (2005) to include 

good communication skills, speaking with confidence, removing barriers to 

communication, interpersonal and listening skills. 

 

The fourth component of internal audit process is monitoring. It is a close 
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supervision of the entire auditing processes progress that can entail the process stage 

success. At the monitoring stage, all the stages before (planning, performing and 

communicating) are to be monitored and ensured that they are followed one after the 

other, by strict adherence to the process progress (IIAA, 2013). This study 

considered the monitoring process to include qualities, techniques, as well as skills of 

the auditing staff for efficient monitoring performance. At this stage of the process, 

input resources have been transformed. The next section explained the output level of 

the model. 

 

3.3.3    Internal Audit Output 

Internal audit outputs are the results achieved or consequences after interaction 

between inputs and processes during the auditing functional exercises (Ridley & 

Chambers, 1998). Internal audit outputs also denote a number of strategic advice, 

reports, and recommendations provided by auditors at the end of audit activities that 

would add value to the organization (Gramling & Hermanson, 2009; Pitt, 2014; 

Rainer, 2013).  

 

In addition, reports and recommendations are two auditing findings documented and 

submitted to the management for  decision making (Ridley & Chambers, 1998; 

Gramling & Hermanson, 2009) whereas strategic advice are tactical guides that 

influence decision making (Pitt, 2014). At the internal audit output level, the actual 

audit planned and the output achieved would be ascertained from the whole auditing 

process. The next section explained the outcome of the model.  
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3.3.4    Internal Audit Outcome 

The Integrated Internal Audit Model in this study suggests that for any internal audit 

to be effective, the audit outcome must have an impact on the organization’s 

administration and visionary objectives. The impact of the internal audit outcome is 

basically stated in three components i.e. short-term-outcomes, medium term outcome 

and long term outcome. For the short term outcome, the internal audit outcome is 

expected to motivate the performance of tax administration and their stakeholders’. 

Effective internal audit performance can encourage and stimulate tax administration 

by exerting influence in their decision making to achieve organization’s objective 

and effectiveness.  

 

The stakeholders in the case of tax administration are taxpayers by focusing on the 

transparency and accountability of the tax administration in collecting taxes. 

Taxpayers are entitled to enjoy the benefit of effective services provided by the tax 

administration in return of their collected taxes and effective tax assessment from tax 

administration that is transparent and accountable. Taxpayers are major players and 

without their participation in tax process, the tax administration can lose its 

credibility. Therefore, taxpayers have a stake in knowing how efficiently the 

collected tax revenue is managed and how effectively tax administration is 

performing.  

 

The medium term outcome is for the internal audit output to influence and 

continuously improve the tax authority’s administrative and operational activities. 

Their influence and continued improvement in administrative and operational 

activities of the tax administration will be achieved through the internal audit number 



Universlti Utara Malaysia 

 
 

89 

of recommendations implemented. This would also include the quality of the 

recommendations, and the viability of the recommendations in resolving issues 

regarding efficiency and effectiveness of the tax administration.  

 

Finally, the long-term outcome internal audit outcomes are anticipated to achieve the 

tax administration’s vision and lasting impact on its objectives. This outcome can 

include strategic advice and systematic process toward achieving the tax 

administration’s objectives and vision in an efficient and effective manner.  

 

These outcomes can be achieved if the tax administration can be accountable, 

transparent and ensure equality among the employees and other stakeholders. 

Internal auditors are part of the organization’s employees that contribute immensely 

to the administration and operational activities to improve their organization 

performance (Marais, 2004). The stakeholders need to be fairly treated, with equity, 

accountability and transparent in all organizational activities for efficient and 

effective operations (Prasopoulou, 2011; Karen, 2004). 

 

In summary, the integrated internal audit model in Figure 3.1 can be seen as a 

comprehensive and holistic model that can improve the internal audit performance 

(efficiency and effectiveness) in a tax administration. The model would improve the 

tax administration by evaluating the tax operational process, needed inputs and 

anticipated outputs for effective tax system generally. The tax administration 

activities need to be reviewed and continuous improvement need to be done from 

time to time and this effort would be complemented by a sound functional activity of 

efficient and effective internal audit performance. Efficient and effective internal 
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audit could only be achieved when the required audit resources that are material and 

immaterial, human and inhuman in nature are adequately provided by the 

organization and proficiently utilized by the internal auditors. Therefore, the ultimate 

goal of the proposed model in this study is to improve the internal audit efficiency 

and effectiveness from the perspective of input, process, output, and outcome 

auditing performance using performance theory and governance theory.  

 

3.4      Chapter Summary 

In summary, this chapter discusses the stages and processes involved in extending 

Pitt’s internal audit model to make it suitable for tax administration and further 

explain the levels and components of the model.  Also, the chapter highlighted the 

measurement used in measuring and understanding the model’s components. The 

chapter also highlighted that the model is conceptual and was empirically tested 

since Pitt model is not tested empirically and therefore remains conceptual 

framework. In the next chapter, discussion was provided on the methodological 

aspect of the study, philosophical assumption, method of data collection and method 

of data analysis. 
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CHAPTER FOUR 

RESEARCH METHODOLOGY 

4.1      Introduction 

The current chapter explained the research methodology that was used in this study. 

It described the philosophical assumptions, ontological assumption, epistemological 

assumption, axiological assumption, rhetorical assumption and methodological 

assumption in connection to the phenomenon under study. The chapter further 

explains the research design, methods of data collection and data analysis. The 

chapter also discussed the case study methodology and the chapter ended up with a 

summary. 

 

4.2      Philosophical Assumption 

Philosophical assumptions are set of beliefs and ideas a researcher considers during 

his research process which are the basis to understand the nature or type of research 

one is conducting (Bell, 2014; Merriam, 2014). Yin (2009) states that, every research 

that asks the questions of “how” and “why” indicates that the nature of the study is 

qualitative that is trending towards a particular beliefs and ideas. Therefore, this 

study is a qualitative study. 

 

With regard to philosophical assumptions, the present study considered ontology, 

epistemology, methodology, axiology and rhetoric as it philosophical assumptions 

based on the interpretive framework of pragmatism based on Creswell (2013). 

Ontological assumption discussed in the following section.  
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4.2.1    Ontological Assumption 

Ontological assumption describes how the researcher would make analysis or inquiry 

of the nature of realism and feelings of individual or group of individuals in a certain 

organization (Denzin & Lincoln, 2011). The reality of nature and relevancy of the 

present study was subjective because it includes different participants such as 

internal auditors, tax administrators and other stakeholders of the tax authority. Tax 

administration and internal audit activities are very complex to study due to the 

confidentiality of information and their multifaceted nature. The present study’s 

ontological assumption was subjective due to the nature and complexity of a tax 

administration’s structure and the sensitivity of internal audit activities. 

Understanding the issues and problems of what is happening from the participants’ 

knowledge and experience would highlight the ways to improve internal audit 

efficiency and effectiveness. 

 

4.2.2    Epistemological Assumption 

Denscombe (2014) describes epistemology assumption as a philosophical theory of 

knowledge. Epistemology also denotes the nature of what is known or simply the 

reality of knowledge of a specific area (Merriam, 2014). Epistemology focuses on 

understanding knowledge of what we know, how do we know it and what we need to 

know about a phenomenon or concept. The main idea or philosophy of epistemology 

is revolving around asking question such as “what”, “how”, “why” nature of existing 

connection between what is known and the inquirer. The subjective nature of the 

present study’s reality (ontology) includes inquiring information from the study 

participants’ knowledge, understanding and experience to highlight the 

epistemological assumption of the study. Collecting subjective data and evidence 
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from the participants’ knowledge, understanding and experience would require 

adherence to the ethical conduct for an in-depth study of a phenomenon. The ethical 

conduct of this study is discussed under the axiological assumption.  

 

4.2.3    Axiological Assumption 

Qualitative research axiological assumption focuses on ethical consideration and 

normally asks axiological questions on how the researcher is ethically honest in 

conducting the study (Denzin & Lincoln, 2011; Bell, 2014). Creswell (2012) argued 

that researcher’s values are observable in a social constructionism regardless of the 

information that values are impending in all types of research. Merriam (2014) stated 

that among the qualitative research ethical code is that participants shall be formally 

informed verbally and in writing about the objectives of the study. In this study, the 

researcher observed the ethical rules and conducts of Universiti Utara Malaysia by 

obtaining formal covering letter for data collection before embarking on field study 

and also writes a letter to the FIRS requesting their cooperation for data collection.  

Also, each of the study participants was provided with research information sheet 

and consent form before the commencement of interview sessions. Ruben and 

Babbie (2010) explain that information sheet should include brief but precise 

explanation of the nature of the research and its objectives, whereas, consent form 

would pursue their voluntary participations. Merriam (2014) added that information 

sheet and consent form seek to have the participants’ acceptance of electronic 

recording of the interview sessions. Additionally, the participants were assured 

verbally that the information they provide would be preserved and stored with high 

degree of confidentiality and be used only for the purpose of this study.  
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4.2.4    Rhetorical Assumption 

Creswell (2012) explains that rhetorical assumption in research denotes the selection 

of suitable literary language in report writing and presentation. The ontology, 

epistemology and axiology assumptions in this study necessitate certain use of 

literary streamers. The literary streamer wordings include understand, identify, 

explain, describe, in depth, knowledge, experience, connected, linked, explore, and 

gaining insight to justify the rhetorical assumption employed in this study.  

 

4.2.5    Methodological Assumption 

According to King and Horrocks (2010), methodology is a process that guides and 

moves a researcher from ordinary mere intuitive to oneself to select a specific 

method or technique of data collection and analysis. Methodology is a prerequisite 

strategy that all studies should conduct no matter how little it would be. Therefore, 

based on the present study’s research objectives, research questions and 

philosophical assumptions, the most suitable research methodology for this study is 

case study. The next section discussed case study methodology used in this study. 

 

4.3      Case Study Methodology 

Denscombe (2014) explains that case study research can provide a thorough and 

flexible method through utilizing a number of different data sources and research 

approaches. According to Yin (2009), case study is an empirical enquiry of a 

particular existing phenomenon, within its actual life context, using multiple methods 

of data collection especially when the context and phenomenon are not obviously 

evident. In addition, Bell (2014) argued that case study research approach can offer a 

flexible and thorough research method by employing a number of different 
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systematic and multiple sources of data and research approaches for understanding a 

phenomenon in its real nature. 

 

Case study is believed to be the most suitable methodology for the present study 

because very little is known about the phenomenon under study and the need to 

empirically test the extended conceptual model in this study. Mansor (2011) states 

that case study methodology has a unique place to organizational researchers and in 

the study on tax administration, because it allows the researcher to attain meaningful 

and complete features of a particular real process of activities. Internal audit in tax 

administration would be one of the real life processes that its effectiveness shall 

improve tax administration efficiency.  

 

Case study approach has a number of merits: (1) Case study approach allows a 

researcher to attain important attributes concerning what is happening in a current 

life context by interacting with the individual’s actual knowledge, live, behaviour or 

experience about a specific circumstance or phenomenon. (2) Nature of the research 

question structured on how and why used in a case study can provide imperative hint 

concerning the most suitable research strategy. (3) Case study would provide a 

suitable and complete aspect of understanding a particular phenomenon in its real life 

nature. 

 

Single case study is most suitable for the present study because it represent a 

‘critical’ and ‘typical’ case of internal audit in FIRS. ‘Critical’ case is a case that is 

representing the most difficult situation in a given proposition and thus is biased 

against the achievement of a certain results (Gerring, 2011). In this study, FIRS is a 
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‘critical’ case due to inefficiency and ineffectiveness of its internal audit (refer to 

Section 1.3). Gerring (2011) argued that ‘typical’ case is a case that is representing a 

phenomenon under study. In this study, FIRS internal audit head office in Abuja is 

viewed as ‘typical’ case that represents the other state offices of the internal audit in 

the FIRS setting. In addition, FIRS internal audit function needs its practice and 

procedures to be implemented uniformly across the country. Therefore, this had 

allowed the researcher to understand the internal audit real activities in a single 

organization i.e. FIRS. The FIRS internal audit head office selection would serve as a 

critical and typical case to analyse the present study’s theories and conceptual model. 

Gerring (2007) states that using a single case study approach would represent a 

critical view in analysing a theory. It is also suitable to confirm that a particular 

theory or concept is valid and correct. 

 

4.4      Methods of Data Collection 

The methods of data collection would be determined based on the purpose of the 

study and objectives that need to be achieved. A case study could not be alone 

considered as a qualitative study, even though; it could be regarded among the range 

of qualitative research choices. According to Yin (2009) and Creswell, Fetters and 

Ivankova (2004), case study research goes beyond a qualitative study, it could take a 

form of diverse methods of qualitative and quantitative data.  

 

Furthermore, case study research does not restrict the researcher to only use of 

qualitative data; rather it is equally right to use multiple method techniques of data 

collection (Maxwell, 2010). Yin (2009) argued that case study could take a multiple 

research strategies by using survey and interview methods interchangeably.  Denzin 
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and Lincoln (1998) states that qualitative researchers observed individuals and events 

within their natural settings and try to understand a phenomenon in its real life of 

individuals or events.  

 

This study is a qualitative study that used multiple method of data collection. Using 

multiple methods of data collection serves as a complimenting effort of the 

information or data collected and for internal generalizability of qualitative research 

claim rather than substituting it (Schwandt, 2007; Maxwell, 2010). In addition, 

multiple methods of data collection is a valuable and legitimate strategy for 

qualitative researcher when it is used to compliment overall process orientation to the 

research (Maxwell, 2010 & 2004; Maxwell & Loomis, 2003). Therefore, the multiple 

methods of data collection used in this study are namely face-to-face interview, 

documentary study, and questionnaire survey. The data collected through these 

multiple methods were used to complement or affirmed each other in agreeing or 

otherwise of the internal audit effectiveness in tax administration.  

 

Face-to-face interview allowed the researcher to personally communicate with the 

internal auditors and tax administrators to acquire primary information from the real 

sources. Documentary study provided additional facts to understand the internal audit 

function that was not captured in the face-to-face interview or highlight more about 

the phenomenon under study. Survey questionnaire provided further evidence about 

the feeling and understanding of the external stakeholders regarding the internal audit 

performance in improving tax administration.  

 

Therefore, considering the multiple method of data collection used in this study, the 
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study adopted ‘method triangulation’ to analyze the collected data and to provide 

meaning and interpretation to the data. According to Sekaran and Bougie (2013), 

method triangulation is a process used for analyzing the collected data through 

multiple methods or sources in investigating a phenomenon. In addition, the method 

triangulation would provide a researcher with opportunity to compliment and affirm 

the conciseness of the collected data and in achieving the study objectives. The idea 

behind method triangulation is that the researcher would be more confident in a 

result, especially when the methods used leads to support findings of each other in 

understanding the context of the study from real perspective (Maxwell, 2010). The 

next sections discuss in details the methods of data collection. 

 

4.4.1    Documentary Study 

Atkinson and Delmont (2006) describe documents as “social facts” which are 

created, shared and used in a generally prepared way. Useful document for 

systematic evaluation in a study can be in different forms and structures. Thus, it 

may contain words and pictures that were recorded without interference of the 

researcher. According to Sarantakos (2005), the objectives of the document study is 

to identify and explain the inclination used against the known standard. In addition, 

Holloway and Wheeler (1996) argued that written document and supporting records 

are significant sources of data that can help the researcher to obtain insiders’ 

positions or views and also offer a wider understanding of an organization in which 

activities are taking place. 

 

Documents have different sources and are on various forms such as institutional 

reports, diaries and journals, advertisement, manuals, books and brochures, forms 
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and summaries, survey data, press release, photo album, attendance register, minutes 

of meeting, workshop and conference proceedings, background papers, radio and 

television program scrips among others (Ritchie, Lewis, Nicholls & Ormston, 2013). 

Yin (2009) stated that, the significant of these categories of document in the context 

of case study is that they offer information from various sources and of different 

interpretations. 

 

Kelleher (1993) states the importance of documented data or information as they are 

normally simple sources to reach, easier to reflect back and less dependence on 

individuals during recalls of activities. This is to say that they are easy and very 

common to visit and revisit when the need arises without going back to activities or 

event for further clarification. For the purpose of the present study, various internal 

audit and FIRS documents in different forms and sources were utilized to achieve the 

objectives of this study. The documents that were used in this study are: 

1. Internal Audit Reports (2015-2016) and Staff Position (2017). 

2. FIRS Periodic Publications (2007-2017). 

3. FIRS Condition on Service (2009). 

4. Internal Audit Department and Individual Scheme of Duty (2013-2017). 

5. FIRS Publication on National Tax Policy (2006-2017). 

6. Internal Audit Manual (2009) and Internal Audit Charter (2009).  

7. Compendium of Taxes and Other Related Laws (2012). 

8. Statistical Figures of Total Tax Collection (2010-2017). 

9. FIRS Total Staffs Record (2017). 

10. FIRS Total Taxpayers (2016). 
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This study examined the above listed document to see whether inputs, process, and 

outputs of internal audit toward efficiency in tax administration in Nigeria are up to 

the global IIA standards and for effectiveness. Consequently, the concern was on the 

internal audit required inputs and processes capability to function efficiently and 

effectively in supporting the achievement of tax administration objectives. 

 

In this study, items for evaluation would be adopted from previous studies of Pitt 

(2014) and Ridley and Chambers (1998) for inputs and processes of internal audit 

activities. The items are as follows: 

 
1. Inputs 

1. Number of internal audit staffs and their qualification 

2. Internal auditing recruitment procedures 

3. Number of electronic gadgets and other physical structures used by internal 

audit unit 

4. Other resources allocation to internal audit unit by the tax administration 

 

2. Processes  

1. The extend of internal audit department self-sufficient in the tax 

administration 

2. Internal audit search power for gathering information 

3. Internal audit department communicating and sharing information within and 

across the tax administration 

4. Internal auditor’s relationship with FIRS administration and its other 

department staffs. 
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Despite the usefulness of documents for data collection, not all essential information 

from multifaceted setting like internal audit activities and tax administration settings 

can be gathered through document study. Therefore, other means and approaches of 

collecting data were employed to ensure the necessary data are collected and analyse 

accordingly. This leads the present study to discuss the interview method in the next 

section. 

 

4.4.2    Face-to-Face Interview  

Interview can offer the researcher an advantage of developing questions where 

necessary and further allow him to describe the questions to the level of 

interviewee’s understanding (Uma & Roger, 2003). Face-to-face interview was used 

in this study to gather information from internal auditors and tax administrators. 

Through interview, actual information was collected about the internal audit required 

inputs, processes undertaken, output required efficiency and outcome effectiveness 

both from internal auditors and tax administrators during the interview sessions. 

 

Studies regarding interview in case study has proposed different sample size that is 

enough for collecting data at interview sessions. Guest, Bunce and Johnson (2006) 

state that sample size in a case study should be a minimum of six and a maximum of 

twelve. Passerine (2012), Baker, Edwards and Doidge (2012) and Becker (2012) 

argued that one sample is adequate for a single case study. On the other hand, a 

researcher using interview as a tool for data collection can study a minimum of six 

and a maximum of seventy respondents (Miller & Rollnick, 2012). Adler and Adler 

(2012) suggest that for organizational case study, interview sample size should not be 

less than six and not more than sixty respondents.  
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Warren (2002) and Becker (2012) state that a minimum of twenty and a maximum of 

fourty respondents is sufficient in a case study research by considering the scope of 

the study and the informant expertise. Additionally, Mason (2010) and Curry, 

Nembhard and Bradley (2009) suggest that a minimum of twenty and a maximum of 

thirty respondents is enough for a researcher to carry out his study. They also added 

that, the respondents should attain a certain level of knowledge in line with the 

phenomena under research.  

 

From the above literature, the present study used a minimum of six and maximum of 

sixty based on Adler and Adler (2012) suggestion. Therefore, 18 internal auditors 

and tax administrators were participated and interviewed in this study. The 

compositions of the interviewees are Chief audit officer, Senior Supervisors and 

other internal audit staffs from different cadres. On the side of tax administrators, the 

participants include Senior Managers or Assistant Managers from three departments, 

Executive Director or Assistant Director from three departments and Senior 

Supervisors from three departments. This composition of internal auditors and tax 

administrators makes the interview data more rich and comprehensive. 

 

The interviews were conducted by the researcher personally at FIRS Headquarters in 

Abuja with the intended participants one-on-one. Thus, this study aimed to evaluate 

the internal audit effectiveness regarding the following areas: 

(a) Internal audit inputs (strategy, environment, competency, and history). 

(b) Internal audit processes (planning, performing, communicating, and monitoring). 

(c) Internal audit outputs (strategic advice, reports, and recommendation). 

(d) Internal audit outcomes (short term, medium term, and long term). 
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The face-to-face interview questions were adapted from the previous studies of 

Rainer (2013) and Abu-Azza (2012) for both the internal auditors and tax 

administrators (refer to Appendix B). The questions for this study were developed 

and used by the Rainer (2013) and Abu-Azza (2012) both in their studies. The face-

to-face questions were asked on the participants in connection to the components of 

the proposed model i.e. at inputs, processes, output, and outcomes levels. The 

findings of the face-to-face interview were used at all levels (i.e. inputs, process, 

outputs, and outcomes) of the model and on all components accordingly (see Section 

5.5; 5.6; 5.7; 5.8).  

 

The selected participants for the interview sessions were provided with copies of 

questions prior to the interview sessions to enable them to prepare for the interviews. 

Each participant’s interview was expected to last at a minimum of 60 minutes and a 

maximum of 80 minutes. For further information with the consent of the participants, 

the researcher had written down notes and record using audio and video equipment 

where necessary. Face-to-face interview was used over the other interview 

techniques because the technique provides in-depth information that could hardly be 

obtained using other interview techniques. According to Merriam (2009), face-to-

face interview provide intimate interaction between the enquirer and the respondent 

in collecting vital information in-depthly which would not be attainable using other 

technique such as group discussion on different respondents. Morgan (1996) states 

that focus group interview could not provide in-depth information about a 

phenomenon unlike face-to-face interview where a phenomenon will be deliberated 

in-depthly one-on-one. Furthermore, Atkinson (2017) argued that focus group is used 

to interview participants in a study that aimed to brainstorm participant’s views on a 
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phenomenon. The next section discusses survey questionnaire for data collection. 

 

4.4.3    Survey Questionnaire 

In the field of social science research, survey is a commonly used method of data 

collection from a large respondent (Uma & Roger, 2013). Sarantakos (2005) 

describes survey as procedures and techniques for collecting data by means of 

written questions or oral conversations. Seidman (2012) states that survey approach 

is used to examine people who have vital information to provide in ascertaining and 

understanding a problem.  

 

To have the opinion of stakeholders (taxpayers) of tax administration about the 

effectiveness of the internal audit functions, a survey method was used to collect data 

from the taxpayers. There are certain advantages of using survey method as 

Sarantakos (2005) suggested i.e., the researcher can extract sample survey from the 

population that would provide understanding which represent the larger participants 

populace; more facts can be gathered considering the scope and wider coverage of 

the respondents; and it allows the use of statistical measures or techniques to estimate 

the characteristics of the population from the sample selected. 

 

Therefore, the sample size for this study was obtained from registered FIRS 

taxpayers in the Federal Capital Territory (FCT) Abuja. Similarly, individual and 

businesses that have Tax Identification Number (TIN) was randomly selected to have 

their opinion whether internal audit of FIRS is effectively functioning and improving 

the tax administration effectiveness. The total registered taxpayers in 2016 in Abuja 

are 311,102 (FIRS, 2016) and according to Sekaran and Bougie (2013), 384 
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taxpayers shall be selected as the respondents. Conversely, literature has suggested 

that in order to have adequate data responses, it is recommended to increase the 

sample size with few percentages to reduce non-response problem.  

 

Israel (2009) states that researchers should increase the sample size at least by 10% 

in order to minimize the likely non-response. In addition, people in Nigeria are 

sometime reluctant to complete and return research questionnaire (Adomi, Ayo & 

Nakpodia, 2007). Therefore, the researcher added 39 respondents representing 10% 

of the total sample of the taxpayers, making the study sample of 423. Furthermore, 

stratified strategy sample selection was used to divide the taxpayers according to 

their employment and business and the addresses of the selected taxpayers were 

required from the FIRS.   

 

The study categorized the questionnaire into two segments i.e., section A and B 

(refer to Appendix C). Section A contained profile information of the respondents 

whereas section B contained questions regarding taxpayers’ opinion in terms of 

effectiveness of tax administration in three areas: good governance (efficiency and 

effectiveness), transparency, and accountability. The section B items was measured 

using five point scale as 1 strongly disagree to 5 strongly agree (see Appendix C). To 

ensure reliability of the instrument, pilot test was conducted using the questionnaire. 

The survey questions were adapted from previous studies. Good governance 

(efficiency and effectiveness) questions were adapted from Wallin (1994); 

transparency questions was adapted from Haan and Oosterloo (2006), Lawrence and 

Nezhad (2009) and Cheung, Jiang and Tan (2010) whereas accountability questions 

were adapted from Shah (2006). 
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The survey questions were only used to collect data for the short-term outcome in the 

proposed model in this study. The taxpayers are interested to realize the impact of 

efficient and effective performance of internal audit in tax administration as 

discussed in Section 3.3.4. Therefore, the survey finding is only on the effectiveness 

of the internal audit in tax administration. This is because, efficient and effective 

internal audit is expected to improve the tax administration performance through 

good governance, accountability and transparency which in turn, could affect the 

taxpayer’s compliance behaviours. Therefore, the findings of the survey questions 

were used in connection to the short-term outcomes of the model as discussed in 

Section 5.8.2 and in Section 6.2 in the final model of the study.   

 

4.5      Methods of Data Analysis 

The major objective of analysing the document in qualitative approach is to highlight 

and develop awareness to a particular phenomenon (Corbin & Strauss, 1990). Corbin 

and Strauss (2008) states that documentary study implies examining and interpreting 

data to gain understanding enhance knowledge and stimulate meanings. For the 

present study to achieve its objectives, document study was analysed by comparing 

the result obtain from the internal audit inputs and processes with the scholarly 

literature and the IIA standards and professional practice. 

 
 
To analyse the data collected through interview, this study utilized Nvivo version 10 

software for thematic examination. This was achieved by listening to the results of 

the interview from the recorded audio and the note taken during the interview 

sessions and transcribed verbatim. The participants’ transcriptions was read and re-

read for having accurate and precise transcriptions. This provided the researcher with 
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better understanding of the data and widened the researcher’s indulgence about the 

information that has been obtained. It enabled the researcher to import the 

transcribed data into the software for data coding. 

 

Data collected using survey approach was analyzed using descriptive statistical 

analysis. Descriptive analysis was used to interpret and see how the data collected 

was able to provide meaning and complimenting the other methods of data collected 

in a multiple methods of data collection in qualitative research method (Maxwell, 

2004; Maxwell & Loomis, 2003). In addition, Maxwell (2010) argued that 

qualitative researchers would use numbers (survey information) to support the 

qualitative research in an effort to compliment and affirm the information gathered 

and gain more understanding of a phenomenon or event from its real nature. In this 

study, to interpret and provide meaning to the survey data collected, Statistical 

Package for Social Sciences (SPSS) version 21 was used to transform the data into 

mean, median, mode, minimum, maximum, standards deviation and frequency 

distribution on the collected data. 

 

4.6      Validity and Reliability 

According to Uma and Roger (2013), for the findings and conclusion of a qualitative 

study to be acceptable and achieve a quality standard that can contribute to the 

knowledge, they should be verified to be valid, reliable, and believable. On this note, 

Yin (2014) and Merriam (2009) argued that there are four processes established to 

test the quality (validity and reliability) of every qualitative study. The four tests are 

namely internal validity, construct validity, reliability, and external validity.  
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Internal validity is about instituting cause and effect association, whereby, some 

particular conditions are connected to the occurrence of other conditions (Yin, 2014). 

Cooper and Schindler (2014) indicate that internal validity is not a problem for 

exploratory research such as this present study, the commendable strategies such as 

justification building and design making was incorporated and useful in analyzing 

the case data. Therefore, internal validity in this research was achieved by exploring 

what are the cause and effect of internal audit inefficiency and ineffectiveness in the 

FIRS tax administration. 

 

Construct validity refers to a logical arrangement of right operational measures for 

the concepts under examination. To achieve this, an attempt was made to outline and 

define the major issues, factors, and elements explored in this research. These issues, 

factors, and elements which can be sighted throughout the literature review in the 

first and second chapters of this thesis. In addition, this study used multiple sources 

of data (interview, documents, and survey) as recommended by Yin (2014) as well as 

Merriam (2009) to ensure construct validity. Furthermore, the study upholds a line of 

evidence (such as digital recording device and software for data transcription and 

analysis) and had respondents review transcripts before finally used. 

 

Reliability refers to displaying evidence that a study finding would be achieved when 

another researcher emulates the same method in collecting and analyzing data on the 

same case as done before (Merriam, 2014; Merriam, 2009). In addition, it is a test to 

show the sincerity level and minimum biased or error in a study. This study 

employed interview protocol, broad and steps manual that guided the 

accomplishment of the interview (refer to Appendix B) as recommended by Yin 
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(2014) consistently. The interview protocols are schemes of activities and processes 

that were adapted during the research process. This assisted the researcher to take 

care of the data collection logically and walked on the study plan consistently. 

 

Finally, external validity is linked with establishing the basis on which a result of a 

study could be used for generalization beyond a specific or direct case examines 

(Merriam, 2009). However, Yin (2014) proposed using replicate logic which is a 

system for strengthening a theory by using same questions adapted from literature or 

concept to validate another study construct. This method was employed in this study 

to derive the interview protocols that was adapted from the literature and concept to 

validate the questions used for the data collected.  

 

This section, briefly and specifically discussed the measures used to guarantee the 

validity and reliability of the study constructs. The measures guided the study in 

various stages of examining the phenomenon under research. The measures were 

supported mainly by the work of Yin (2014), Merriam (2009) and as well as other 

interconnected literatures. 

 

4.7      Chapter Summary 

This chapter discusses philosophical assumptions of the study in terms of ontological 

assumption, epistemological assumption, axiological assumption, rhetorical 

assumption and methodological assumption of the study. The chapter stated that the 

study is qualitative study considering it philosophical assumption and methods of 

data collection. The chapter further explains the nature and methods of data 

collection, population of the study, sampling techniques and methods of data 
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analysis. In addition, the nature, type and selection of case study, multiple method of 

data collection, and case study methodology in connection to this study. Finally, the 

statistical tools for data analysis of the collected data’s for both multiple methods 

were also explained as well as how validity and reliability were handle in the study.  
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CHAPTER FIVE 

RESULT OF THE CASE STUDY 

5.1      Introduction 

In the previous Chapter, the research methodology used in this study were discussed. 

That includes the philosophical assumption of the study, methods of data collection, 

sample size and method of data analysis and the chapter ended with a brief summary. 

The current chapter presents and discusses the data collected from the multiple 

methods of the case study. In addition, the chapter analyzed, synthesized, and 

discussed the collected data from the multiple sources to highlight their meanings. 

Finally, the chapter ended up with a summary.   

 

5.2      Participants and Respondents Rate 

According to Adler and Adler (2012), a minimum of six and maximum of sixty 

interview participants are enough for an organizational case study. This study 

included 18 participants. Where, 9 participants are internal auditors and the other 9 

are tax administrators of FIRS. The compositions of the participants from internal 

audit department are: 1 Chief Audit Executive, 4 Senior Supervisors, and 4 internal 

auditors from other positions within the audit department. For the tax administrators, 

the participants compositions are: 1 Director from Domestic Tax Group; 1 Deputy 

Director and 1 Assistant Director from Modernization Group; 2 Senior Managers 

from Corporate Development Group; 1 Assistant Managers from Compliance Group; 

and 3 Senior Supervisors from Enforcement Group of FIRS participated in this study 

as shown in Table 5.1.  

 

Furthermore, concerning the number of FIRS registered taxpayers in Abuja (see 
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Section 4.4.3) and the sample size of the survey, 39 questionnaires were added which 

is equivalent to 10% as according to Isra’il (2009) to reduce the number of non-

respond rates. Therefore, a total number of 423 questionnaires were personally 

administered to individual and small business taxpayers operating in Abuja, Nigeria. 

Table 5.1 shows the study participants’ information and their response rates. 

 

 Table 5.1 
 Participants Characteristics and Responses Rate 

Items         Frequency            % 
Interview   

Executive Position Internal Audit 1 5.6% 
Supervisory Position Internal Audit 4 22.2% 
Other Internal Audit Positions 4 22.2% 
   
Executive Position in Tax Administration 3 16.7% 
Managerial Position in Tax Administration 3 16.7% 
Supervisory Position in Tax Administration 3 16.7% 

Total 18 100% 
   

Survey   
Administered Questionnaire 423 100% 
Questionnaire Retrieved 361 85.3% 
Valid Questionnaire 342 80.8% 
Invalid Questionnaire 19 4.5% 

  Source: Interview Participants and Survey Responses 

 

Table 5.1 shows that 4 participants (22.2%) are Senior Supervisor internal auditors, 4 

participants (22.2%) are internal auditors from other cadres, and 1 participant (5.6%) 

is the Chief Internal Auditor of the FIRS. In addition, 3 participants (16.7%) are 

Executive members (Director, Deputy Director or Assistant Director) from 3 

different Groups of the FIRS, 3 participants (16.7%) are Senior Managers or 

Assistant Managers from 3 different Groups, and 3 participants (16.7%) are Senior 

Supervisors from 1 Groups in the FIRS. 
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 In addition, Table 5.1 also indicates that out of 423 distributed questionnaires, only 

361 were successfully retrieved. Out of the retrieved questionnaires, 19 or 4.5% were 

not correctly or completely answered by the respondents and therefore rejected by 

the researcher for lack of credibility to be used for further analysis. Therefore, only 

342 or 80.8% of the retrieved questionnaires were found correct and usable for the 

analysis. 

 

5.3      Demographic Information of the Participants and Respondents 

This section delivers the demographic information of the 18 internal auditors and tax 

administrators participated in the study interviews and the 342 respondents in the 

survey. The information analyzed includes gender, age, educational qualification, 

group/department, cadre/position, employment status, working experience, marital 

status, and experienced in paying tax as shown in Table 5.2 and Table 5.3. 
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  Table 5.2 
  Demographic Information of the Interview Participants  

  Items Frequency  
         Tax Administrators:   
Gender Male 7  
 Female 2  
 Total 9  
    
Age 20-30 Years 0  
 31-40 Years 0  
 41-50 Years 4  
 51Years and above  5  
 Total 9  
    
Educational Qualification BSc/HND 2  

 MSc/MBA 5  
 PhD 2  
 Total 9  
    
Group/Department Domestic Taxes Group 1  
 Modernization Group 2  
 Corporate Dev. Group 2  
 Compliance Group 1  
 Enforcement Group 3  
 Total 9  
    
Working Experience  6-10 Years 0  
 More than 10 Years  9  
 Total 9  
    
Employment Status Permanent 9  
 Non-Permanent 0  
  Total 9  
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    Table 5.2 (Continued) 
  Items Frequency          
       Internal Auditors:   
Gender Male 8  
 Female 1  
 Total 9  
    
Age 20-30 Years 1  
 31-40 Years 5  
 41-50 Years 2  
 51Years and above  1  
 Total 9  
    
Educational Qualification BSc/HND 8  

 MSc/MBA 0  
 PhD 1  
 Total 9  
    
Group/Department Senior Special Assistant  9  
 Total 9  
    
Working Experience  6-10 Years 5  
 More than 10 Years  4  
 Total 9  
    
Employment Status Permanent 9  
 Non-Permanent 0  
  Total 9  

    Source: Interview on Tax Administrators and Internal Auditors 
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Table 5.3 
Demographic Information of the Survey Respondents  
  Items Frequency % 
Gender Male 188 55 
 Female 154 45 
 Total 342 100 
    

Age 
Less than/equal to  20 
Years 6 1.8 

 21-30 Years 125 36.5 
 31-40 Years 88 25.7 
 41-50 Years 94 27.5 
 51Years and above  29 8.5 
 Total 342 100 
    
Educational Qualification Basic Education 11 3.3 
 Secondary Certificate 64 18.7 
 Diploma/NCE 101 29.5 

 BSc/HND 130 38 
 Masters and above 36 10.5 
 Total 342 100 
    
Marital Status Single 117 34.2 
 Married 147 43 
 Divorced/ Widowed   78 22.8 
 Total 342 100 
    
Source of Income Salary 125 36.5 
 Business 109 31.9 
 Others 108 31.6 
 Total 342 100 
    
Years of Experience in Paying 
Taxes 

Less than/equal to 5 
Years 98 28.7 

 6-10 Years 125 36.5 
 11- 15 Years 86 25.1 
 16 Years and above 33 9.7 
  Total 342 100 

Source: Survey on Taxpayers 

 

Table 5.2 indicates that out of the 9 internal auditors participated in the interview, 8 

are male while 1 participant is female. The remaining 9 out of the 18 interviewees’ 
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participants are tax administrators, in which 7 participants are male and 2 participants 

are female FIRS staffs.  In addition, 6 of the internal auditors who participated in this 

study are between age of 20 to 40 and 3 of the remaining participants are of more 

than 40 years. While interviewees from tax administrators’ in this study point of 

view, all 9 participants are more than 40 years. 

  

In view of the participant’s educational qualification, 8 of the internal auditors are 

B.Sc./HND holders while 1 participant is a Ph.D. holder. Whereas, 2 of the tax 

administrators are B.Sc./HND holders, 5 and other 2 of the participants are 

M.Sc./MBA and Ph.D. holders respectively. In terms of Group/departments of the 

participants, all the 9 internal auditors are under Senior Special Assistant Group 

(SSA).  Additionally, all the 9 tax administrators are from Domestic Taxes Group 

(DTG), Modernization Group (MG), Corporate Development Group (CDG), 

Compliance Group (CG), and Enforcement Group (EG) of the FIRS. 

  

In terms of participants’ employment status, all the 18 interview participants (internal 

auditors and tax administrators) are permanent staffs of the FIRS. Furthermore, from 

the work experience perspective, 5 and 4 participants of the internal auditors are 

working with the FIRS for a period of 6 to 10 years and more than 10 years 

respectively. While all the total 9 participants of the tax administrators are with the 

FIRS for more than 10 years. 

  

Table 5.3 indicates that out of the 342 taxpayers who responded to the study, 188 are 

male while 154 are female taxpayers. 219 of the taxpayers are below 40 years old 

while 123 are more than 40 years old. Moreover, in terms of marital status, 117 of 
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the respondents are single, 147 are married people, and 78 are divorced/widowed 

taxpayers. 

  

Furthermore, educational level of the respondents indicates that 11 people had basic 

education, 64 hold secondary school certificates, 101 hold Diploma/NCE, 130 attain 

B.Sc./HND, and 36 respondents holds MSc and above certificates. In addition, in 

terms of a source of income, 125 are salaries earners, 109 are business earners and 

108 representing other sources of income. Finally, in terms of years’ experience in 

paying tax, 223 of the respondents are below 11 years while 119 are more than 11 

years’ experience in paying taxes.  

 

5.4      Result of the Integrated Internal Audit Model 

The data collected from the multiple methods on the case study is based on the 

proposed model components which include inputs, processes, outputs, and outcomes 

(see Appendix D, Figure 5.1). The data collected for each theme, sub-theme, and sub 

sub-themes are presented and discussed in the next sections accordingly. 

 

5.5      Inputs 

The proposed model developed in this study in Chapter Three (Figure 3.1) 

established that inputs must be considered from the perspectives of internal auditors 

and tax administrators. Hence, interviews were conducted on both the internal 

auditors and tax administrators. The result of the interview shows that strategy, 

environment, competency, and history are the required inputs by an internal auditor 

to perform efficiently (see Appendix D, Fig. 5.2). Figure 5.2 from the Appendix D 

articulates the strong functional connection between the main theme i.e. inputs of the 
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study and its sub-themes, which include strategy, environment, competency, and 

history as contained in the interview protocol as well as interview data collected. The 

required inputs strategy was further discussed as follows. 

 

5.5.1    Strategy Inputs 

In this section, internal audit strategy as an input requirement was discussed and how 

it was connected to internal audit function in tax administration. Strategy is an 

important element to internal auditors that is mostly involved in explaining actions 

by setting goals to be achieved, and mobilizing resources to perform the intended 

functions systematically. It is also a high level plan to accomplish one or more goals 

in a situation of uncertainty in an organization. Internal audit strategies in tax 

administration are therefore, a pattern of actions adapted and used to achieve the 

auditing goals aims to improve tax administration operational processes.  

 

Figure 5.3 (see Appendix D) provided the two most essential strategy components 

that are required for internal audit efficiency in FIRS, i.e. resource allocations and 

approach. Figure 5.4 and 5.5 in the Appendix D demonstrates the 8 participants’ 

responses on how strategy is impacting on internal audit performance efficiency. The 

remaining 10 interviewees declined responding during the interview because of their 

unwillingness to talk about the strategy. In addition, they are of opinion that it is 

something internally dealt with officially by FIRS staffs. Therefore, from the result 

of the 8 interviewees’ responses, it shows that resource allocation and approach 

strategy are the important requirement for internal audit efficiency in tax 

administration. The details of the responses are further discussed in the next section. 
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5.5.1.1  Resource Allocation and Utilization  

The participants’ responses are geared toward the strategy that is mostly deployed by 

internal auditors considering the availability of the resources provided and planned to 

achieve their goals. The participants viewed this in connection to the strategy from 

different perspectives. On this note, Participant 6 said: 

At the beginning of every year, we have a work plan. We sit down 
and design a work-plan for the whole year strategically on how to 
carry out our functions. We make sure that the plan is agreed by the 
head of our department, so that, whenever the Planning, Research 
and Statistics Department of FIRS are asking for our departmental 
strategy work plan, we present it to them. This is one of our 
strategies we used to achieve the set goals (Participant 6, Internal 
Auditor). 

  

In line with the above response, another participant who is the Senior Supervisor 

Internal Audit commented that: 

Beginning of the year, we have our audit plan of the various 
activities that need to be done throughout the year. We set the plans 
strategically to catch up with our goals and objectives. Once we get 
approval, then, we mobilise staff for the various activities. We then 
allocate staff to perform those various functions. You know, there 
is a work plan every year which is segmented based on daily, 
weekly and monthly plan. Each workload has a timeline to start and 
finish (Participant 4, Senior Supervisor Internal Auditor). 

 

The two assertions of the respondents expressed the importance of strategy action 

and how it was considered by the internal auditors in the FIRS to succeed in their 

course of auditing function. Participant 15 (Senior Manager Tax administration) 

stated that: “Work plan prepared by the internal auditors and they seek approval from 

the management is their major strategy to achieve the goals of auditing function in 

FIRS”.  
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Additionally, participant 12 said: “Preparing auditing plan at the beginning of every 

year and going by the plan is the leading strategy for successful internal audit 

performance in FIRS” (Participant 12, Assistant Manager Tax administration). “Our 

audit work plan at the beginning of every year is our ultimate strategy for achieving 

our goals and objectives in this organization (Participant 3, Internal Auditor)”.  

 

However, other participant responses are on the opinion that the right strategy 

considering the resource allocation and utilization is to have substantial human 

capital. One of the participants’ responses indicated that: “One of the effective 

strategies by internal audit in FIRS is to ensure the availability of human capital at all 

units of the auditing functions” (Participant 4, Senior Supervisor Internal Auditor).  

 

Moreover, “Human capital that could deliver the responsibilities of the auditing 

function is our key strategy for successful auditing achievements (Participant 3, 

Internal Auditor)”. Finally, participant 5 (Senior Supervisor Internal Auditor) 

expressed that: “With adequate human capital, we are able to strategize our resource 

allocation and capable of achieving our planned goals at the beginning of the year”. 

 

In summary, the participants expressed their opinion about the connection of 

resource allocation and utilization and strategy and how this is influencing the 

performance of internal audit function in FIRS. Untimely approval of the audit 

strategy at the beginning of a year is adversely affecting the implementation of the 

planned strategies. This situation is undesirably impacting on the auditing efficiency 

of the internal auditors in FIRS to achieve their auditing functions objectively. The 

issue was linked to the long bureaucratic procedures and unnecessary protocols 
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within the FIRS management that trigger the delay in the approval of the work plan. 

The situation resulted in unnecessary delay in implementing the strategy which as a 

result affects auditing activities and efficiency. 

 

In practice, the internal auditors in FIRS give more consideration and value too much 

about the audit work plan because it is the major instrument that guides the auditing 

functions and any delay in approval or deviation in practice would negatively affect 

their performance. In addition, internal auditors also are more concerned with 

adequate human resource and utilization for planning the strategy and implementing 

the strategy to success. Strategy wouldn’t be accomplished without the qualified 

audit personnel that would perform it. As discussed in Section 5.5.1.4 and Section 

5.5.1.3, lack of adequate human resources and insufficient training can hinder 

internal auditors’ performance. The next section discussed the approach element of 

strategy required by internal auditors. 

 

5.5.1.2  Approach  

Once strategy is formulated, it required an approach to establish it. The approach 

used by internal auditors as a strategy in FIRS is by using Key Performance 

Indicators (KPI) to implement the work plan established at the beginning of the year. 

When this approach is deployed as a strategy, it would provide internal auditors with 

clear picture of what can be performed by the auditors and the anticipated result. 

Responses of participant 3 on this matter indicated that: 

KPI is our strategy approach for evaluating and analyzing 
processes and individual performance in FIRS. This approach 
provides us with all the necessary information we aimed to collate 
from the auditee and the strategy is yielding the best result. The 
strategy is very effective and depending on the level of issue we are 
assessing and the form of KPI required. It is a very good approach 
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all the time and very crucial strategy to meet our auditing targeted 
goal (Participant 3, Internal Auditor). 

 
 
Participant 13 (Assistant Director Tax Administration) explained that: “The most 

effective approach and useful strategy is for internal auditor to use key performance 

indicators in auditing function”. Another respondent added that: “In FIRS, our 

internal auditors are emphasizing on key performance indicators approach as an 

efficient strategy for performing auditing functions (Participant 12, Assistant 

Manager Tax Administration)”.  

 

These respondent expressions show the importance of approach (KPI) to internal 

auditors as a strategy, in FIRS, in assessing the individuals and system performance. 

In reality, KPI is the major approach used by internal auditors in FIRS. Evidence 

from the documentary study on ‘auditing evaluation approach in FIRS’ done by the 

researcher, indicates that there are many forms of KPIs use by internal auditors in the 

FIRS to evaluate individual and operational system performance. These KPIs include 

corporate level KPIs and Group, Division, Department, Unit, System, Process and 

Individuals levels KPIs all to evaluate the performance capabilities.  

 

From the real perspective, what these respondents disclosed is what has been 

established in the internal audit manual and internal audit report of the FIRS except 

that more elaboration and details are provided specifically in the manual. Both the 

resource allocation and approach are what triggers the strategy of the auditing 

activities in FIRS. Each and every Group, division, department, and unit in the FIRS 

has a KPI designated for evaluating their performance based on the corporate 

objectives of the FIRS. In practice, what the respondents have said and what the 
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internal auditors are performing was in line with what is been documented in the 

audit manual and audit report. Additionally, the auditors are committed in practicing 

what is obtainable and within their reach from the audit manual and other guiding 

document such as FIRS Compendium and audit charter. Environmental factors were 

discussed as the next internal audit input.  

 

5.5.2    Environment Inputs 

From the result of the interview conducted, it revealed that the second input and most 

required for efficient internal audit function is the environmental factors. Favourable 

environment is important for performing internal auditing functions. There are three 

major environmental requirements that can explain the efficiency of internal 

auditor’s functions in tax administration, as shown in Appendix D, Figure 5.7, Figure 

5.8 and Figure 5.9. These three environmental requirement based on the findings of 

the study are namely legislature, organizational policy, and working conditions. 

 

Appendix D, Figure 5.6 provides the summary of the responses from 13 participants 

on how internal audit connected with the environmental consideration and how they 

impacted on the auditing efficiency. The remaining 5 participants did not provide 

relevant responses to the environmental consideration required for auditing 

efficiency. Therefore, it is highlighted from the responses of the 13 participants that 

internal audit cannot achieve its objectives without having solid background and 

support from the environmental characteristics. These environmental characteristics 

are legislature, organizational policies, and working conditions. The characteristics 

are further discussed as follows. 
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5.5.2.1  Legislature 

Legislative are laws, guides, policies, rules, and regulations provided by the arm of 

government (legislators) that is responsible to enact laws and policies that guide a 

particular operational function of the government institutions including internal audit 

activities. Therefore, these laws, guides, policies, rules and regulations are the bases 

of operational background of internal auditor in dealing with their function in any 

organization including tax administration. 

 

According to the results of this study based on the participants’ responses, the 

function of internal auditors in tax administration followed the legislative provided 

and approved by the FIRS authorities. However, it depends on how the interviewees 

perceived the legislature as necessary requirement for the internal auditors. This 

would explain how important the legislatures are to the efficiency of internal auditing 

performance. Based on this scenario, Senior Manager said:  

One of the necessary inputs required for internal auditor to perform 
efficiently in FIRS is having laws that would define their scope and 
objective and further guide the auditors in all of their operational 
function and ramification to meet the corporate objectives of the 
tax administration. The most important guide to internal auditor as 
a legislature is audit manual and audit charter among others 
(Participant 15, Senior Manager Tax Administrator). 

 
In addition, participant 1 stated that: 

 
Internal auditors in FIRS do have laws that are the basis for internal 
auditing function. Laws that includes financial regulations, 
procurement act and audit manuals and charter that assist internal 
auditors in performing the internal auditing evaluation of 
employees performance, internal control and system appraisal that 
would boost the tax administration effectiveness (Participant 1, 
Senior Supervisor Internal Audit).  

 

On the same note, participant 17 explains that: 

Audit manual and audit charter are the two primary sources of 
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legislature to internal auditors in FIRS. As we all know, issues in 
internal audit are always evolving and changing. So, for that 
reason, it is very difficult to have a single written down document 
or approach to do it. To a large extent, audit manual and audit 
charter are what internal auditors normally depend on as a source 
of legislature, guide and support for performing auditing functions 
in FIRS (Participant 17, Deputy Director Tax Administrator). 

 
 

Participant 7 (Internal Auditor) narrated that: “For you to audit efficiently, you have 

to have in-depth knowledge of the internal audit manual and charter which are 

approved by the FIRS authorities as a basis guide and legislature”. Participant 10 

(Senior Manager Tax Administration) stated that: “Audit manual and charter and 

financial regulations are the major guide and legislature of internal audit in FIRS for 

efficient performance”.  

 

Additionally, participant 2 (Internal Auditor) expressed that: “We used procurement 

act as our legal backing to internally audit how things are being procured in FIRS, 

and to ensure the entire necessary document are completed and all processes have 

been followed”. Moreover, participant 5 (Senior Supervisor Internal Audit) stated 

that: “Procurement act is one of our legislature that facilitate our audit function in 

FIRS in evaluating and analyzing any processes that are internally required in the tax 

administration”.  

 

Another respondent have opined that: 

Internal auditors in FIRS employed financial regulations as their 
basis for operation due to the fact that this organization is dealing 
with revenue collection therefore; we are more of transacting with 
finance. Without the vibrant financial regulations, internal auditors 
would not be able to audit our tax administration that is based on 
financial activities. Henceforth their (auditors) ability to provide 
credible service to improve performance will not be achievable 
without legislature (Participant 18, Director Tax Administrator).  
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From the above statements, it indicates that internal audit functions are guided by 

laws and regulations that include audit manuals and charter, financial regulation and 

procurement act. Furthermore, this shows the important of legislature as part of 

required inputs to internal auditing functions in tax administration. These laws and 

guides, rules and regulation are the fundamental basis establishing and describing the 

nature and functions of internal audit activities in FIRS. In essence, the quality of the 

laws, rules and regulations are the major determinants of the auditing efficiency that 

can strengthen auditors’ activities and continue supporting their functions. 

 

In summary, legislature is legal documents that can define the mandate and 

responsibility of an internal auditor and auditing practice in tax administration. These 

legal documents provide a guide and procedure concerning the auditing functions 

that could lead to success. In reality, the documentary study carried out on FIRS 

internal audit legislature and guides indicate that the current audit manual and audit 

charter were last reviewed and updated in the year 2009. Some of the financial 

regulations are far back traced to colonial era in the year 1958 and are still being 

used even though they are old, archaic, long time un-reviewed, obsolete and not 

reflecting the auditing current situation in FIRS. Notwithstanding that the FIRS 

Compendium of Tax and Related Laws stated that legislature connected to FIRS 

operations are subjected to review in every four years. In line with the above, audit 

manual, audit charter and financial regulation are not in line with what is stated in the 

compendium law. This, in a long run, affected the efficiency of the internal auditing. 

To improve the legislature, there is a need to update the internal audit legislature as 

stated by law, considering the evolving and dynamic nature of auditing functions 

globally. This would improve the auditors’ efficiency in achieving auditing goals and 
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FIRS objectives. The next required environmental input is organizational policies as 

discussed next. 

 

5.5.2.2  Organizational Policy 

Policy is a set of plan or ideas of what to be done in a particular situation, and has 

being officially agreed by a group of people in an organization (Hicks et al., 2016). 

Therefore, organizational policies are plan and ideas that are officially approved by 

the organizational management on how a particular task is to be done in any given 

situation. Internal auditors in this case, has the mandate to follow the policies 

approved by the tax administration (FIRS) to perform their functions and dealt with 

any situation in performing a task.  

 

Therefore, policies are important factors for understanding the ability and capability 

of internal auditors’ environmental support and bases in performing efficiently and 

effectively. The study interviewees have expressed their opinions regarding the 

organizational policy required as internal audit inputs. 

 

Based on the organizational policy, participant 9 said that: 

In FIRS, we have many policies on different issues, but in internal 
audit, we normally operate based on the FIRS corporate policies. 
The FIRS corporate policy is the general policy of the tax 
administration which every staff whether technical or supporting is 
agreed to be abide by, in any situation, concerning how to perform 
he or her function diligently. FIRS as tax organization, its primary 
objective is to generate adequate revenue to the government. To 
accomplish this objective, we are abide by the organization policy 
and would be able to achieve the FIRS corporate goals (Participant 
9, Chief Internal Auditor). 
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This shows that internal audit organizational policies are inter-wine with the 

corporate goals of the tax administration. As they are working in the tax 

administration, internal auditors must abide by the FIRS policy toward achieving the 

corporate objectives of the tax administration. This is because their function in the 

FIRS is to assist FIRS improved its performance and achieved corporate objective 

for establishing the organization. In addition, participant 7 expressed that: 

The organizational policy concerning the internal auditors in FIRS, 
we do follow FIRS corporate policy for proper guidance. The 
corporate policy of FIRS stated that all the staff member of FIRS 
irrespective of its unit or department is expected to work with 
utmost faith and dedication to the accomplishment of the corporate 
policies of the tax administration. That is to work perfectly to 
maximize the tax revenue generation to the government of the 
federation   (Participant 7, Internal Auditor). 

 

On the same issue, another participant who is Deputy Director stated that: 

In terms of organizational policy, all the FIRS staffs are working 
toward the corporate policy of FIRS. Policies of internal audit are 
spelt out in conjunction with the FIRS corporate policy. So, the 
policy of internal audit that is important to this organization is to 
assist the FIRS management in achieving the overall corporate 
policy of the tax administration which is maximizing the tax 
revenue generation on behalf of the government (Participant 17, 
Deputy Director Tax Administrator). 

 
 
Participant 6 (Internal Auditor) added that: “FIRS corporate policies and our own 

auditing policies and standards plus other circulars that form the basis principle that 

are guiding our organization’s policies”. In addition, participant 15 (Senior Manager) 

expressed that: “Irrespective of department or unit, as a guide, we are all working on 

the same organizational policy which is meant for achieving the corporate policy of 

the tax administration”. 

 

These responses show level of how important FIRS corporate policies are guiding 
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internal auditors in performing auditing function. In addition, some respondents 

viewed that internal auditors are following the divisional policy they belong to as a 

major guide to their functional activities as organizational policy. In FIRS, there is 

corporate policy, group and divisional policy that are guiding the staff in any 

situation as indicated in the FIRS Compendium of Tax and Related Laws document. 

For instant, participant 11 (Senior Supervisor) highlighted that: “In most cases, every 

staff is obliged to be confined within the policy of its division, group and sometimes 

department policy in which he or she is serving in the FIRS”. 

 

While narrating on the divisional and department policy, participant 3 stated that: 
 

Divisions in FIRS on their own, have policy for their member staffs 
as a guide, to perform any function within their jurisdiction. 
Divisional policy is derived from the corporate policy and is 
simplified to the level that is narrower down to the task ahead of 
the division or department. So, internal auditors are highly 
observing their divisional or department policy to get guided and to 
be in harmony with the achievement of the tax administration 
objectives (Participant 3, Internal Auditor). 

 
 
In summary, organizational policy is an environmental factor required by internal 

auditor especially in tax administration. Policy that can guide auditing activities and 

specifying the function required at any stage. In practice, in FIRS, corporate and 

divisional policies are the major sources of environmental consideration as they play 

a vital role in guiding the internal audit activities and providing a clear path on how 

to deal with a particular situation.  This was also confirmed by the researcher from 

the FIRS documents such as Compendium of Tax and Related Laws, and Nation Tax 

Policy that there are many policies ranging from corporate, division, group, and 

departmental that are all applied at various levels to guide the operational processes 

of the FIRS staffs toward accomplishing its visionary objective in tax administration. 
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In this case, internal audit department is following the FIRS corporate, divisional and 

departmental policy and other related policy documents that are leading toward 

achieving FIRS objectives. The following section discussed the final environmental 

factor required as internal audit input i.e. working condition.  

 

5.5.2.3  Working Condition 

Working conditions are principles and ethical consideration that organization 

normally provides to their prospective and existing staff to serve the organization 

functions. The working conditions or conditions of service are clear terms, rules, and 

regulation approved by the organization management that any staff is oblige to refer 

to in case of performing a duty, misunderstanding, and to settling grievances arises. 

In addition, it is a guiding document for right and privileges as well as disciplinary 

and sanction on the other perspectives.  

 

FIRS as a tax authority have its own working conditions that are approved by the top 

management and applied upon its entire staffs in a different circumstance. In this 

case, the respondents of this study provided their perceptions and views and further 

highlighted the important roles of working condition in internal audit as an 

environmental consideration for efficient auditing performance.  

 

On this note, participant 18 expressed that: 

Our working condition in FIRS which every staff is confined to and 
obliged to follows is FIRS condition of service. This includes 
internal auditing staffs as they are part of the tax administration. 
FIRS conditions of service are applied on internal auditors and they 
used the working condition as a catalyst to perform their function 
and deliver their duty toward the effectiveness of the tax 
administration.  It is written in the terms and condition of service in 
FIRS that the main reason for the conditions of service is to enable 
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the employees and staff of the FIRS to know and understand what 
is required from them and what they are entitle to and their benefits 
from the tax administration (Participant 18, Director, Tax 
Administrator). 

 

In line with the above responses, participant 5 stated that: 

For working condition, we relied on FIRS condition of service. To 
a large extent, 70 to 80 percent, we have written down conditions 
of service and procedures we are practicing in our daily activities 
and functions. So, these conditions of service are most guides that 
one cannot go beyond and if for any reason (auditor) he or she 
violated the standard, immediately, the person would be called to 
order (Participant 5, Senior Supervisor Internal Auditor).   

 
 
These expressions by the respondents show how the condition of service is so 

important and connected to the internal audit and staff environmental factors. This 

also indicated how essential the conditions of service are in guiding operational 

activities of the FIRS staffs in general and internal auditing efficiency in particular. 

In addition, the condition of service is a template which provides the description of 

the right and privileges of internal auditors and other FIRS staffs on what is expected 

from them and what they can benefit from the FIRS authority in returns to their 

services. 

 

In addition, participant 9 (Chief Internal Auditor) said, “Our main working condition 

as internal auditors is FIRS condition of service as it was enshrine in the FIRS Act 

establishment”. Furthermore, participant 2 (Internal Auditor) added that: “For 

working conditions, we do adhere to general FIRS working conditions as one of our 

sources of guide and ethical consideration to our surrounding environment in doing 

our internal auditing work”.  

 

However, some respondents of the study have expressed other views concerning how 
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working condition is explaining the internal auditor performance in tax 

administration. For instance, participant 3 (Internal Auditor) said that: “As a public 

servant, internal auditors and other FIRS staffs are guided by the public civil service 

rules in Nigeria. Therefore, FIRS condition of service should follow the public civil 

service rules of the Federal Government of Nigeria as provided by the constitution of 

the federation”.  

 

On the same issue, participant 12 (Assistant Manager) explained that: “Internal 

auditor and any other FIRS staffs are guided by the federal civil service rule and all 

condition of service of any federal institutions are to be setting in line with the 

federal civil service rules unless where specified”. The views of these two 

participants’ show the important role of civil service rule as a guide and accepted 

process used in performing legitimate auditing function in FIRS by internal auditors 

and on the other hand tax administrators. 

 

In summary, both the FIRS working condition and civil service rules are written 

down principles and guides to the internal auditors in performing their function. The 

two documents i.e. FIRS condition of service and civil service rules provide a vital 

environmental input to the activities of internal auditors in defining their enabling 

environment and responsibility for efficient functions in the tax administration. In 

essence, FIRS condition of service followed the federal civil service which is the 

apex institution that is mandated with providing the federal public civil service rules 

and regulation in Nigeria. On this account, any other federal government institutions 

in Nigeria are required to develop their own rules and regulation together with 

condition of service in line with rules and regulation laid by the Federal Civil Service 
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Commission (FCSC). 

 

In practice, internal auditors in FIRS are firmly observing the conditions of service as 

well as civil service rule to avoid operational misconduct and ethical deviation from 

the approved standard. Additionally, their adherence to the rules and conditions of 

service assist them to perform their activities honourably. Even though some of the 

FIRS conditions of service were last updated in 2009 as noticed by the researcher on 

‘FIRS condition of service’ document which is contrary to the Compendium of Tax 

and Related Laws which stated that laws and rules and regulations should be 

reviewed every four years. This situation adversely affected the efficiency of the 

internal auditing activities and effective deliverance of auditors function. The next 

required input in internal audit integrated model is competency as discussed in the 

following section. 

 

5.5.3    Competency Inputs 

This section discussed the competencies that are required and considered in the 

model of this study as a third input for efficient internal audit performance in tax 

administration. Competency is a combination of theoretical attributes and practical 

knowledge, qualification, values, and cognitive skills used to explain capability and 

tool to enhance performance in an organization. Competency also include the ability 

and capability of an employee to think and having emotional intelligence, and 

behavioural skills to perform a specific role designated to him or her to achieve fixed 

objective in an organization.  
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In addition, competency is regarded as a set of predefined cognitive attributes that 

can provide a structured guide to a task performer. A guide that could enable the 

employee to identify, evaluate and develop skills and strategies for performing their 

duties proficiently. Also competency can play important role that can improve 

performance and assist in delivering the organization activities successfully. 

 

In this study, the competency constitutes the internal auditors qualification, values, 

knowledge, experience and cognitive skills that are necessary for enhancing the role 

of internal auditors in tax administration. Figure 5.10 (see Appendix D) provide the 

summary of outcome of the interviews conducted which show the forms of 

competency needed for the efficiency of the internal audit performance in FIRS. In 

addition, Appendix D, Figure 5.11, 5.12, 5.13 provided the 15 responses of the 

participants who provided their views in connection to the competency requirement 

for efficient internal audit functions. The remaining 3 participants declined to 

response on the competency requirement for lack of knowledge and certainty 

concerning the issue on auditors’ competencies. Therefore, the responses of the 15 

participants in this study highlighted three forms of competency required by internal 

auditors’ which are qualification, knowledge and skills competencies.  

 

5.5.3.1  Qualification  

Qualification competency is the vital element for understanding the ability and 

reliability of an employee to perform his function on a job assigned to him in an 

organization. Qualification is attributed to the basic fundamental knowledge and skill 

that could allow the employee to identify and understand the task and responsibility 

attached to his employment status and to deliver the responsibility sufficiently.  
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However, the way respondents perceived the role of qualification as a competency 

element in performing internal audit function is discussed based on the respondent’s 

knowledge, believes and views. On this note, participant 4 stated that: 

In FIRS, any staff, whether internal auditor or other staffs are 
highly encouraged to acquire the right qualification in order for him 
to sustain the challenges of the work and enjoy the services of the 
organization. By qualification, we do prioritized professional 
qualification such as chartered accountant and other accounting 
related professionalism. This will enable us to work as 
professionals and achieve our goals through expertise we have 
treasures with (Participant 4, Senior Supervisor Internal Auditor).   

 
 
Another participant while explaining on the competency issue said that: “In FIRS, all 

staffs are encouraged to be professionals including internal auditors. This would 

assist them to perform their task all the time without any hindrance or bottleneck 

(Participant 11, Senior Supervisor Tax Administration)”. Moreover, participant 5 

(Senior Supervisor Internal Auditor) asserted that: “Professional qualification and in 

particular chartered accountant is one of our great priority in this organization as our 

primary objectives of the organization is revenue collection which more than 90 

percent of our activities has to do with accounting related issues”. 

 

In addition to the above responses, participant 16 narrated that: 
 

Qualification is very essential and most considered in FIRS. We 
encourage and recommend our staff including internal auditor to 
acquire the right qualification and most important professional 
qualification such as chartered accountant (ACA), certified national 
accountant (CNA) etc. That is why we have the highest qualified 
chartered accountant as a public organization in this country. We 
have about 700 qualified accountants that are servicing in various 
capacities including the internal audit department (Participant 16, 
Senior Supervisor Tax Administration).  

 

Additionally, “Qualification is very important in this organization especially 

accounting related qualification such as chartered accounting etc. (Participant 1, 
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Senior Supervisor Internal Auditor)”. Participant 9 (Chief Internal Auditor) disclosed 

that: “As a tax employee, you would not be relevant if you are not exhibiting 

professionalism in your services. For that reason, we honoured and respect staff with 

professionalism in internal audit and to the entire tax administration”.  

 

Participant 13 (Assistant Director Tax Administration) added that: “Professionalism 

is one of our core operational demands in FIRS to deliver our national 

responsibilities for collecting revenues to the government of the federation”. 

Participant 2 (Internal Auditor) concludes that: “FIRS is a professional organization 

for revenue generation. Therefore, it is expected for any staff to serve diligently in 

the organization to exhibits professional practice as required to be called qualified 

tax employee”.   

 

Qualification in FIRS is one of the most important attributes of competency that the 

management of the FIRS perceived more useful to achieve the competency required 

input. Chartered accountant (ACA) and other professionalism qualification such as 

certified national accountant (CNA) are most regarded as the major qualification 

requirement for efficient internal audit competency. These qualifications are the most 

important requirement for explaining competency level in internal auditing in tax 

administration. The responses of the participants explained the high regard 

professional qualification played in understanding the ability of internal auditor as 

well as FIRS staffs in general. In summary, these responses provided participants’ 

perception and views on the required qualification in connection to internal auditors’ 

competency in FIRS. 
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In reality, the analysis of documented record of FIRS staffs qualification show that 

some of the FIRS internal audit staffs qualified to be the professionals by having the 

right qualification to deliver the competency requirement while some are not. 

However, less than half of the auditing staffs are qualified to have one or more 

professional qualification on different capability which they acquired on the job. 

Practically, there are 35 internal auditor in the FIRS headquarter in which only 13 

(37.1%) has attained the qualification of ACA, CISA, or CNA. This situation no 

doubt could be one of the major hindrances for inefficient performance of the 

internal auditors in the FIRS. The next section discussed the internal audit required 

knowledge of competency for performing in the tax administration. 

 

5.5.3.2  Knowledge  

Knowledge is awareness, familiarity or understanding of something such as facts and 

information that is acquired through formal education or experience by discovering 

or perceiving ways of performing a task appropriately (Boghossian, 2007). 

Knowledge also refers to as understanding something or subject matter on how to 

perform a task that could be practical or theoretical that can enhance the ability of the 

performer. Knowledge competency is another important element required by internal 

auditors in FIRS. In Nigeria, level of knowledge to public civil servants is very 

important. This was followed by the last reformed (May, 2007)4 of the Federal Civil 

Service in the country. The Federal Government of Nigeria since then has set the 

minimum knowledge (certificate) to its staffs (existing and potential) and who ever 

do not attain the minimum was disengage from the service. Therefore, possessing 

 
4 The reform was headed by the then Minister of Federal Capital Territory and they undertook a 
general review of the public service rules and financial regulations concerning many issues including 
the minimum requirement for employment into the Federal Government service. The committee 
produced a white paper which was later adjusted and approved by the Federal Executive Council on 9 
May, 2007 where it took effect therefrom. 
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right level of knowledge was made mandatory before someone can be employed into 

the FIRS as well as to be internal auditor. Opinion of the participants in this study 

varied based on their knowledge and experience. Nonetheless, they stressed the need 

for the knowledge as one of the prerequisite for competency requirement in internal 

audit in tax administration. Figure 5.6 in Appendix D, illustrated the sub sub-theme 

of the interview and summary of the participants responses. One of the participants 

who is Senior Supervisor Internal Auditor stated that: 

The minimum required knowledge for internal auditing in FIRS is 
graduating from University or its equivalent higher institution i.e. 
to have Bachelor degree or Higher National Diploma (HND). You 
won’t be employed as internal auditor without having any of the 
two or higher than that. That is why all our internal auditing staffs 
are graduates and some have additional knowledge and certificate 
to add value to our services (Participant 1, Senior Supervisor 
Internal Auditor). 

 
In addition, participant 18 opined that: 
 

In respect of knowledge, all the technical and supporting staffs of 
FIRS are graduates. The minimum requirement for being a staff in 
FIRS, since some years (2007) back, according to Federal 
Government reform. People who are graduates and are accounting 
knowledgeable are considered first when it comes to FIRS 
recruitment and those staff that are graduate but lack accounting 
knowledge are giving opportunity to attend approve accounting 
training and workshops to be more familiar with necessary 
accounting knowledge that can make them able to deliver more 
quality services. With this, their knowledge will improve and get 
better (Participant 18, Director Tax Administrator).   

 

In line with the above responses, participant 2 expressed that: “In view of 

knowledge, we are all graduate staff from various disciplines of life pool up with 

skills and technical know how about our subjects and areas of responsibility”. When 

another respondent asked whether they are facing challenges or difficulties with staff 

knowledge from competency point of view, the participant response expressed that:   

I don't think there is any problem regarding the knowledge of our 
staff. This is because all the auditing staffs are graduates and you 
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cannot be part of auditing staff without having basic knowledge of 
accounting even though we have internal auditors whose their 
background is not accounting. In this case, FIRS management 
organizes sometimes training and workshops for them to participate 
and acquainted with accounting knowledge. In fact, for that reason, 
we are very much qualified and performing better   (Participant 7, 
Internal Auditor). 

 

In a connected issue, some respondents view the competency knowledge required for 

internal audit is to have accounting background knowledge. That is those that are 

accounting graduates are proficient in performing better in internal auditing 

compared to any person from other background of academic knowledge and 

discipline. Senior Supervisor Internal Auditor 1 confirmed this as saying: 

Thank God most of our people in terms of knowledge are graduate 
staff and having accounting background and at the same time for 
those who are not from accounting base, they go for three months' 
courses in accounting and tax issues. During the courses, they are 
taught advanced accounting and other financial related courses 
periodically to make them well acquainted with issues related to 
accounting and challenges of our professions. So, any other person 
or staff of internal audit who is not from accounting background 
would find it difficult to be familiar with the training and practicing 
the auditing services efficiently and effectively. In fact, internal 
auditor without accounting background and knowledge is like a 
manufacturing company without raw materials (Participant 5, 
Senior Supervisor Internal Auditor). 

 

On the same note, participant 8 (Senior Supervisor) established that: 

To perform efficiently as an internal auditor especially in a tax 
organization; one should have the knowledge of accounting i.e. 
having sufficient background knowledge in accounting. If an 
internal auditor lacks accounting knowledge, definitely it is 
impossible for the person to perform his function efficiently and 
this will render his services ineffective and performing very poor. 
To remedy this, an internal auditor in FIRS must be familiar with 
accounting knowledge and practice thoroughly (Participant 8, 
Senior Supervisor Internal Auditor). 
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According to the above responses, an internal auditor who has accounting knowledge 

is expected to perform more efficiently and effectively. To a large extent, internal 

auditor that does not have knowledge of accounting would not be efficient and his 

performance on duty will be less productive. But in a situation whereby an internal 

auditor who come from other discipline (background) and are able to attend training 

and workshop their performance increase.  That is auditors who are not accounting 

oriented after attending accounting training courses and workshop their performance 

in auditing functions improve and yielded appropriately.   

 

Therefore, an internal auditor particularly in a tax administration such as FIRS, 

accounting practice is the strength of their performance as their organization is 

dealings with collecting tax. Accounting knowledge as such is very essential. 

Furthermore, the participants shows that the minimum knowledge required for 

internal auditor in FIRS is a Bachelor degree (B.Sc.) or Higher National Diploma 

(HND) or higher than that. Moreover, accounting knowledge is very important factor 

that explain the competency requirement in FIRS and can increase internal auditor’s 

performance in tax administration.   

 

In a similar respond from another perspective, participant 6 (Internal Auditor) said 

that: 

For an internal auditor to perform competently, you should first of 
all and most importantly, have accounting background knowledge. 
We have quite a number of staff with accounting knowledge in 
internal audit and FIRS, even though, we have some staffs from 
other discipline that are related to accounting. Others are trained 
and acquired the accounting knowledge on the job. As we are 
servicing the tax organization as internal assessors, an internal 
auditor must be acquainted with accounting terms and word so that 
to avoid misleading information and reporting inappropriately 
(Participant 6, Internal Auditor). 
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Knowledge is a light and guide that can leads to success in all human endeavours. 

Therefore, any organization that wants to succeed shall have knowledgeable staff 

that could understand, explained and reacted to the operational processes at any 

circumstances. In this regard, attaining certain level of knowledge is one of the basic 

requirements for success in discharging internal audit function in tax administration. 

Knowledge of accounting in internal auditing is among the major contributing factor 

of competency element required for efficient performance in the FIRS. 

 

In summary, some of the FIRS staffs are not from accounting and accounting 

rudiment field and are employed into the FIRS based on political and social 

affiliation to the management of the tax administration and top government officials. 

For instance, there are estate surveyors, engineers, and architects that are recruited as 

permanent staffs and are working with the FIRS in various capacities. But those that 

are working in internal audit department and other departments and are not from 

accounting background, they are required to attend training and workshops organize 

by FIRS management, in order for them to acquire basic accounting knowledge and 

principles. This prepared them to concentrate on their duties and carry out their 

responsibilities in an efficient manner.  

 

In reality, the training and workshop is not adequately provided by the FIRS 

authority in recent years as disclosed by other staffs in the FIRS who are not part of 

this study respondent. Whereas, in essence, training and workshops is a mechanism 

that could improve the efficiency of the internal audit department and hence make 

the auditing function effective and impacting positively on FIRS performance. The 
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next section discussed skills competency which is the final competency elements 

required as input to internal audit in tax administration. 

 

5.5.3.3  Skills  

Skills competency is an ability of internal auditor to perform a task in an efficient 

and skilled manner with a predetermined result, mostly within a specify time, energy, 

or both (Robles, 2012). Competency skills normally are required as important factor 

to evaluate the degree of the skills and readiness of auditor to demonstrate his or her 

proficiency in performing auditing function in an efficient manner. In tax 

administration, exhibiting skills in performing a task by internal auditor would 

indicate his ability and competency to serve the organization toward its objectives 

accomplishment. In addition, skills normally required environmental motivation and 

encouragement to evaluate the level of skills being used to accomplish a task in an 

organization.  

 

Objectives of internal audit in FIRS would be achieved by effective use of skills and 

competency revealed by internal auditors in the course of performing auditing 

function. Therefore, skills are very important to internal audit competency that can 

describe the ability and capability of the auditors in improving the tax administration 

operational processes and effective services to the stakeholders. More so, skills are 

also refers to technical ability of an employees that is connected to performing a 

specific task meant to achieve a set target or objective.  

 

Various responses from the study interviewees have expressed different views on 

how skills form part of competency required by FIRS internal audit functions. Figure 
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5.7 (see Appendix D) provided the sub sub-theme of the interview and summary of 

the participants’ responses. On this issue, participant 7 highlighted as follows: 

The core required skills in terms of competency are to have 
managerial skills. If you are in internal audit unit, you need to be 
versatile in management knowledge, i.e. accounting, business 
administration, economics and others. This will widen your 
knowledge and increase your skills and ability to work hard. If you 
are in a special audit like Information Systems Audit, there is a 
unique competency and skills required and the same applied to 
other units of the internal audit (Participant 7, Internal Auditor). 

 
On the same note, participant 14 stated that: 
 

Managerial skills are part of the internal audit competency that is 
very fundamental and most important in FIRS. It is because, 
internal auditors as they are servicing the management of the FIRS, 
then, it is necessary to have knowledge and skills related to 
management on how to perform evaluation activities and prepare a 
report that is valuable and managerially useful (Participant 14, 
Senior Supervisor Tax Administration).   

 
Another participant who is Tax Manager added that: 
 

Internal audit competency should include managerial skills. These 
managerial skills are the kind of skill that guide the auditing 
function and hence facilitate the services of the auditors in dealings 
with employees, system and process evaluation on one side and the 
management of FIRS at the other side. Therefore, managerial skills 
are very important to internal auditors’ knowledge in determining 
their efficiency and competencies in tax organization like FIRS 
(Participant 10, Manager Tax Administration). 

 
 
From the above responses, it is indicated that managerial skills are highly required by 

internal auditors performing in FIRS. The respondents emphasized the needs for 

managerial skills as an articulator of internal audit competency. Internal auditors as a 

subordinate to FIRS management, they should know, understand and ensure 

providing what management are expecting from their services or functions and try to 

achieve their target. In reality, internal auditors are performing averagely on what is 

expected from them by FIRS. The performance of auditors based on the auditing 

report of the FIRS is one of the few example observed by the researcher. However, 
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other respondents expressed their perceived skills in terms of internal audit 

competency from another perspective. On this note, participant 8 (Senior Supervisor) 

disclosed that:  

Internal auditing staffs in FIRS are staffs combination from various 
disciplines that are working together with different skills to achieve 
one goal. That is one thing that make FIRS internal audit today 
what it is from the competency perspective. We have staff from 
accounting background and other accounting rudiment field and to 
a large extend of non-related disciplines, but we understand each 
other and work in harmony toward our corporate objectives 
(Participant 8, Senior Supervisor Internal Auditor). 

 
 
While discussing about competency skills of internal audit in FIRS, participant 1 

(Senior Supervisor Internal Auditor) said: “In FIRS, our internal audit staffs are 

staffs with skills that are connected to our profession. That situation gives us 

additional strength to do the auditing function based on our ability”. Another 

respondent stated that: “In terms of auditors’ skills, we have staffs from various 

disciplines with vast experience to deals with different situation thus, that give us 

power to do our job (Participant 5, Senior Supervisor Internal Audit)”. But, when the 

participant further asked to discuss on the challenges they are facing in FIRS in terms 

of competencies, the participant stated that:  

Some of us are not provided with training especially from 2015 to 
date (2017) that can improve our skills and competencies. 
Activities are not moving correctly in internal audit of FIRS, and 
the nature of our work is dynamic, many new challenges are always 
evolving. We need more training within the country and abroad to 
enhance our competencies. Through the training we learn new 
skills and deliberate on evolving issues which at the end would 
enable us to improve our efficiency and effectiveness (Participant 
5, Senior Supervisor Internal Auditor).  

 
 
In summary, skills competency is identified as one of the most important elements to 

internal audit competency in FIRS. The required skills are managerial skills and 

other forms of skills that the FIRS internal auditors possessed which they acquired 
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from their various discipline and undertakings. In reality, the documentary analysis 

on FIRS human development done by the researcher revealed that there are some 

FIRS staffs whose records show that they are not from accounting or accounting 

connected field, and some with less analytical skills among the internal audit staffs. 

This has its own damaging impact and consequences on the internal auditing in 

particular from the perspectives of their efficiency in performing auditing function. 

In essence, lack of adequate training provided by FIRS makes the situation more 

difficult and challenging for internal auditing functions to be efficient. Additionally, 

political and personal interest are what triggered FIRS management in providing the 

adequate training and workshops to the FIRS staffs. The next section discussed the 

final component of Integrated Internal Audit Model input required for efficient 

internal auditing performance. That required input was history.  

 

5.5.4    History Inputs 

History is the study of past events or activities, discoveries, memories, collections, 

presentation, organization, and interpretation of facts about those events or activities 

(Grafton, 2006). It is used to objectively identify and understand the patterns and 

nature of cause and influence that explain the activities. History as one of the 

required inputs of internal audit in FIRS was used to ascertain the past activities in 

terms of discoveries, collections, human resources and materials resources allocation 

and utilization that can be used to explain the performance of internal auditors in tax 

administration. However, in this study, the responses of the study interviewees are 

based on the FIRS internal audit history resource allocation and utilization in terms 

of human and materials that could have described on the auditing performance.  
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Appendix D (Figure 5.14) provided the result of the interview conducted which 

indicates that two nature of history required namely human resource history and 

materials resource history for efficient performance of internal audit in tax 

administration. Appendix D, Figure 5.15 and Figure 5.16 provided the summary of 

the responses presented by 9 participants on the history required for efficient 

activities of the internal auditing in tax administration. The remaining 9 participants 

have no ideas about the auditing history in the FIRS therefore, did not expressed 

anything concerning the history in the past and present issues. Therefore, the 

responses of the 9 participants who shared their knowledge about the history were 

discussed in the next section.  Human resource history of internal audit was first 

discussed as follows. 

 

5.5.4.1  Human Resource  

Human resources are the elements for determining the internal audit performance in 

tax administration that includes the experience, qualification and adequacy of the 

internal audit staffs designated to perform the auditing functions. How the 

respondents understand and described the human resource allocation is very 

important in carrying out internal auditing functions in tax administration. In view of 

that Senior Supervisor Internal Auditor expressed that: 

Well, the most important element in the history of internal audit in 
FIRS is human capital required that can adequately satisfy the 
demands of the auditing functions. Sometime our staffs are been 
transferred to some other departments without replacement. This 
creates a lot of issues and vacuum to the remaining staffs and they 
find it difficult to maintain the situation which in turn affects their 
performance (Participant 5, Senior Supervisor Internal Auditor). 
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In addition, participant 7 commented that: 
 

Yes, in the past, we have many qualified staff in the internal audit, 
but, when FIRS expand its coverage and more offices were opened, 
the member staffs were transferred from internal audit to other 
units without replacement; this has affected our staff strengths. 
Currently, we need more qualified staffs to fill in the vacancies of 
the internal audit as we act as checks and balance to the 
organisation. We demand more qualified human allocation to 
compliment the efforts of our drained staffs (Participant 7, Internal 
Auditor). 

 

Participant 13 (Assistant Director) stated that: “Qualified staffs are more required in 

the history of internal audit as well as the entire services of the FIRS for effective 

performance and deliverance”. “From human resource perspectives, we need 

adequate human capital that can deliver the functions of internal audit efficiently 

(Participant 1, Senior Supervisor Internal Auditor). In addition, participant 2 

(Internal Auditor) opined that: “Insufficient qualified staff in the internal audit means 

low performance and ineffective outcomes. This situation is what is being obtainable 

in FIRS history where we have insufficient audit staffs that affect our auditing 

performance”.  

 

Participant 8 (Senior Supervisor Internal auditor) added that: “Adequate human 

capital is one of the key elements that could lead to success of internal audit 

performance in tax administration”. Participant 4 (Senior Supervisor Internal 

auditor) concluded that: “Without adequate human capital, internal audit 

performance efficiency in FIRS is unachievable i.e. what we lack in FIRS and the 

situation resulted in negative impact on our performance in the past and present”. 

 

From the above expressions of the participants, it indicated that having adequate 

internal audit staffs is a strategic determinant for having efficient audit function. In 
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addition, the responses show that in FIRS, there are not adequate audit staffs 

allocated to the auditing functions in the past and this is affecting their present 

performance which, if not reviewed and manage would trigger their future efficiency 

and effectiveness. The study interviewee’s responses also show the important role 

and the consequences of lack of adequate human resources in the history of internal 

audit in the FIRS.  

 

In reality, from the practical point of view on human resource history, the FIRS have 

insufficient internal audit staffs at the headquarter Abuja, who can perform the 

internal auditing function efficiently. The documentary analysis by the researcher on 

the records of internal audit staffs allocation in FIRS revealed that there are only 35 

(22 Male and 13 Female) internal auditors (out of 1856 staffs of FIRS, HQ) that are 

handling the functions of internal auditing at the headquarter Abuja. These auditors 

are also responsible for coordinating and commanding other 6 internal auditing 

offices located outside the headquarters across Nigeria.  

 

In addition, the 35 internal auditors including the chief auditor were allocated with 

only 8 offices in the FIRS to accommodate them and perform the auditing functions. 

This staff number together with their offices is not adequate enough to perform the 

function of internal audit thoroughly, efficiently and effectively at the headquarters. 

There are 1856 staffs at the FIRS headquarters that are doing other FIRS operating 

processes such as tax upgrade/promotion, disciplinary action and check and balance 

that required attention of the internal auditors’ assessment and report to the 

management. Additionally, the internal auditors are responsible for receiving and 

analyzing other internal audit findings from the 6 outpost auditing offices and finally 
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submit to the FIRS management. This makes their task very challenging and 

overburden their ability to work efficiently in the past and present auditing functions.  

 

In summary, the history of human resource allocation in FIRS were associated with 

issues of in adequate internal audit staffs in the FIRS headquarter Abuja has adverse 

consequences on the auditing performance. This was as a result of, sometimes, 

transferring internal auditing personnel to other department or unit within the FIRS 

without replacement which end up increasing the workload to the remaining few 

auditing personnel in the head office. This situation affects the efficiency of the 

remaining audit staffs and weakening their effort to perform their auditing functions 

adequately. In addition, the participants’ responses confirmed the documentary 

analysis where inadequate human capital and resources were identified as a weakness 

for internal audit in FIRS which is affecting their efficiency.  

 

In reality, due to the inadequate auditing personnel, auditors’ function is not efficient 

and the workload is too much for them to accomplish substantially. Similarly, the 8 

offices as observed by the researcher are not enough to accommodate the auditors; 

they are small in size and inadequately having facilities such as computers, office 

cabinets, office space and other electronic accessories for performing internal audit 

functions efficiently. The next section discussed the second element required in the 

history of internal audit activities in tax administration to perform i.e. material 

resource allocation.   
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5.5.4.2  Material Resources  

Material resources could be services, energy, and tangible or intangible assets in 

nature to assist performance of individual in carrying out a function in an 

organization (Boarini & d’Ercole, 2006). From the material resource history 

perspectives of internal auditing in FIRS, the participants’ responses shows how 

material resource allocation is connected to auditing efficiency and effectiveness. 

The participants identify two material resources that can explain the performance of 

the internal auditors in tax administration. The two material elements are training and 

budget. Responses of the participants during the interview conducted were varied, 

and each and every one commented on the issue based on his or her owned views, 

experience and knowledge in the past and present and how this influences the 

auditing function in FIRS. Participant 18 disclosed that: 

I consider material resource required here is training. Training and 
retraining in this type of department is much required. For the fact 
that, things are changing every day, but to some extent they are still 
using the same ideas they had even before some of them joined the 
FIRS service. This is most disturbing especially for the past 2 to 3 
years, things are not moving well and training is not sufficiently 
granted to all (Participant 18, Director Tax Administrator). 

 
In his own perception, participant 1 commented that: 
 

When I came here in 2016, one of the things I noticed is that, the 
allocation given to Internal Audit Department on training was not 
adequate. Our department is neglected when you talk about 
training. We do not want a situation whereby when our colleagues 
are talking; we will be asking ourselves what they are talking 
about. We do not want to remain at the same level. We need to be 
trained and retrained. If we can have the same opportunities as 
others, we will be able to deliver more quality services. With this, 
things will improve and get better (Participant 1, Senior Supervisor 
Internal Auditor). 

 
Additionally, Senior Supervisor Internal Audit expressed that: 
 

Material resources in the history of internal audit, we need more 
training as well. As much as I know, internal audit was carved out 
for the need for us to be able to be a form of contact for external 
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auditors such as putting the house in order. For you to achieved 
that, you must be well trained and make sure you don't work alone. 
At FIRS, we have a supervising officer that makes our mandate is 
target driven (Participant 5, Senior Supervisor Internal Auditor).  

 
 
Participant 5 (Senior Supervisor) when further answered about the challenges they 

faced regarding the material resource of history considering the previous allocation 

and their performance, he said: 

Of course there are challenges here and there, but we are really 
doing our best. One major concern is the issue of manpower as well 
as training. The solution to this challenge is that the management 
should deploy more manpower to internal audit and give us more 
training. Because some of us when last received training was in 
2015. So, we need training and retraining to improve our 
performance (Participant 5, Senior Supervisor Internal Auditor). 

 
 
Participant 8 (Senior Supervisor) opined that: “Training is the most we demand to 

keep us up-to-date in doing our functions and continuously improving FIRS internal 

operational processes”. Lack of training or insufficient training reduces the ability of 

internal auditors in FIRS in handling the evolving issues and challenges of auditing 

activities efficiently. These responses of the participants highlighted how the internal 

auditors need training to keep them undated. But, in practice, they are not adequately 

being trained. Lack of training or inadequacy of training in the past years and present 

was among the major obstacle for internal auditing efficiency in FIRS. In reality, the 

current (2015 to date) management of FIRS are less focused on the activities of the 

tax administration, that affect the training provision to its staffs as observed by this 

research.  

 

On the other hand, other participants viewed that the material resources required in 

the history of internal auditing in FIRS has to do with inadequate budget (funds) 

resources. Internal audit need substantial budget allocation that could satisfy the 
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needs of auditing activities and enhance the performance of auditors to be efficient in 

delivering auditing functions adequately. On this note, participant 17 (Deputy 

Director) stated that: 

The most important material thing for internal audit department to 
work efficiently is provision of adequate budget vote. Their budget 
should be sufficient and able to satisfy their services requirement 
and cover the expenses of the department. A good budgetary 
allocation is the one that can be intended to, and used for a 
particular purpose to achieved intended mission (Participant 17, 
Deputy Director Tax Administrator).  

 

Moreover, participant 2 (Internal Auditor) revealed that: “In terms of materials 

resource, we need more budget allocation to cater our functions. Although, I don't 

really have access to the budget information categorically, but, based on my 

experience, the past one is not adequate. We need budget increment to provide 

materials such as auditing kits or facilities and other necessary things needed for the 

job (Participant 4, Senior Supervisor Internal Auditor)”. In view of participant 1 

(Senior Supervisor Internal Auditor) he concluded that: “Inadequate yearly budget 

vote is affecting our functions and delayed our performance unnecessarily in the past 

and present activities of auditing department and FIRS in general”. 

 

The above responses show the need for having adequate budget that could best assist 

in accomplishing auditing functions efficiently. Inadequate budget and often, delay 

in budget delivery can restrict the auditing performance and hence yielded ineffective 

audit output. The issue of adequate budget is one of the important elements for 

efficient functions of auditing activities in an organization. Researchers such as Pitt 

(2014) emphasized the effective role of adequate budget on internal audit 

performance in an organization. As noted by the researcher, insufficient budget 
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means incapacitating auditors’ activities to deliver auditing functions efficiently that 

are aimed to achieve audit goals and objectives in FIRS. 

 

In summary, the history requirement of material resources of internal audit in FIRS is 

the crucial element that can explain the performance efficiency of the auditing 

functions. Training and budget are the two main elements identified as, if adequately 

provided and properly utilized, would positively improve auditing performance and 

hence increase tax administration effectiveness. In reality, providing adequate budget 

is the responsibility of FIRS management and efficient utilization of the budget is the 

role of internal auditors. Therefore, this is what could be expected from the tax 

administration and internal auditors’ perspectives to achieve efficient auditing 

functions. In practice, from the perspectives of tax administrators (FIRS), their effort 

is not adequately enough in providing all the material resources, be it sufficient 

budget or training to cater for the auditing activities. This left the internal auditors to 

update their knowledge and skills by self-reading and for the budget sometime to use 

their personal resources to accomplish official function.  

 

After the required internal audit inputs proposed in the model of this study have been 

discussed, the following area worth concern is how internal auditors can transform or 

utilized the available inputs into outputs. Therefore, transformation processes of 

audit inputs of this study were discussed in the next section of the Integrated Internal 

Audit Model for Tax Administration. The second level of the model is called 

processes. 
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5.6      Processes  

Chapter Three (Figure 3.1) of this study, showed the processes required for internal 

auditors from the perceptions of internal auditors and tax administrators. The result 

of interview conducted by the researcher revealed that planning, performing, 

communicating and monitoring are essential components required for internal audit 

processes to perform efficiently in the FIRS (see Appendix D, Fig. 5.17). Figure 5.17 

in Appendix D, show the strong functional connection among the components of the 

main theme of the study (i.e. processes), sub-theme and its sub sub-themes. These 

components are planning, performing, communicating, and monitoring as enclosed 

in the interview protocol as well as interview data gathered. The required planning 

process was discussed as follows.  

 

5.6.1    Planning Processes 

Planning is preparing a series of action and steps to reach some specific goals in a 

systematic rationalized manner. As discussed in Section 3.3.2, planning provides 

opportunity for internal auditors to align their engagement with the organization’s 

key priorities and forecast ahead to achieve strategic objectives of the organizational 

stakeholders. At this stage, internal auditors are engaged in coordinating the audit 

input and further breaking them down into specific actions that can ensure the 

success of the audit operational activities. Appendix D, Figure 5.18 provided the 

planning theme. 

 

Appendix D Figure 5.19 and Figure 5.20 provided the summary of the 10 responses 

of the participants who gave their views on planning process and how planning is 

connected with internal audit processes in FIRS. The remaining 8 participants did not 
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discussed about the planning process because of insufficient ideas, experience and 

unwillingness to talk about planning. Therefore, the researcher only used the 10 

responses of the participants who provide their views concerning the planning 

process and its connection to auditing performance. The 10 participants in their 

responses have identified two forms of planning element required in internal audit 

functions in FIRS. The two planning elements are auditing key priorities and auditing 

procedures. The next section discussed the auditing key priorities and the responses 

of the participants. 

 

5.6.1.1  Auditing Key Priorities 

This section presented the respondents views, experience and knowledge about the 

internal auditing key consideration during the planning stage in FIRS (see Figure 

5.19). The opinions of the participants varied based on their knowledge and 

experience on the basic consideration that are given key priority by the internal 

auditors in FIRS. Participant 6 said: 

Well, what we usually considered as a key priority is to have an 
audit plan in terms of the audit we want to carry-out every year 
categorically. This audit plans helps us achieve what we intend to 
achieve. We always bring out audit requirement which help us 
streamline by following the auditing timeline step by step logically 
(Participant 6, Internal Auditor). 

 
Another participant who is Tax Administrator expressed that: 
 

Planning is a specific guide established at the beginning of every 
year and followed by the internal auditors to conduct their 
functions. The plan normally contains the strategies or activities 
and preparation of the auditing program during a specific period 
within a year. That is when, why, what and how to go about the 
auditing exercise. So, this is what is practicable and achievable in 
planning for internal auditors in FIRS (Participant 16, Senior 
Supervisor Tax Administrator). 
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In addition, participant 5 (Senior Supervisor Internal Auditor) disclosed that: “We 

prioritise during planning process issues that are sensible and directly trending 

towards our successful achievement of auditing objectives”. “We prioritise areas 

based on availability of resources. Key areas are allocated the most resources, while 

those that are not crucial areas should be given resources after the key areas have 

been treated (Participant 7, Internal Auditor)”. On the same note, participant 18 

(Director) concluded that: 

Audit plan is a very important key during planning process. In 
FIRS, our internal audit have audit plan at the beginning of every 
year. They categorize the plan into segments; each of the audit 
segments has a timeframe. They identify those key areas that are 
crucial to the objectives of the FIRS service in terms of short-term, 
medium-term and long-term impact and prioritized them based on 
scale of preference. It is also expected from the auditors to 
understand their scope and objective of what is obtainable and 
incorporate it into the audit plan and seek for management approval 
and endorsement (Participant 18, Director Tax Administration). 

 
 

Other responses from the participants opined the same views, but from different 

perspective. They viewed the key priorities of internal audit as having ‘staff strength’ 

(staff manpower) and others viewed it from ‘scope and objective’ set to the auditing 

functions. In this regard, participant 4 (Senior Supervisor Internal Auditor) revealed 

that: “We give more emphasis and priority on how to achieve our objectives within 

our scope during the entire planning process at the beginning of every year”. In 

addition, another respondent commented that: “Our scope and objective are key 

priority and considered most at the beginning of any planning process in FIRS 

(Participant 5, Senior Supervisor Internal Auditor)”.   

 

On a connected issue, participant 6 (Internal Auditor) said that: “Auditing staff 

strength (manpower) is our major concern and required at the planning stage. 
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Because it determined the capabilities of the auditing work plan mapped at the 

planning process and it success”. Participant 4 (Senior Supervisor Internal Auditor) 

described that: “Well, to me, internal audit required adequate manpower to sketch 

out the feasible plan during planning process of the auditing functions. Weak 

manpower at a point of planning stage means sign of a failure to the auditing 

activities”. In a similar scenario, participant 9 (Chief Auditor) responded as saying: 

As we all know that, staffs strength (manpower) is the major 
indicator of success in any organization. Internal audit in FIRS 
would not succeed without having enough staff from planning 
stage and other levels of the auditing functions. That is why, in any 
situation of work, if the staffs are not enough to perform a task, 
then there wouldn’t be efficiency which will lead to ineffectiveness 
(Participant 9, Chief Internal auditor). 

 
 
The responses of the participants indicated that internal auditor in FIRS consider 

audit key priorities in allocating the resources during audit planning as a forefront 

activity to attain effective planning. The resources that are very scarce are efficiently 

managed to accomplish the planning process successfully. Auditors do focus their 

attention on their scope and objectives, audit work plan for the auditing year, and 

available manpower that can draft the work plan and deliver the plan is regarded 

more important by the auditors. Similarly, audit staffs’ strength to achieve the scope 

and objective during planning is also regarded as an essential and major priority at 

the auditing planning process. 

 

In summary, the participants’ responses expressed what is required and being 

obtainable in internal audit key priorities during planning. This revealed what is 

expected to be covered and regarded as the major planning requirement that is 

connected to the audit performance in FIRS. However, in practice, the researcher 

observed that long time delay by the FIRS management in approving the drafted 
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audit work plan, inadequate manpower to prepared and performs the audit plan, and 

insufficient fund to implement the work plan accordingly are some of the setback 

affecting internal auditing activities in attaining efficient planning process. In some 

cases, internal auditing staffs used their personal resources to complete an audit 

function that required going around to perform auditing role. All these, are issues and 

challenges that were noticed by the researcher during the interaction with auditing 

staffs of the FIRS. The next section discussed the auditing procedures element 

required in explaining the planning process for efficient auditing function.  

  

5.6.1.2  Auditing Procedures 

This section discussed the participants’ responses in connection to guides and 

procedures in planning process level of internal audit. Appendix D, Figure 5.20 

provided the summary of the participants responses collected during the study 

interviews. The participants expressed their view and knowledge on two basic 

elements about audit procedures required during the planning process in FIRS for 

internal auditing performance efficiency. The two elements are audit manual and 

timeline. On this note, Director Tax Administration has said that: 

Concerning the audit procedure during planning, the most 
important thing is to act according to the audit manual. Audit 
manual is a technical communication document intended to give 
assistance to internal auditor as a guide and procedure for carrying 
out auditing functions. This document is the key guide that internal 
auditors at the planning stage are very careful in observing and 
when referring to any or most issues related to their function. 
Process and procedure of getting things done all or most of the time 
are documented in their manual (Participant 18, Director Tax 
Administrator). 

 
Moreover, participant 6 stated that: 
 

Procedurally, we adhere to our audit manual to carry out the 
planning schedules. The audit manual is the main guide, in which, 
all the auditing procedures and requirements to plan a function are 
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spelt out. With that, we would be able to plan our activities and 
function in a rightly guided manner. Anything that you come across 
and may be you do not know how to do it you just refer back to the 
manual for guidance and explanation (Participant 6, Internal 
Auditor). 

 
 
Participant 2 (Internal Auditor) added that: “Auditing procedures at the planning 

period are guided by the audit manual. We streamline our planning processes based 

on what is provided in the audit manual”. However, from another perspective of the 

internal audit procedure requirement i.e. timeline, participant 6 commented that: 

Timeline is a set of events or processes arranged in ascending order 
and are regarded as auditing procedures by an internal auditor to 
perform in planning process. It is like a periodic event, need to be 
implemented on time basis, and when due without compromise. 
Timeline is therefore, one of the auditing procedures than can open 
the gate to success at the early stage of the planning process 
(Participant 6, Internal Auditor). 

 
Participants 16 and 17 (Senior Supervisor and Deputy Director) respectively added 

that: 

 
During planning process, internal auditors should adhere to the 
auditing timeline as part of the internal auditing procedures. You 
know, timeline is a guide and make you to keep on your initial 
plan. Timeline is like a rough map, sketch out at the planning 
period and used to streamline the processes in an orderly manner 
for easy implementation by the auditors (Participant 16, Senior 
Supervisor Tax Administrator). 
  
Internal auditing procedures, I think timeline is sufficient as a guide 
to planning. Because, with effective timeline, preparing audit work 
plan is achievable and this is what mostly practiced in FIRS by 
internal auditors every year. By timeline, I mean arranging 
functions in chronicle order that would guide the auditors to 
understand which function is next on the line according to the 
master plan of the activities approved by the management. This 
would assist the auditors to keep going on from one function to 
another (Participant 17, Deputy Director Tax Administrator). 

 
 
In line with the above statements, participant 11 (Senior Supervisor Tax 

Administration) postulated that: “Internal audit is all about internal control 
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monitoring processes, they should therefore, do it based on the auditing timeline 

format from planning process”. Participant 2 (Internal Auditor) concluded that: 

“Internal audit timeline is a major tool used during planning process and is a very 

important auditing procedure”. The above responses described the important role of 

auditing procedure in planning process. The procedures highly regarded the used of 

audit manual and timeline to achieve the planning process efficiency.  

 

In summary, the participants’ responses have identified some factors (audit manual 

and timeline) required by internal audit planning during planning process. The 

auditing procedure at the planning stage required using audit manual and timeline as 

a guide to achieve the planning objectives. In reality, there was a challenge of lack of 

updating audit manual discovered by the researcher during documentary analysis in 

FIRS. This was contrary to the FIRS Compendium of Taxes and Related Laws which 

indicated that laws, guides, rules and regulation are to be reviewed and updated every 

four years. After planning, the next section in the process level is performing process 

as discussed below.  

 

5.6.2    Performing Processes  

Performing processes are the actual practices of the internal auditing function that an 

auditor carries out to achieve auditing target, following the collection of input 

resources and after the successful planning process. In essence, performing auditing 

activities is where input components and planning elements are transformed into 

audit actions, and also auditor and auditees’ interactions will be ascertained and 

established. Therefore, performing process is the completion of auditing task using 
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audit knowledge, commitments, skills, transparent, equity or impartiality, and ability 

to perform auditing activities efficiently. 

 

Appendix D, (see Figure 5.21) depicted the main sub theme of the study interviews. 

Figure 5.22, Figure 5.23 and Figure 5.24 (see Appendix D) provided the sub sub-

themes of the interview and summarized the participants’ responses and how it was 

connected to performing. There are 11 responses from the participants’ opinion and 

views collected during the interviews, and they identify commitment, impartiality 

and transparency as the major elements of the performing internal audit function 

efficiently in FIRS. Commitments were discussed in the next section and how it 

explained the internal audit performance. 

 

5.6.2.1  Commitment 

Commitment is the ability of an individual to dedicate himself in operationalizing 

and actualizing a function using mental and moral behaviour as obliged and required 

by the function. In this section, participants explained how commitment is important 

to the performing process of internal audit. They expressed different views on when 

and how commitment is connected to any function internal auditors are engaged with 

in FIRS. The responses of the participants during the interview are based on the 

participants’ beliefs and experience. Participant 18 said that:  

During performing auditing functions, our internal auditors are 
very committed to the rules of engagement and they are interacting 
with the system, employees and processes based on what is 
obtainable in the work plan. They interact with all auditees with 
high sense of commitment, and worked in line with the authority 
vested in their hand to evaluate the internal control workability and 
finally report to the management for consideration and 
improvement (Participant 18, Director Tax Administration). 
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In support to the above expression, participants 1 and 4 highlighted that: 

 
We commit our auditing knowledge and skills to evaluate the 
processes and operational system performance in FIRS using 
committed staff of our esteem department. This makes commitment 
among the core attributes of our performance in any function that is 
assigned to internal auditors in FIRS. We are committed to our 
duties every day and all the time (Participant 1, Senior Supervisor 
Internal Audit).  

 
And  
 

Interacting with different people or rather staffs of FIRS would not 
be achieved without committed staff. Our internal audit staffs are 
extremely committed in performing any function by utilizing our 
input resources to achieve our target. That is why we are able to 
deliver our evaluation task without fear or bias, and the 
management are realizing our impact (Participant 4, Senior 
Supervisor Internal Audit). 

 
 
Participant 2 (Internal Audit) added that: “Well, no commitment, no effective 

performing of any function of internal auditing in FIRS, and this implied failure to 

internal control”. These expressions of the participants revealed how much 

commitment is valued and connected to performing a function of internal auditor in 

FIRS. Any interaction in the field of performing evaluation function by internal 

auditors must be complemented with auditors’ commitments toward the work plan 

set during the planning process and approved by the FIRS management. Other 

participants’ responses show that internal auditors won’t be committed without being 

knowledgeable about the task to be performed and being professional in practice.  

 

In this aspect, participant 12 (Assistant Manager Tax Administrator) revealed that: 

“Our IA (internal audit) people are professional in performing their functions. This 

shows their commitment to assist FIRS management accomplished its obligation for 

revenue generation”. “The required task to be performed by internal auditors in terms 
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of commitments is being professional in action (Participant 4, Senior Supervisor 

Internal Auditor)”. “Commitment of internal auditor is acting professionally and 

performing all the time in a professional manner (Participant 18, Director Tax 

Administration). 

 

On the same note, participant 5 concluded that: 

We have synergy within units and departments. We are 
professional in terms of commitment and when it comes to 
performing a function. Audit is not about catching thieves or witch 
hunting people or exposing their mistake for humiliating their 
feelings and personalities. It is about ensuring that due process is 
complied with and ensuring internal processes are within control. 
Writing query only is not about performance alone. To me, it is not 
(Participant 5, Senior Supervisor Internal Auditor). 

 
 
From the interviews result based on the participants’ views, it’s revealed that for 

internal auditing in FIRS to perform efficiently, it required committed and 

professional staffs that can carry out the work plan effectively. In practice, internal 

auditors in FIRS are committed on duty and performing all the time according to 

their plan despite inadequacy of the manpower and training challenges. In addition, 

they worked based on their schedule throughout the working hours of the day i.e. 

officially working period in FIRS which is from 7:30 am to 4:30pm.  

 

In addition, documentary analysis on operating schedule and time shows that in 

FIRS, auditors are not allowed to keep a file, a process, function or case on one desk 

(in one office) for more than 48 hours without permissible reason. Any officer in 

charge of any function should immediately work thereon and forward each and every 

file and other auditing cases before him not later than 48 hours (2 days). This 

situation sometime compelled the internal auditors to extend their working period 
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beyond the official hours to accomplish the function. In essence, the researcher 

noticed that there is no benefit or incentive rewarded to auditor working beyond 

official hours to finish auditing function. This situation lead to some of the auditing 

staffs looked weak and perform auditing task with less moral ability due to work load 

and tight schedule. The next discussion is on the second element of performing 

process i.e. impartiality.  

 

5.6.2.2  Impartiality 

Impartiality is a principle of justice meaning that decision making shall be based on 

objective measures rather than bias, subjective or prejudice reasoning (Gert, 1995). 

That is, impartiality is an act of objective decision making about a true and fair view 

of equity, based on natural justice and prescribed principle, to one person over 

another in an organization. It is a concept that is built on fairness without favour or 

preference to benefit or otherwise. Impartiality is identified as a basis of the internal 

audit performing element of auditing functions in FIRS. 

  

The participants’ responses on this factor (impartiality) are summarized in Figure 

5.23 (see Appendix D) and how the impartiality is connected to the auditing 

performing function of internal audit in FIRS. On this note, participant 9 expressed 

that: 

Impartiality is one of our ethical core values. To obtain information 
from your auditee you must practice this core value. If you are not 
competent or lack the core values, you cannot get the required 
output that you need.  If you are partial how can you be 
trustworthy? When you’re bias how can you perform objectively 
and prepare a credible report that is going to improve the 
performance of the organization. For that reason, we required and 
always remind our staffs to be objective and shun away from any 
form of impartiality and bias in all ramifications of duties in FIRS 
(Participant 9, Chief Internal Auditor). 
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Additionally, Senior Supervisor Tax Administrator stated that: 
 

I can say, with confidence, we in FIRS are impartial (objective) in 
terms of delivering our responsibilities. This is because; we are 
operating in a professional organisation responsible for collecting 
tax revenues to the government. Impartiality in service is what 
makes our work different and credible. In addition, it is what gives 
us courage to continue and general public sees the novelty of our 
work and its impact in their life. This attributes same goes to 
internal auditors in this organization and for that reasons they are 
impartial in their functions and they are helping FIRS management 
in crafting and monitoring internal operation fairly (Participant 16, 
Senior Supervisor Tax Administrator). 

 
 
And  
 

…As I said earlier, our performance depends on our resources. In 
practice, we are impartial (objective) in all forms of our actions or 
functions of internal auditing in FIRS. But, sometime the work load 
might limit your performing capabilities; however, we always 
remain objective and impartial (fair) to our auditees and 
management during any performing of function (Participant 1, 
Senior Supervisor Internal Auditor). 

 

Participant 13 (Assistant Director Tax Administrator) stated that: “All FIRS staffs 

including IAD (internal audit Department) we are impartial (unbiased) in performing 

our functions irrespective of the nature of the function”. “Internal auditing in FIRS is 

carried out with total fairness and impartiality (fair) to our auditees be it system, 

process, and staffs (Participant 7, Internal Auditor)”. Participant 8 (Senior Supervisor 

Internal Auditor) added that: “In the realm of internal audit, impartiality (justice) is 

what add credibility of our work and make it useful to the management in 

ascertaining the performance of internal operations’ efficiency and effectiveness”. 

 

The above discussions, expressed the important of impartiality element in performing 

internal audit function in FIRS. The responses also highlighted the important role of 

justice and equity in internal auditing functions as emulated by auditors to their 
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auditees in FIRS. In reality, the researcher observed that internal auditors in FIRS are 

applying principle of equity and justice to their auditees using impartiality measures 

during a function. The researcher noticed that when participating during auditing 

functions at the period of data gathering in the FIRS. However, the work load, 

inadequate manpower and limited time to complete a function are the challenges in 

attaining efficient performance of the auditing exercise. For instance, from the 

documentary analysis on performance appraisal forms in the FIRS, it reveals that an 

internal auditor is not allowed to delay (hold) a file or remain under his custody more 

than 48 hours without considering and passing it to the next line of action. In 

addition, the researcher also noticed that sometime there are issues of files mix up, 

incomplete documents within a file, and unprecedented files awaiting an auditor in 

the working days that need his attention.  Transparency in performing the internal 

audit was the performing factor discussed in the next section.  

 

5.6.2.3  Transparency 

This section discussed transparency in terms of openness to auditees required by 

internal audit in performing function in the auditing process in FIRS.  Participant 

responses opined different views and ideas about the transparency, but they are all 

emphasizing on the important roles of transparency in internal auditing activities in 

FIRS. Figure 5.24 (see Appendix D) depicted the sub sub-theme and summary of the 

participants’ responses and how transparency is required for explaining internal 

auditing function. The respond of Senior Supervisor Internal Auditor revealed that: 

Our job is very essential to the management as well as the auditees, 
we are very cautious in striking the balance between the two. The 
most required measure to this is by being transparent to auditee and 
FIRS management at any stage of performing audit functions. 
Transparency is important in internal audit especially in FIRS to 
ensure the strategies and resources employed in generating tax 
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revenue are efficient and effective in achieving the tax 
administration objectives. In this case, transparency is a paramount 
requirement in achieving internal auditing performance (Participant 
4, Senior Supervisor Internal Auditor).  
 

In addition, participant 16 said that: 
 

Well, our internal auditing department required transparency to add 
value to our function. As we interact with different people, process 
and operational system, without being transparent in our services 
and responsibilities, our effort and commitment to tax 
administration would be valueless. Any single task in FIRS needs 
transparency to avoid operational misconduct and breach of trust. 
Transparency is what makes us honest and sincere to all 
stakeholders of tax administration. That is why we are entrusted 
with the task and we are trying to remain transparent in FIRS 
(Participant 16, Senior Supervisor Tax Administrator). 

 
 
In supporting the above expressions, participant 7 (Internal Auditor) narrated that: 

“If as an internal auditor we are not transparent, it means that we are incapable to 

assess the internal operations and processes of FIRS fairly. Transparency in 

performing auditing task is among our major operational values”. “There is no way 

internal auditing function would succeed without being transparent during auditing 

functions. We are transparent in auditing dealings from head to tail (beginning to 

end) in our auditing functions with our auditees (Participant 1, Senior Supervisor 

Internal Auditor)”. 

 

Other participants revealed that: “Transparency is performing auditing function 

openly to the auditees and FIRS management without favour or bias to all. Internal 

auditing services that are not transparent and bias, suspicious act will override their 

performance and invalidate their auditing services (Participant 9, Chief Internal 

Auditor)”. Participant 2 (Internal Auditor) added that: “We are able to achieve all 

that we have achieved in FIRS by performing audit activities transparently. We will 

continuously performing auditing functions with transparency in actions”.  
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The responses of all these participants are geared toward the important and need of 

transparency in performing internal auditing function in FIRS. The participants 

indicated the value of transparency to their auditing functions and termed it as one of 

the core operational values in FIRS. This means that transparency in performing 

auditing function would remove any doubt about the process of evaluation functions 

and the role of transparency in maintaining the auditors and auditees association. 

This would assist auditors in identifying and analyzing issues and challenges facing 

the FIRS internally. Also, this would make auditors understand the situation by 

gathering information to be used for improving the performance within the FIRS. 

This shows how essential transparency is in performing auditing functions and how it 

assists auditors in performing the process of internal auditing in FIRS. 

 

In summary, performing a function in internal audit required three major elements 

(i.e. commitment, impartiality and transparency) that can explain the efficiency of 

the internal auditors’ performance. These elements are connected with each other and 

need to be solid and harmonized to make the internal auditor well acquainted with 

the auditing functions. In reality, the researcher noticed from the internal auditors 

that these three elements are being practiced based on the prevailing environment in 

FIRS. In addition, the researcher also noticed from audit manual that among the core 

values of internal audit is being transparent and fair to all in performing internal 

auditing functions and in interacting with auditees and other FIRS stakeholders. 

 

The researcher noticed from the other FIRS staffs (i.e. staff that are not among the 

interviewees of this study) that internal auditors are not adequately (independent) 

allowed to practice or perform auditing functions efficiently in FIRS due to 
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management interference. Furthermore, the auditors are sometime used to 

compromise the auditing standard due to fear of sanction, demotion, victimization, 

intimidation and query from the top management if insisted on performing auditing 

functions based on auditing standard and principles. Therefore, sometime internal 

auditors are performing in line with what is obtainable by deviating a little bit from 

the principle of impartiality and transparency to satisfy the needs of top management. 

The next components that is important to the internal audit processes is 

communication. The following section discussed the communication processes 

required in internal audit. 

 

5.6.3    Communication Processes  

After planning and performing levels in internal auditing functions in the model of 

this study, the next action is how the internal auditors are communicating among 

themselves, to their auditees and the auditing result to its recipient or users. In FIRS, 

internal auditors are communicating to the management and among themselves, and 

across their auditees using two appropriate channels. The communication channels 

according to the participants’ responses are namely horizontal and vertical 

communication.  

 

Horizontal communication is how the internal auditors passes auditing information to 

the FIRS management and receive feedback from the FIRS authority 

interchangeably. Vertical communication is how internal auditors delivered auditing 

information among themselves or communicating to their auditees during auditing 

function. The two identified communication process are based on the interviewees’ 

knowledge and perception of the participants’ responses. 



Universlti Utara Malaysia 

 
 

171 

Figure 5.25 (see Appendix D) provided the sub theme of the interview whereas 

Figure 5.26 and Figure 5.27 depicted the sub sub-themes and summarized 10 

participants’ responses that provide their views in connection to the communication 

channels during interview. The other 8 participants have not provided their views 

because some of them disclosed that they are not aware about the process while 

others are not interested about highlighting the process. Therefore, they offered no 

any response. In this case, this study used 10 participants’ responses who expressed 

their ideas and views to the researcher. The required horizontal channels of 

communication by internal auditors in FIRS were discussed next. 

 

5.6.3.1  Horizontal  

In the FIRS, horizontal communication is used by internal auditors to communicate 

their result or findings of the internal audit in respect of any function performed by 

the auditors to the FIRS management. It is a hierarchical line of communication that 

is straight forward aimed to reach the top management in the form of a report or 

memo. The participants’ responses on this channel of (horizontal) communication 

vary depending on the knowledge and experience of the interviewees. According to 

the Senior Supervisor Internal Audit: 

The required communication process in FIRS horizontally is 
writing a report. The report shall follow the hierarchy of audit 
supervision before it is sent to the top management for their 
opinion or adoption.  The proper direct communication practice is 
that the communication should be directed to the CO (Chairman 
Office) via appropriate channel such as in a form of report or memo 
and in terms of efficiency, corporate governance protocols of FIRS 
are regarded (Participant 5, Senior Supervisor Internal Auditor). 

 
Another participant who is Senior Manager Tax Administrator said that: 
 

The internal audit communication channel is more of horizontal i.e. 
if internal auditors cannot solve a problem themselves, then they 
can seek for advice from the top management by a written report to 
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the management informing them about the challenges. When an 
audit report is written and ready to be communicated, it goes 
straight to the SSA (Senior Special Assistant) and from there, to the 
chairman in horizontal form. From there any required action would 
be noticed and feedback would be given to the internal auditors 
appropriately (Participant 15, Senior Manager Tax Administrator). 

 
 
 
In addition, participant 1 disclosed that: 
 

When we are writing a report for communication to the 
management in a horizontal form, we ensure professionalism. 
Reports communicated must be relevant. You must know to whom 
the report should be directed to. You must communicate and 
present it to the relevant department. The communicated report 
must ensure professionalism so that the person you are writing to 
will be able to read and interpret the report. The report must be 
concise and precise (Participant 1, Senior Supervisor Internal 
Auditor). 

 

In supporting the above responses, participant 18 (Director) expressed that: “Internal 

auditors are communicating to the FIRS management using a prepared report 

explaining the issues arising and recommendation suggested”. However, other 

responses from the participants regarding the horizontal communication of internal 

audit function in FIRS expressed different views. For instant, participant 17 disclosed 

that: 

 
In FIRS, the use of memo is very common and obvious in internal 
audit department and to all other departments and divisions. 
Memos are used as an effective tool to communicate and to provide 
a concise method of delivering a message from the down to top and 
vice-versa. Because memo can contain some highlighted issues and 
solution that are related to the work been done and some kind of 
update about the progress of a process or it efficiency and 
effectiveness in achieving the FIRS overall objectives (Participant 
17, Deputy Director Tax Administrator). 
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Participant 4 added that: 
 

Horizontally we write a memo to inform the management about the 
issues on the ground. Writing a memo is a good component of 
communication process in FIRS. Memo is always the best channel 
of communication because it is a faster way to communicate and 
most appropriate officially. There should be fewer processes before 
it gets to the top management. We normally practice memo but 
sometimes due to the urgency of the information, you have to make 
phone calls in some rare cases (Participant 4, Senior Supervisor 
Internal Auditor). 

 

In line with the two assertions, other participants explained that “Memo is a 

communication note that tells more about an event or observation that was conducted 

on a particular issue that need to be addressed by FIRS management. It is equally 

used by internal audit and other FIRS staffs (Participant 11, Senior Supervisor Tax 

Administrator)”. “Horizontally, in FIRS, we normally use memo in internal audit 

functions to communicate information to the top management. I can confirm to you 

that the same goes to other units and departments in the FIRS (Participant 8, Senior 

Supervisor Internal Auditor). 

 

From the above responses expressed by the participants, writing a report or memo 

are the two channels they employed to deliver auditing findings and explaining 

important information to the FIRS management. These channels are very essential 

and effective in conveying auditing findings and necessary information as well as 

receiving feedback from the top management.  

 

In reality, internal auditors in the FIRS used other channels in conveying auditing 

information to the top management other than written report and memos. From a 

documentary study done by the researcher on FIRS audit report and other available 

line of communication channels to the management, it comes to the researcher’s 
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notice that emails, circulars, bulletins and letters are also applicable channels of 

communication by the internal auditing staffs to the FIRS management. Therefore, in 

horizontal line of communication, different forms of communications and channels 

are employed to send or received information from bottom to top and top to bottom. 

For instance, the management can inquire information from internal auditors using 

bulletin and circulars whereas the internal auditors can communicate back to the 

management through official email of the FIRS, memos and letters interchangeably.   

 

In summary, communication in internal audit is very fundamental to the auditing 

functions in FIRS. Without efficient and effective means of communication, the 

services of the internal auditors would be inefficient and unproductive. From the 

practical point of view, the communication process is not efficiently performed. This 

is because of issues connected to time lag for FIRS management to officially receive 

the audit report or memo on time due to long bureaucratic processes involve. Others 

are lack of management feedback or react to the auditors’ submission and sometime 

personal interest of officers in the chain of communication that override the 

corporate interest of FIRS. The researcher got the information from other FIRS staffs 

(internal auditors and tax administrators) that are not among the study interviewees 

but they were willing to discuss their perceptions and experiences with the 

researcher. Conversely, other channels such as phone call and text message are 

employed to mitigate the issues and to assist in communicating auditing information 

horizontally by the internal auditors. The next section discussed the vertical channel 

of communication. 
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5.6.3.2  Vertical  

Vertical communication is a channel of communicating between internal auditors 

among themselves and to their auditees. This channel provides internal auditors with 

opportunity to discuss with their auditees and also to internally communicate issues 

connected to auditing functions among themselves. Opinions of the participants 

during the interviews revealed that there are two forms of communication within the 

realm of vertical communication. These two forms are verbal communication and 

phone call. On this note, participant 4 stated that:  

Verbal communication entails talking as one on one or rather face-
to-face with the person or colleague that you are performing a 
function with to see how you are going to achieve the auditing 
success in a more efficient way and at the same time impacting on 
others. While communicating verbally, we normally speak clearly 
and concisely by enunciating our words and consciously considered 
other nonverbal forms such as facial expression and posture. All 
these forms of verbalism are to avoid misconception and 
interpretation and to ensure consistent and accuracy in 
communicating auditing terms or words (Participant 4, Senior 
Supervisor Internal Auditor). 

 
Participant 8 added that: 
 

Verbal communication is used among the internal auditors to share 
information about a process, individual or system concerning our 
function in FIRS. We ensure that all the words spoken are 
understood and the tone of the voices employed is well expressed 
appropriately. We need effective use of verbal communication that 
would efficiently increase our performance and in turn this would 
enhance our impact in servicing the FIRS and reinforce our 
auditors and auditee relationship (Participant 8, Senior Supervisor 
Internal Auditor).  
 

On the same note, participant 18 expressed that: 
  

It is a form of communication that is very essential to internal 
auditors as they used it to inquire, inform, discuss and even argue 
on issues and information gathered of all kind that are related to our 
function. However, the primary function of it is to have opinion 
from or to a colleague regarding a particular auditing function and 
to ensure harmony in delivering the auditing services without hitch 
and fatigue (Participant 18, Director Tax Administrator). 
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However, other participants disclosed their views on vertical communication 

differently. They expressed that the use of phone call among the internal auditors is 

obvious and to the auditees is very common and usual. Participant 2 (Internal 

Auditor) reveals that: “Phone call is very essential in informing our colleagues the 

task ahead of us and to make all necessary arrangement to perform the exercise”.   

 

Another participant expressed that: “Prior to any audit, we normally made a phone 

call through the Human Resource Department of FIRS to inform our auditees, so that 

they will be aware of our visit and purpose of being there (Participant 8, Senior 

Supervisor Internal Auditor)”. In addition, participant 4 (Senior Supervisor Internal 

Auditor) concludes that: “Well, for communication among auditors and our auditees, 

we use phone call and sometimes even verbal communication in communicating to 

our wards. Oral and written communication is good and practicable in FIRS”.  

 

These responses of the participants expressed their views and knowledge regarding 

the use of phone calls and verbal channels (face-to-face) to convey messages and 

receive information among the auditors and from their auditees. This shows how 

phone calls are very important in facilitating auditing functions in FIRS. Using a 

phone call is very easy to reach the targeted audience and to interact to one another 

by exchanging views and opinions interchangeably. The channel is very friendly and 

fast in getting information as well as passing messages across and within the auditing 

functions in FIRS. 

 

In summary, vertical communication entails the use of verbal communication and 

phone call to communicate among the internal auditors and their auditees for 
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gathering momentum to deliver efficient and effective auditing function. In practice, 

internal auditors sometimes use some peculiar auditing symbols, sign and templates 

developed by internal auditors to communicate among them efficiently while on 

function. To a large extent, they employed some terminologies, slangs and gesture 

widely known to them to communicate while on a function. This offered them 

opportunity to enquire from their auditees relevant audit information and pass them 

to their colleagues while on function in an efficient manner. After communication, 

the next component of the internal audit process is monitoring, which is discussed as 

follows. 

 

5.6.4    Monitoring Processes  

 In internal audit, monitoring is an auditing practice to ensure the planned function is 

performed according to the processes established from the inception of an activity to 

completion. In FIRS, monitoring function of internal audit entails qualities, skills and 

techniques an internal auditor should possess to efficiently qualified and physically 

enabled him to perform a function effectively. The qualities, skills and techniques all 

are physical, social and psychological attributes that are connected to the internal 

auditor’s capabilities and competencies to monitor the auditing function efficiently. 

 

Figure 5.28 (see Appendix D) illustrated the sub theme model of the interview in this 

study. Additionally, Figure 5.29, Figure 5.30, and Figure 5.31 (see Appendix D) 

provided the sub sub-themes and summary of the 16 participants’ responses. The 

remaining 2 participants have no idea about the monitoring function of internal audit, 

so they declined from highlighting anything about the monitoring aspect of auditing 

process. Therefore, only the 16 responses of the participants were analyzed and used 
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in this section. The responses of the participants identified and explained three 

monitoring elements of internal audit function in FIRS. These elements are qualities, 

skills and techniques required for efficient auditing functions. Monitoring qualities 

were discussed in the next section. 

 

5.6.4.1  Qualities 

Internal auditors required monitoring qualities that can reinforce them to monitor a 

function in FIRS. According to the participants’ responses, the monitoring qualities 

are broad ideas about the function which is under monitoring of internal auditor, and 

smartness on how to efficiently go about the function in a proficient and skilful 

manner. These qualities could yield efficient audit monitoring function. From the 

belief, experience and knowledge of the participants, they discussed various views 

during the interviews in which participant 7 stated that:   

… Internal auditor requires broad ideas or in-depth knowledge of 
what he wants to monitor in performing a function. The broad ideas 
should include the knowledge about the present state of a function 
and what output or outcome is anticipated from a function under 
process or system in general. If an internal auditor has broad ideas 
about auditing activities of what he is monitoring, it is expected 
that the function would be successfully accomplished. Being so, 
would offer the auditor insight of what is going on at any point of 
time and able to predict what is likely to be the result when the 
function or exercise is done (Participant 7, Internal Auditor). 

 
 
Another participant Senior Supervisor Tax Administrator expressed that: 
 

Broad idea or wider knowledge about auditing activities is the 
major quality of internal audit monitoring function in FIRS. Idea is 
related or generated from auditing duties and the engagement 
during a specific or general function. FIRS is a tax office and the 
staffs of internal audit are supporting staff whose main work is to 
assist management in achieving its corporate objectives. The 
technical staffs of FIRS are those involve directly in tax activities. 
Having in-depth knowledge and function of the entire categories 
would facilitate the efficiency of the auditors’ functions during any 
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of the auditing process thoroughly (Participant 16, Senior 
Supervisor Tax Administrator). 

 
 
In a similar response, participant 4 (Senior Supervisor Internal Auditor) disclosed 

that: “The required quality for an auditor to monitor a function is broad ideas i.e. in-

depth knowledge of a function under consideration”. Another participant added that: 

“The qualities required for an internal auditor is to have broad ideas on any function 

under performance and monitoring knowledge to ensure and assure a function is 

performed proficiently (Participant 13, Assistant Director Tax Administrator)”.  

 

The above responses indicated that the participants’ believes and inclinations about 

the influence of broad ideas in connection to internal audit monitoring function in 

FIRS. The participants’ perception are geared toward their in-depth knowledge 

required (broad ideas) on auditing activities which is a key for successful audit 

monitoring function in FIRS.  In-depth knowledge comprises the theoretical and 

practical aspects of knowledge or ideas together with cognitive and behavioural 

attitudes of internal auditors that can assist them in accomplishing monitoring 

function efficiently. 

 

Other participants expressed their perceptions from different perspectives other than 

broad ideas or in-depth knowledge. In this case, participants 11 disclosed that:  

I think what is needed most is an internal auditor to be very smart 
i.e. very determined and reacted politely. Smartness is having vast 
knowledge and cognitive experience to handle the monitoring 
function and accommodate the situations and issues that may arise 
internally or otherwise in the course of monitoring. Issues evolved 
and changes are inevitable in all process at any situation especially 
in the case of internal auditing in a dynamic organization such as 
FIRS (Participant 11, Senior Supervisor Tax Administrator).  
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In line with the above response, participant 5 (Senior Supervisor Internal Auditor) 

opined that: “An auditor is required to be smart enough in auditing duties in order to 

understand and act quickly on any function while monitoring mission of auditing. 

Smartness is a key for efficiency and a sign for achieving effective monitoring 

result”. Another respondent stated that: “Smartness (elegance) is a good quality 

required for internal auditor monitoring a function. This attribute would demonstrate 

their proficiency in performing auditing functions in FIRS (Participant 17, Deputy 

Director Tax Administrator)”. 

 

In a response from participant 2 (Internal Auditor), he indicated that: “We do 

monitoring function in fast tracking the workability of FIRS internal processes and 

operational system. Also we are often engaged in monitoring our auditing function to 

ensure we achieved our auditing goals and improved FIRS quality of service 

internally”. Other respondent concluded that: “Qualities of an internal auditor in 

FIRS to monitor a function efficiently is to be constantly dedicated to duty, smart in 

performing auditing task, and compliance with prescribed auditing ethics and rules 

and regulations (Participant 9, Chief Internal Auditor)”. 

 

In summary, these responses explained the required qualities of internal auditors in 

terms of monitoring function in FIRS. The participants expressed their opinion based 

on their experience and knowledge about the qualities that are required most and 

would explain the performance efficiency of internal audit monitoring function. In 

reality, the participants have expressed what is obtainable in the audit monitoring 

function in FIRS in accordance with the researcher understanding when interacting 

with internal auditors in FIRS. The following section discussed the second element 



Universlti Utara Malaysia 

 
 

181 

of the monitoring function which is required by internal auditor. The element is 

monitoring skills.  

 

5.6.4.2  Skills 

The monitoring skills required by internal audit from the participants’ responses of 

this study were summarized in Figure 5.30 in the Appendix D. The participants have 

expressed the skills required and how they are connected to internal audit monitoring 

efficiency. Skills are the attributes or ability to interact with people or process and 

communicate effectively in exhibiting the skills to achieve the set goals and 

objectives. The participants’ responses in this study identified two forms of skills 

required for internal auditor to monitor a function. The skills are good 

communication and writing skills, and proper documentation. On good 

communication and writing skills, participants 7 said that: 

An internal auditor should be good in communication and writing 
skills. Being good in communication and writing skill would serve 
as a basic requirement for internal auditor to take note in 
monitoring function where necessary and on timely basis inform 
his supervisor where things go wrong and are getting out of control. 
With effective communication and writing skills, an auditor would 
deliver in any audit function (Participant 7, Internal Auditor). 

 
 
Another participant disclosed that: “Good communication and writing skills are two 

rudimentary required for monitoring function of internal audit activities. They are 

(communication and writing skills) outstanding monitoring skills and processes we 

usually practice in FIRS   (Participant 9, Chief Internal Auditor)”. Participant 12 

(Assistant Manager Tax Administration) said that: “Internal auditor who lack 

essential communication and writing skills would not effectively monitor a function. 

Effective monitoring depends on how auditor is capable in communication and 

writing skills”. In addition, a respondent added that: “To achieve efficiency in 
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monitoring function, internal auditor is required to be good in communication and 

writing skills (Participant 5, Senior Supervisor Internal Auditor). 

 

On the other hand, other respondents stated their opinion differently on the skills 

elements required for efficient internal audit monitoring function. The opinion of one 

of the participants’ stated that: “Skills are the success for any internal audit function. 

In monitoring, knowledge on how to prepare the document properly is indispensable 

(Participant 18, Director Tax Administrator)”. In addition, “In terms of monitoring 

skills, auditor must be capable of documenting all the processes involved in proper 

monitoring process (Participant 8, Internal Auditor)”. 

 

Other participants expressed that: “Skill on the processes involved in documenting 

the function during audit engagement is one of the necessary functions of internal 

auditor in monitoring processes (Participant 5 Senior Supervisor Internal Auditor)”. 

Participant 14 (Senior Supervisor Tax Administrator) concluded that: “Knowledge of 

how to document activities properly is the most useful skill to internal auditor in the 

monitoring processes”. 

 

The above responses explained the two elements that are required for internal audit 

skills to monitor audit function efficiently. The skills that aid monitoring skills are 

good communication and writing skills that facilitate monitoring activities. Good 

communication and writing skills are very important in querying and noting down 

the progress or otherwise of the auditing activities from planning to communicate 

activities thoroughly. The participants’ knowledge and perception expressed how 
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these two elements are connected and assisting in facilitating internal audit 

monitoring functions of FIRS.  

 

In practice, these skills (communication and writing and proper documentation) are 

really presented by FIRS internal audit staffs and go in line with the participants’ 

confession of their opinions. Internal audit staffs of FIRS are observing the ethics of 

communication and writing skills as well as proper documentation during an auditing 

function. This was also supported by documentary analysis done by the researcher on 

the auditors’ monitoring and evaluation forms and reports of the internal audit 

functions in FIRS. The next section discussed the final monitoring requirements of 

internal audit which is techniques.  

 

5.6.4.3  Techniques 

Techniques are procedures adopted to complete a specific task accordingly. The most 

useful techniques required during monitoring function of internal audit in FIRS are 

follow-up and check-list as mentioned in the participants’ responses. These two 

elements were considered the most highly regarded by internal auditors to efficiently 

monitor auditing function in FIRS. Figure 5.31 (see Appendix D) provided the 

summary of the participant responses. On this note, one of the responses explained 

that: “Follow-up is our monitoring techniques required to ensure that auditing 

function are done according to the work plan (Participant 2, Internal Auditor)”.  

 

Another respondent stated that: “In monitoring process, we use follow-up techniques 

to ensure the functions of auditors are implemented based on the internal auditing 

requirements and are in accordance with the scope and objective of our organization 
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(Participant 5, Senior Supervisor Internal Auditor). In addition, “Follow-up is one of 

the underlining effective monitoring techniques of engagement in auditing function 

that we normally practice in FIRS (Participant 7, Internal Auditor).  

In view of the above, participant 16 expressed that: 

This is where internal auditors would highlight any material 
weaknesses found in the system and process performance during 
monitoring functions. Other errors or irregularities are also 
highlighted to inform the management about the effectiveness of 
their internal control and performance. In this case FIRS 
management have a liberty to question audit monitoring process 
and request a review of the process where necessary (Participant 
16, Senior Supervisor Tax Administrator). 

    

The above responses of the participants show how follow-up is important to the 

monitoring technique. The responses further explained the effective roles of follow-

up to the internal audit monitoring functions and assisting towards goals 

accomplishment of the auditors. Furthermore, other participants of this study 

disclosed their opinions and knowledge about the techniques elements required for 

efficient monitoring function in FIRS differently from ‘follow-up’. On this note, 

participant 6 said,    

Check-list is like a compass that assist internal auditor in 
monitoring all the engagement without any alteration from the 
actual function ordained in the work plan. It also helps an auditor to 
ensure that the function under monitoring is in line with 
management approval and is attainable within the internal auditing 
scope (Participant 6, Internal Auditor). 

 

On the same note, participant 15 added that: “Monitoring would not be efficient 

without a guide by ‘checked-list’. Check-list is a document which contained the 

detail events required by internal auditors one after the other (Participant 15, Senior 

Manager Tax Administration)”. “Monitoring would be effective if the internal 
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auditors are performing in accordance with the check-list hierarchical arrangement 

(Participant 6, Internal Auditor)”.  

 

These responses of the participants mean that check-list is an instrument that shows 

how activities are streamlined and achieved. It is also a crucial aspect for ensuring 

efficient monitoring technique required for internal auditors in FIRS. With the used 

of check-list, the auditors would be able to check and balance the processes and the 

flow of events one after the other without omission. In addition, the audit check-list 

is a clear guide or schedule that can direct the auditor to checkmate at any level of 

monitoring.  

 

In practice, internal auditors in FIRS are very watchful and devoting to these 

techniques of follow-up and check-list. This was uphold by the documentary analysis 

done by the researcher on audit monitoring guide which shows that an auditor before 

engage in monitoring activities or functions, shall be conscious about the follow-up 

and check-list processes involved. In addition, an internal auditor is obliged to attain 

the two techniques to ensure he is capable of providing objective monitoring function 

in FIRS. Moreover, the two techniques are the major monitoring technique that 

support and stand behind efficient internal audit monitoring function in the FIRS. 

 

In summary, monitoring a function by internal auditors required three essential 

elements namely qualities, skills and techniques. The entire elements of monitoring 

abilities are attributes that an internal auditor is required to consolidate in order to 

accomplish audit monitoring function in FIRS. Consolidating the elements by an 

auditor would make him or her well acquainted with what is required and would 



Universlti Utara Malaysia 

 
 

186 

enhance his ability to perform the monitoring function effectively. In reality, internal 

auditors in FIRS have these monitoring attributes (audit qualities, skills and 

techniques) and are adequately applying them while on auditing function.  

 

After process components (planning, performing, communicating and monitoring) of 

this study have been discussed and analyzed based on the participants responses and 

documentary studies, the following section discussed the next level of the Integrated 

Internal Audit Model of this study. The output level and its components were 

considered next in this study according the model in Figure 3.1.  

 

5.7      Outputs 

Outputs are the findings or end results after certain activities or functions have been 

performed based on the scope and objective of the targeted functions. The interview 

results of this study indicated that from the analysis of the participants’ responses, 

anticipated outputs of internal audit show the well-matched of the output components 

of this study model. Internal audit output components according to the Integrated 

Internal Audit Model in this study are strategic advice, report and recommendations. 

These components are illustrated in the Appendix D, Figure 5.32. 

 

The components in the Appendix D, Figure 5.32 represented the sub theme of the 

study interview in line with the interview protocol. In addition, the components were 

further discussed in sub sub-themes in Appendix D, Figure 5.33 and the summary of 

responses of the 10 participants. These 10 participants are those who offered their 

views in respect of internal audit outputs from auditing functions in FIRS. The other 

8 participants declined to respond on the anticipated outputs required by internal 
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auditing activities in FIRS. Therefore, this study used the 10 responses in analyzing 

the participants’ knowledge and opinions concerning internal auditing outputs in 

FIRS.  

 

The output components, discussed the internal audit elements required in auditing 

findings in FIRS that are very essential and useful to FIRS management towards 

improving performance of tax administration. The components of outputs based on 

this study model are strategic advice, report, and recommendations. Next section 

discussed the first internal audit output in this study is strategic advice. 

 

5.7.1    Strategic Advice  

Strategy refers to the processes set for defining actions that can lead to achieve an 

organization’s goals. Strategy advice is a pattern of process that the internal auditors 

can provide to the management that supports decision making to improve 

performance (Pitt, 2014). Strategy advice also refers to tactical guides used to 

formulate, review or adjust and implement policies meant to improve performance in 

an organization. Figure 5.33, (see Appendix D) depicted the sub sub-theme of the 

study model.  

 

In addition, Figure 5.33 (see Appendix D) provides the summary responses of the 10 

participants of this study interviews. Furthermore, the participants’ responses 

explained the participants’ perception and experience about the strategic advice and 

how the advices are connected to the internal audit functions and assisting in 

improving FIRS performance.  
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The participants identified three key strategy advices of the internal auditors in FIRS 

namely policy formulation, deployment of the policy, and professional advice. These 

were further explained by the participants’ responses. Based on this note, one 

participant from Internal Audit expressed that: “Our strategic advices include policy 

formulation that would reinforce the management to strategize work force, resources 

utilization, and operational efficacy of FIRS performance (Participant 2, Internal 

Auditor)”. Additionally, participant 7 (Internal Auditor) disclosed that: “The strategic 

advice is on advising the current policies and proposing new policies to the FIRS 

management that could improve the present and future performance of FIRS 

operation (Participant 7, Internal Auditor)”.  

 

Senior Supervisor Tax Administrator concluded that: “Internal auditors are required 

to initiate strategic solution that can lead to policy formulation on a certain problem 

internally apprehended as a result of their evaluations concerning the FIRS 

performance (Participant 11, Senior Supervisor Tax Administrator)”. On the other 

hand, Deputy Director Tax Administration on his own perception about policy 

formulation on strategic advice opined that:     

The strategic advice required I think should be initiating process of 
policy formulation or updating existing policies. Policy formulation 
mean a process of making important organizational decisions such 
as identification of different alternatives, programs and priorities, 
and further to choose among them on the basis of the impact they 
will have yield. However, the strategic advice internal auditors 
provide to management for policy formulation is not law or rules 
but rather policy formulation which is a merely guide action toward 
those that are most likely to achieve a desired outcome. In addition, 
internal auditors are required to initiate processes of revising or 
formulating new policies that would have positive impact on FIRS 
performance. This would assist management in making objective 
decision that is operational in nature and objectively implemented 
(Participant 17, Deputy Director Tax Administrator). 
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The above responses show the anticipated strategic advice from internal auditors is to 

offer tactical highlights to the management on how to formulate policies that could 

improve performance of FIRS based on their auditing analysis.  This means that 

FIRS management are viewing internal audit function as a source for gathering vital 

information that can facilitate efforts in reviewing and formulating new policies that 

would enhance FIRS effectiveness. These advices are sources of management 

inspiration to improve FIRS operational performance that could lead to its 

effectiveness.  

 

In a connected view, other participants responses were geared towards the 

deployment of the strategies formulated. They emphasized that internal auditors 

should provide strategic ways on how to deploy policies of the FIRS or rather tax 

administration. On this note, Senior Supervisor Tax Administration expressed that:  

Auditors need to be aware of things the management tagged as 
strategic advice before deliver on them. When something is said to 
be strategic, it means it is very important to the overall success of 
the organisation. In FIRS, internal auditors are anticipated to 
provide strategic advices that would facilitate policy deployment 
and operationalized it internally. This is the kind of strategic advice 
an audit is required to highlight to the management. If the strategic 
objectives are met, the efficiency of the whole service would 
increase (Participant 14, Senior Supervisor Tax Administration). 

 
 
“Our strategic advices to FIRS management include how to deploy new or revised 

policies that are targeting FIRS corporate objectives and also would enhance our job 

performance (Participant 2, Internal Auditor)”. On the same issue, Senior Supervisor 

Internal Auditor added that: “The audit strategic advice consists of detailed ways or 

approaches to deploy FIRS policies in conjunction with the internal performance of 

individuals and operational system that can reinforce efficiency and effectiveness of 

the tax administration (Participant 5, Senior Supervisor Internal Auditor)”. 
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The above responses mean that the strategic advices provided by internal auditors are 

the guiding principles to FIRS management in deploying the reviewed or newly 

formulated policies and other regulations. This shows how tactical auditing function 

is in assisting the management with ideas concerning the implementation of new or 

reviewed order. In essence, this indicated the crucial roles of the auditors in 

balancing between formulation and implementation of policies that could have 

positive impact on FIRS performance. 

 

 However, the responses of other participants during the interviews revealed that 

internal auditors are providing professional advices to the management in their 

strategy advices for tax administration. The professional advice is required in a form 

of strategic advice due to the fact that FIRS is a professional organization specialized 

in revenue collection. Therefore, they required professional advice to induce their 

performance and strengthen the management capabilities. In this case, Director Tax 

Administration believed that: 

Internal auditors are assumed to provide advice to the management 
based on their professional practice and expertise. As a tax 
organization, any advice that would lead to tax collection 
maximization would be given due consideration as tax revenue 
generation is our primary objective. Failure to meet this 
requirement would render the internal audit advice valueless. The 
advices they provide in the form of professional auditors to 
professional tax organization should be in terms of internal control 
and employees’ performance that would assist the FIRS 
management to realign the resources allocation that shall lead to 
maximizing tax collection and performance improvement 
(Participant 18, Director Tax Administrator). 

 
 On the same manner, Senior Supervisor Internal Auditor expressed that:  
 

The required strategic advice has to be a professional advice that 
will guide the management, putting into consideration that the 
management cannot be in the field to see what is going on. The 
auditor must be able to provide professional advice to make work 
easier to the management and able to monitor processes and 
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activities in and out of the FIRS. In FIRS, the high ranking 
authority of the organization cherished professionalism and 
professional work, so issues raised by internal auditors 
professionally are treated seriously and immediately (Participant 8, 
Senior Supervisor Internal Auditor). 
 

 
Participant 7 (Internal Auditor) explained that: “As a professional organization, in 

FIRS, internal auditors are required to offer professional advices that are technically, 

logically, and deductively effective to the management”. “From the strategic advice 

provided by the internal auditors in this organization, we realized that, their advices 

to the service are professionally structured. This is what is expected from all of our 

staffs to act and deliver professionalism all the time (Participant 13, Assistant 

Director Tax Administrator)”.  

 

Additionally, another participant concluded on this issue by stating that: “Our 

internal auditors are professionals therefore, they provide professional advice. 

Anything professional implies victory in the long run and near future (Participant 16, 

Senior Supervisor Tax Administrator)”. This expressed how the participants 

understand the required and anticipated strategic advice of the internal auditors to the 

management of FIRS. 

 

The participant responses in this regard highlighted the connection between internal 

auditors’ professionalism and the FIRS practice through commendable advices that 

could increase tax administration effectiveness. The participant’s indicated that FIRS 

as a professional tax organization needs professional advices that are strategic toward 

achieving FIRS objectives. The roles of professional advices could be achieved by 

the internal auditors after identifying and analyzing internal weaknesses and 

strengths of FIRS and advice the management professionally. 



Universlti Utara Malaysia 

 
 

192 

In practice, internal auditors in FIRS are working tirelessly all the time to meet the 

management request from the perspective of professional advice that would impact 

on the management decisions. The problem faced by the auditors as observed by the 

researcher is inadequate manpower, lack of training, and management support. 

Problem in getting management support often resulted in the top management 

officials view internal auditors as obstacles to the management officials’ personal 

interest and are trying to expose their weaknesses and unwillingness to improve the 

situation (performance) despite the issues highlighted by the internal auditors. This is 

as a result of some of the top management officials are benefiting from the wrong 

doings and achieving their narrow-minded interests. Similarly, the individual 

auditees’ also have similar impression that internal auditors are working against them 

and are always trying to create problems, searching for their errors, condemning and 

developing grudges of failure among the staffs and departments, which resulted in 

the management taking disciplinary action on them at large. 

 

 However, when the researcher enquired about how these strategic advices of the 

internal audit is link with internal audit effectiveness (outcome) in FIRS, the Senior 

Supervisor Internal Audit stated the following: 

Our strategic advices are effective because the advices influence 
the decision of the management in short-term and long-term 
decision making. Though, the supervisor of the internal audit in 
conjunction with most senior staff would harmonise all the 
strategic advices and observations as well as their impacts on the 
entire FIRS service within the timeframe they are required. Also, 
logically identified what the management should do about the 
strategies and what will be the advantages of subscribing to those 
strategies. Generally, the way management accepted the advices 
shows how positive we are in impacting on FIRS effectiveness 
(Participant 8, Senior Supervisor Internal Auditor).  
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In his perception to support the above expression, Assistant Director Tax 

Administration stated that: 

The auditors must be able to provide professional advice to make 
work easier to the management and also capable of monitoring the 
progress of the organization and internal control wellbeing. This is 
because internal auditors are the eyes and ears of the management 
that are interacting with people, processes, and system within the 
FIRS and finally advice the management about the activities on 
different matters for consideration. In achieving that, we can 
simply say that internal audit outputs are impacting on the 
management and this in turn will be related to their effective 
performance. Any auditing strategic advice that would not facilitate 
the management decision making, to me, and based on my 
experience in services the strategy is not effective enough or worth 
any consideration (Participant 13, Tax Administrator).   

 

These responses highlighted the nature and how the strategic advice provided by the 

internal audit shall have their impacts on the FIRS performance. Strategic advice is 

fundamental in reviewing and implementing policies that could improve the FIRS 

operational system and enhance its effectiveness. Additionally, the strategies assist 

FIRS management in decision making and facilitate performance towards achieving 

tax administration objectives.  

 

In summary, strategic advice is one of the key tactical result internal auditors should 

provide to the FIRS management that can be a guiding mechanism for decision 

making in an effort to initiate, formulate and deploy policies that can improve 

performance. Conversely, strategic advices and suggestions offered by the internal 

auditors to FIRS top management are meaningless if the FIRS top management are 

not willing to use those advices for improving performance. Additionally, lack of top 

management willingness to use the strategic advices and audit recommendations will 

discourage auditors’ effort and performance to provide such advices in future even if 

they are worth to be suggested by the internal auditors. The next section discussed 
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the second internal audit output according to the Integrated Internal Audit Model for 

tax administration. 

 

5.7.2    Report 

Report is factual work made with an intention of relaying on recounting activities 

using a presentable format (Matsuda & Kei Matsuda, 2011). That is report is 

prepared and presented with a specific intention of relaying on information about the 

findings of certain events in a way that is factual, concise and relevant to the targeted 

audience. Report is one of the major outputs that internal auditors should prepare at 

the end of their functions. The audit report would be submitted to the management 

for further consideration. Internal auditor’s reports are anticipated to consolidate all 

the activities encountered by the auditors and highlight the processes involved to 

arrive at the end of a function or engagement. The contents of the audit report should 

include but not limited to activities, achievements, challenges, procedures, scope and 

objectives of the audit and should be comprehensive and detailed about the action 

performed. 

 

In this study, the participants have expressed their perspectives in respect of the 

auditing report in terms of its content, what is to be covered, and how these are 

connected to internal audit efficiency. Figure 5.34 in Appendix D provided the 12 

summaries of the participants’ responses who expressed their perception about the 

coverage of the auditing report. Other 6 participants withheld their views, explaining 

that the report is something confidential and they can’t disclose anything to non-

FIRS staff. Therefore, the analysis of the findings in this study was based on the 12 
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responses of the participants who provided their views about the audit report. In case 

of scope and objectives participant 9 expressed the following: 

Well, attaining the audit scope and objective of the audit is what 
matters in the report of internal auditors. Any audit report is 
expected to be within the scope of the auditing functions and try to 
achieve the objectives of the exercise. The scope spelt-out the audit 
boundaries and the objectives clearly state what are required to be 
achieved at the end of the function and to make sure the entire 
process are geared towards the targeted goal (Participant 9, Chief 
Internal Auditor). 

 

In addition to the above expression, participant 18 stated that:    

Scope and Objective is a blue-print (vision) of what is anticipated 
from the internal auditors in performing functions of auditing as 
well as in preparing report for FIRS. To achieve the objectives of 
internal audit function, auditors must ensure that they exhibit 
professionalism in preparing their report by focusing on their 
auditing scope to achieve its objectives and the overall FIRS 
corporate objectives. In reporting objectively, the auditing goals, 
targeted system and process must be covered at the end of the 
auditing function and reporting should be based on the audit scope 
and objective. These are the strategic and most important 
characteristics that good internal audit report should cover 
(Participant 18, Director Tax Administrator). 
 

 

Other participants disclosed that; “The key elements of audit report are to highlight 

the scope and objectives of the audit. The report should address the subject of 

auditing, the scope and objectives as well as the findings (Participant 6, Internal 

Auditor)”. Moreover, Participant 5 (Senior Supervisor Internal Auditor) stated that: 

“After audit engagement, the next thing is audit report. You give the report to the 

highest authority. In the audit report, you have to highlight the scope and objectives, 

the reasons for the audit, and draw a conclusion”. 

 

The above response of the participants expressed their view based on their 

experience and knowledge about the scope and objectives that are anticipated to be 
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included in the final audit report to the management. Their responses are indicating 

the important effect of capturing the scope and objectives of the audit function during 

preparing and presenting audit report to the FIRS top management for consideration. 

It also highlighted the significant role of reporting function based on the scope and 

objectives of the function performed in an attempt to achieve the audit reporting 

goals and objective.  

 

On the other hand, some participants expressed different opinions about the audit 

report contents. They viewed audit report from the perspectives of the activities done 

during the auditing functions. On this issue, participant 10 explains that: 

The major consideration of the internal auditors report is the nature 
of activities they have covered. In FIRS, management are very 
caution and careful in studying any report submitted by any 
department after a certain function rendered by the departmental 
staffs. As we all know that internal auditors are eyes of the 
management, therefore, any audit report should be regarded 
comprehensive and covered the activities performed in a manner 
that leads to positive conclusion. Therefore, the audit report should 
be comprehensive enough and discusses the entire function 
performed and the activities involved (Participant 10, Manager Tax 
Administrator). 

On the same note, participant 8 added that: 

The content of our auditing report should include the entire 
activities performed by auditors during any function carried out. It 
also entails all processes adopted to perform the function and 
highlights the result achieved. In addition, the audit report must 
provide some sort of solutions or recommendations to the 
management who are the final decision maker. If the audit report is 
well prepared and accepted by its users, then, the internal auditors 
function is effective. And we are performing in FIRS to the 
effective level in our services (Participant 8, Senior Supervisor 
Internal Auditor).  

 

Participant 11 (Senior Supervisor Tax Administrator) in his statement confirmed that: 

“Internal audit report is required to cover the area of their auditing activities that are 



Universlti Utara Malaysia 

 
 

197 

most essential to the readers of the report in which at the end would understand the 

report content and make objective conclusion”. Additionally, “Internal auditors 

should incorporate the activities of their function in the audit report they are 

submitting to the FIRS management. These activities are what they have initially 

planned and how they were able to accomplish the planned activities (Participant 16, 

Senior Supervisor Tax Administrator)”.  

 

However, other participants in this study narrowed down the audit report to the 

procedures followed in performing the auditing functions as most important issue to 

be discussed in the auditing report. Two participants (Participant 2, Internal Auditor 

and Participant 11, Senior Supervisor Tax Administrator stated the following 

respectively: 

In the audit report, we have to highlight the reasons for the audit, 
and the procedures followed to arrive at the level of reporting 
inference. If we internal auditors are able to highlight problems and 
solutions in our auditing report in performing our functions, then 
FIRS management will realise the fact that those things wouldn't 
have been possible without our auditing function. Adopting right 
procedures in our function is our strategy that would increase the 
importance of our reporting efficiency and effectiveness 
(Participant 2, Internal Auditor). 

And    
 

Functions of our internal auditors are effective by considering the 
procedures they are adopting in preparing and presenting the audit 
report. Adopting procedures that are feasible in the domain of 
auditing performance is one of the major achievements that 
reinforce the capabilities of the FIRS internal auditing 
performance. Procedures that can lead to success must be efficient 
and follow the audit requirement in terms of input and process 
which at the end would yield the fruitful result. So, effective 
internal audit report is determined by the procedures established to 
perform the auditing functions and present a precise and concise 
report to the management efficiently (Participant 11, Senior 
Supervisor Tax Administrator). 

 



Universlti Utara Malaysia 

 
 

198 

In a different perspective, other participants of the study highlighted their beliefs and 

understandings about the audit report in view of the audit achievement. They 

emphasized that the achievement of the audit function is what must be included in 

the audit report. On this point, participant 12 disclosed this:  

Holistically, the internal audit report should contain the basic and 
essential achievements they have reached during the auditing 
functions. Achievements are in the forms of defect detected in 
operational process or system weaknesses, and evolving issues 
from the individual staff of the FIRS. Anybody who achieves 
something must work hard and put more effort and above all must 
be efficient and effective before arriving at the success. So, in 
FIRS, internal audit would achieve its goals through hard working 
and dedicating staffs on the job to deliver the services to FIRS 
honestly and effectively (Participant 12, Assistant Manager Tax 
Administration). 

 
 
Another responded, Senior Supervisor added that: 
 

The content of our report depends on the nature of the function 
performed at a time. Among the primary contents of the report is 
discussing our achievement. Reporting achievement will determine 
the ability and efficiency of the auditors to serve as internal control 
evaluators and hence this explains the effectiveness of internal 
auditors’ performance in FIRS. Any achievement that has not been 
captured in our report will affect the audit report effectiveness 
(Participant 1, Senior Supervisor Internal Auditor). 

 
 
Participant 2 (Internal Auditor) added that: “The basic and most important item in 

our report is to highlight the achievements of our evaluation function on individuals 

or system”. Another participant concluded that: “Internal auditors’ achievement 

depends on their ability to meet the target set to them. They have nothing to show up 

without highlighting their achievement in their report submitted to management 

(Participant 10, Manager Tax Administration)”. 

 

The other opinions or responses are for those participants who explained that audit 

report is ineffective if the contents of the report did not cover the challenges 
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encountered during the auditing functions or performance. Therefore, for the audit 

report to be comprehensive, it is required to discuss the auditing challenges, issues 

and difficulties facing the entire organization. On this view, participant 17 stated 

that: 

The report of internal audit shall contain the auditors’ functions 
covered and the challenges facing the entire organization. In this 
case, challenges refer to difficulties experienced during performing 
a function or otherwise. They (internal auditors) have to cover all 
the challenge they come across while performing their function. 
These challenges arised from the perspective of their auditees i.e. 
employees, process and system or even when preparing and 
documenting report submitted to the management for perusal. In 
general, any challenges that come on their way from any angle  
should be highlighted and reported appropriately (Participant 17, 
Deputy Director Tax Administrator). 

 

Participant 1 (Senior Supervisor Internal Auditor) expressed that: “Our reports must 

highlight the type and degree of challenges confronting the FIRS employees, and 

processes that may impede its success”. “Internal auditors are required and 

encouraged to include in their audit report the auditing challenges facing their 

functions together with the organizational challenges threatening FIRS operational 

performance (Participant 12, Assistant Manager Internal Auditor)”. In addition, 

“Internal auditors should report all the defying challenges of FIRS effectiveness and 

internal auditing functions performance (Participant 16, Senior Supervisor Tax 

Administrator)”. 

 

These are the different responses of the participants during the interviews about the 

audit report. In practice, the audit report from the analysis of the documentary studies 

shows that there are four major segments in the internal audit report. These four 

segments are the major heading in which the whole report is based on. The headings 

are namely KPI column, Achievements column, Challenges column, Remark and 
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Recommendation column. Initially, before the KPI column, there is a column for 

serial number then followed by the four headings.  

    

According to the document (comprehensive audit report) analyzed by the researcher, 

it reveals that the KPI in the audit report has to address the issues of KPIs across the 

respective departments, divisions and units in which audit functions were done. In 

FIRS, there are a lot of KPIs used across the tax administration in different capacity 

and meaning by the internal audit. These KPIs include corporate, group, department, 

division, unit, and individual levels. In the achievement segment, the audit report 

should highlight the auditors’ achievement during a function and how they achieved 

the function. In terms of challenges, the internal auditors are obliged to identify and 

explain the nature of auditing and tax administration challenges confronting the FIRS 

settings and finally suggest recommendations to overcome the identified challenges 

as well as improving the situations. 

 

However, when the researcher further inquired about how the audit report (output) is 

linked with the internal audit outcome in FIRS. Participant 5 answered as follows:  

Well, our report is directly link to the management decision making 
which confirmed that we are performing effectively. Of course, we 
are very efficient in terms of reporting aspect. The management is 
always interested in our report. Audit without report indicates 
inefficiency. Preparing and presenting comprehensive audit report, 
it is an indication you are efficient, effective and up and doing. You 
have nothing to show as an auditor without audit report. If you 
conclude verbally, this is not efficiency. This shows how our 
auditing report is much related to our efficiency and effectiveness 
in performing our functions in FIRS (Participant 5, Senior 
Supervisor Internal Auditor). 

 

 

 



Universlti Utara Malaysia 

 
 

201 

Additionally, participant 9 stated that: 

Of course our report is related to our effectiveness considering the 
component of the report and it’s important to the management for 
decision making. We provide in our audit report regarding the 
achievement for a routine job functions performed. Therefore, an 
auditor ability to achieve the target and prepare audit report 
submitted to the FIRS management determines his competency in 
doing the evaluation and internal control functions. We have 
nothing to show as internal auditors without preparing a 
comprehensive audit report that would highlight our achievement, 
challenges and strategies to improve the internal control as well as 
facilitates efficiency and effectiveness of the FIRS. This will show 
that we are efficient, equal to the task and impacted on the FIRS 
management decisions making (Participant 9, Chief Internal 
Auditor). 

 

In summary, from the participant responses and documentary analysis on internal 

audit report, it shows that internal audit report contains different elements that 

required to be featured in the audit report. The elements of the audit report that is 

very substantial to the FIRS management and internal auditors represent important 

characteristics that would add credibility to the tax administration and required for 

efficient and effective auditing functions. The elements are scope and objectives, 

challenges, activities, procedures, and achievement of the audit functions. These 

elements are interconnected and needed in consolidated form for the effective audit 

report to be useful to FIRS management. The next section discussed the third and 

final internal audit output required namely recommendations. 

 

5.7.3    Recommendations  

Recommendations are important solutions or propositions that indicate the need for 

further considerations and actions suggested to be taken for mitigating the issues or 

challenges in a more efficient way. Recommendations are viewed as advices 

prepared and submitted to the organizational management after certain auditing 
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functions have been done (Ridley & Chambers, 1998). From the findings of the 

interviews in this study, participants discussed three important recommendations that 

are anticipated from the internal auditors’ report after accomplishing auditing 

function in FIRS. Figure 5.35, (see Appendix D) illustrated the sub sub-theme of the 

interview model based on the study model and in line with interview protocol. 

 

In addition, Figure 5.35 (see Appendix D) provides the summary of the 10 responses 

from the participants who offered their ideas about the audit recommendations. The 

remaining 8 participants haven’t provided their perceptions and views on the 

recommendation because of uncertainty about the format of the recommendations. 

Therefore, based on the 10 participants that have expressed their opinions, 

knowledges and believes the analysis of the data gathered show that there are three 

important components that made up the auditing recommendations. The three 

components are informed decision and strategy, what actions need to be taken, and 

precise (clear concept) as possible. On this note, participant 4 said that:  

Internal auditors in FIRS are required to recommend to the 
management based on what they have discovered about the issues 
and challenges associated with internal control and provide solution 
that will prevent the reoccurrence of previous problems. Key 
recommendations should be providing informed decision and 
strategy that would improve the services of FIRS internal 
operations and control. Based on this ground, we formulate and 
present our recommendations and the management has the option 
to pick them for further consideration. Reached and informed 
decisions that lead to strategy achievements are the central focus of 
our recommendations (Participant 4, Senior Supervisor Internal 
Auditor). 

In addition, Senior Supervisor Internal Auditor stated that: 

In general, the major concern about recommendation is for an 
auditor to provide informed decision and strategy that can aid 
decision making at the FIRS top management level. Policies are 
changed based on auditors’ recommendations because they have 
direct interactions with most of the circumstances. In most cases, 
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when we come up with exceptions, we offer audit 
recommendations and those recommendations are the things that 
drive policies to be updated and procedures are also looked into 
and reviewed. Recommendations should be able to give the 
management informed decisions when involved strategies and 
goals achievement of the FIRS operational services (Participant 5, 
Senior Supervisor Internal Auditor). 

 

Another opinion from the participants reveals that: “The main objective of our 

recommendations is to provide well-structured informed decisions and strategy that 

would guide the management in policy formulation and services improvement in 

FIRS (Participant 9, Chief Internal Auditor)”.  Additionally, “Recommendations of 

internal audit are very important to FIRS management. In this respect, it is required 

to be useful information that would aid decision making and strategy 

implementation. If their recommendations are very informative and strategically 

useful, then management would approve and act on them (Participant 13, Assistant 

Director Tax Administrator)”. 

 

However, from another perspective, some respondents perceived internal audit 

recommendations to include the highlight of the actions need to be taken for curbing 

and addressing the issues and difficulties facing the FIRS that are observed and 

noticed during auditing exercise. In this case, participant 7 narrated that: 

Recommendations are for decision-making. The recommendation 
must contained action needed to be taken in resolving FIRS internal 
issue or improving a system and process. Our own task is just to 
recommend alternative solutions that shall fix a problem. It is left 
to the FIRS management to approve or disapprove our audit 
recommendation. Every organisation has its own risk preference. If 
the (FIRS) management feels that our audit recommendation will 
improve the internal operation and achieved goal of FIRS, they 
implement our suggestion. If they feel it is not important, they 
might drop it. At the recommendation point of view, an auditor has 
done his part. I don't think there is a problem regarding this. Our 
own function as auditors is just to evaluate and recommend. It is 
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left to the top management to either approve or disapprove 
(Participant 7, Internal Auditor). 

 
 
In addition, participant 1 (Senior Supervisor Internal Auditor) disclosed that: “Well, 

in our recommendations, we do provide management with actions required to be 

taken on how to enhance internal operations for FIRS efficiency and effectiveness”. 

“Actions needed to be performed that would facilitate FIRS internal operation are 

what we mostly provide in our audit recommendations to the FIRS management for 

further scrutiny (Participant 3, Internal Auditor)”. 

 

These responses from the participants have expressed the important of the content 

required from the audit recommendations of the internal auditors for consideration of 

the FIRS management. The participants’ responses emphasized on the need to 

provide informed decision in the internal auditor’s recommendations that can lead to 

strategy improvement of FIRS activities holistically. Also audit recommendation is 

anticipated to offer action needed to be taken that can provide a clear and possible 

solution as well as an alternative ways to overcome a situation in case of a challenge 

or issue that required immediate attention from the top management in FIRS. 

 

Conversely, other participants observed that internal audit recommendations should 

be as accurate (precise) as possible to the prevailing situation before they convinced 

the user or users of the recommendations. Precision refers to accurate and exactness 

in addressing a particular issue or challenge in a given situation. In this regard, 

participants 17 said that:   

Internal auditors are required to provide in their recommendations 
detailed information about the work they did and they must be as 
precise as possible on what is required to be done to improve 
system or process and other dispute arising internally. Precision 
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and concise are very important in audit recommendations. Without 
this two characteristics, the recommendation or report will become 
ambiguous and very difficult to understand and uninteresting to 
read (Participant 17, Deputy Director Tax Administrator).   

 

“We only recommend what we audit and it has to be as precise as possible so that it 

would convince and satisfy the need of the FIRS management (Participant 2, Internal 

Auditor)”. “Internal auditors’ recommendations should be very brief but as precise as 

possible in a clear and logical sequential structure that could convince the FIRS 

management and serve as inputs to them in making informed decision about the 

highlighted issues (Participant 11, Senior Supervisor Tax Administrator)”. 

 

In summary, the responses of the participants disclosed their views in respect of 

anticipated requirements from internal audit recommendations to the FIRS authority. 

In reality, the internal audit recommendations provided information anticipated from 

their function that are very essential to the top management in making decision over 

the different matters and aspects of FIRS performance. Based on the documentary 

analysis done by the researcher on the main audit recommendation shows that 

internal auditors are providing their recommendations based on their auditing 

function, knowledge and profession and depending on the issue at hand and nature of 

challenges in specific situations or circumstances. In addition, the recommendations 

are very informative, provide alternative to the management, and precise in nature by 

capturing the required elements of a good audit recommendation to the top 

management in an organization.      
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However, when the researcher asked how the internal audit recommendation (output) 

is connected to the audit effectiveness (outcome) in FIRS; the Chief audit staff stated 

that: 

Our recommendations are effective in FIRS because in most cases 
they are (FIRS management) considering our ideas disclosed in our 
audit recommendations. This shows how they are committed to our 
recommendations which are very informative and significant to the 
top management in decision making. Our recommendations in this 
aspect are linked directly to the decisions of the management and 
we can see that some of the decision made by the top management 
on issues related to the strength and weak point of the tax 
administration. Therefore, we will continue to impact the FIRS 
management decisions and this would remain our visionary goal in 
FIRS (Participant 9, Chief Internal Auditor). 

 
 
In addition, Senior Supervisor Internal Auditor responded to researcher’s question on 

the linked between internal audit output and outcomes and he said: 

Our audit recommendations are the source of information that are 
very useful to FIRS decision making. As a result, some of our 
auditing recommendations were adopted by the top management to 
improve something. We received praises and appreciation letter 
addressed to the audit department based on our audit performance 
and function which were accomplished. Therefore, the way people 
at the top management are appreciating and adopting our audit 
recommendations shows how informed and useful the 
recommendations are to them in making decision based on their 
assessment. I think for that matter, our audit recommendations are 
effective (Participant 1, Senior Supervisor Internal Auditor). 

 
 
In summary, the internal audit recommendations in FIRS are based on three key 

elements namely informed decision and strategy, what actions need to be taken, and 

as precise as possible. Those elements are what needed to be covered by the audit 

recommendations after completing the activity and auditing function in the FIRS. 

The audit recommendation is one of the sources to FIRS management in gathering 

information that could lead to decision making for performance improvement. 

Information that are connected to the internal control, workability of the operational 
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performance and other areas that are facing challenges and need immediate responses 

from the top management to addressed them. Lack of FIRS management’s ability 

and willingness to utilize the audit recommendation will make the effort of the 

internal auditors worthless and discourage the auditors. This situation reduced the 

efficiency and effectiveness of the present and future performance of internal audit 

activities in FIRS. In addition, the participants of this study have explained how the 

recommendations are connected to the management decision by exerting influences 

on decisions to make FIRS administration more effective.   

    

In reality, the researcher noticed that interviewed internal auditors in this study 

sometime regarded audit strategic advice as audit recommendation. The two are 

closely connected or linked with one another and are sometime considered as one. 

The auditors said that the two audit outputs are interchangeably used in FIRS from 

the perspective of internal auditing. Therefore, audit recommendations sometime are 

considered as the same with strategic advice and vice-versa. Similarly, FIRS 

management sometimes refers to strategic advice as audit recommendation. In the 

case of audit report, the report remains as a separate element (document) from the 

strategic advice and recommendation and it stands on its own and is different from 

the two audit outputs. 

 

In summary, this section discussed the internal audit outputs based on the Integrated 

Internal Audit Model in this study. The components discussed are internal audit 

strategic advice, report and recommendations. The discussion was made based on the 

participants’ views, knowledge and experience about the audit output in FIRS. In 

actual practice, what the respondents disclosed in terms of audit output is what is 
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obtainable in the internal audit function in FIRS. The researcher observed that the 

audit output is not adequately efficient in practice because of insufficient auditing 

staff to analyse and prepare the audit findings on time. For instance, a quarterly (after 

every 3 months) audit report needed to be prepared and submitted to Senior Special 

Assistant (SSA) office, however, sometimes it will be delayed for two to three weeks 

before it is completed. This situation, sometimes affects the time value of the report 

and its effectiveness. Furthermore, this section highlights how the audit output is 

connected to the internal auditors’ effectiveness in FIRS. The next section discussed 

the internal audit outcome of this study.  

 

5.8      Outcomes 

Outcomes are the evaluation of the results obtains from the plan, actions, process or 

program and their association with initial plan of the activities. In Chapter Three 

Figure 3.1, this study developed a model which proposed that there should be 

anticipated outcomes from the internal audit, and taxpayers (other stakeholders) 

accordingly. The results obtained from each of these categories were presented in 

Section 5.8.1 and 5.8.2 for internal audit outcomes and taxpayers’ views about the 

roles of internal audit performance in tax administration (refer to Chapter 3, Section 

3.3.4 and Chapter 4, Section 4.4).  

 

5.8.1    Internal Audit Outcomes 

Internal audit outcomes are the ultimate benefit or effect obtained from the input, 

process, and output stages of Integrated Internal Audit Model in this study. Figure 

5.36 in Appendix D illustrates the different categories of the internal audit outcomes 

from an effective auditing function. Figure 5.36 in Appendix D indicates short-term, 
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medium-term and long-term as the sub sub-themes of the internal audit outcomes 

disclosed by this study. The detail of each of the sub sub-themes were discussed in 

the next sections. 

 

5.8.1.1 Short-term Outcomes 

Internal audit short-term outcomes are the anticipated impact of the auditing 

functions that are aimed to motivate and exert influence on the management’s 

decision making on issues that required immediate action. In this study, the result of 

short-term outcomes from the data gathered during interviews revealed that the 

participants’ responses could be classified into two ways i.e. assisting management in 

making better decision, and improving performance and control outcome.  

 

Figure 5.37 in Appendix D provides the summary of the 9 participants’ responses 

regarding their views and knowledge on the short-term audit outcomes during 

interviews. Other 9 participants stated that the information on short-term impact of 

audit functions is better answered by the FIRS top management. Therefore, this study 

analyzed the 9 responses of the participants who expressed their views. While 

discussing on the internal audit short-term outcomes and how important their 

functions are in influencing FIRS management decision, Deputy Director expressed 

that: 

They are influencing the management thinking and decision 
making when it comes to quicker and better decision. We regard 
better decision as a problem solving in a short term consideration 
by a solution which is believed to be least satisfactory or optimal. It 
is also regarded as a process by which internal audit are influencing 
the management in identifying and choosing alternative based on 
the values, belief and preference which may or may not produce a 
final choice on prompt action. Therefore, internal audit functions in 
FIRS are either rational or irrational in influencing the management 
decision in an explicit area or belief in terms of idea when taking 
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any decision that required urgency or short-term consideration. 
Short term consideration could be for few months or weeks 
depending on the situation (Participant 17, Deputy Director Tax 
Administrator).    
 

 
On the same context, Senior Manager added that: 
 

Internal auditing services in FIRS are performing immensely well. 
As an internal tool for evaluating system and what you have to do 
the management, they are basically influencing the intellectuality 
of the management short-term decision making by offering better 
solution that would lead to better decision at the management level. 
Their reports and recommendations are the major sources guiding 
the management about the state of internal affairs of the tax 
administration. Their findings on this note are very essential to the 
management in making decision that would affect the operational 
process for efficient and effective administration. I can say they are 
very effective in impacting FIRS management concurrently 
(Participant 15, Senior Manager Tax Administrator). 
 

 
Another participant who is Senior Supervisor from internal audit department in 

supporting of the previous statement expressed that:  

Whatever we present as the department of internal audit to FIRS 
management is to help the management make better decisions. 
Therefore, we provide better decision and ways for improving 
performance and control of the FIRS service. At the end of the 
year, with the report we present to the minister of finance, I know, 
our contribution or output as internal auditors will be there and it 
has a lot of impact on their decision on many matters in respect to 
tax administration in this country. With the recommendation the 
internal audit gives, it will be able to help the organisation to make 
better plans for subsequent years (Participant 1, Senior Supervisor 
Internal Auditor). 

 
 
“No hesitation about that we are providing to the management is impacting on their 

decision and simultaneously improving their way of thinking that leads to better 

decision. This indicates our effectiveness and commitment in FIRS (Participant 5, 

Senior Supervisor Internal Auditor)”. Another participant concluded that: “To me, 

internal audit in FIRS are effective and their reports and recommendations are 

rationally impacting the top management in arriving at good decision that would 
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affect the entire tax administration (Participant 12, Assistant Manager Tax 

Administrator)”. 

 

The responses of these participants show that internal audit outcomes are impacting 

positively on the FIRS top management decision making. The management are 

benefiting from the functions of the internal auditors when it comes to better decision 

making. On the other hand, some respondents of the study viewed short-term 

outcomes from the perspective of assisting management in improving performance 

and control in FIRS. Senior Supervisor Tax Administrator disclosed that:  

Short-termly, our internal auditors are suggesting ways to the top 
management that can improve the performance and internal control 
of the operational function within the FIRS. They do so after 
thoroughly assessed and analyzed the internal processes and the 
performance of staffs and compare with achievement. From there, 
they can narrow down their advice to the management by providing 
steps required to improve the performance at each level. 
Completing this level shows the effectiveness of the internal audit 
functions for FIRS performance (Participant 11, Senior Supervisor 
Tax Administrator). 

 
In line with the above, Senior Supervisor Tax Administrator submitted that: 
 

FIRS management is witnessing good ideas from the internal audit. 
Ideas that can improve performance and advance internal control 
mechanisms. Internal auditors are assisting the management and 
are the main source of internal awareness to the management in the 
process of aligning the FIRS resources and employees to achieve 
strategic objectives of the tax administration. They also rationalize 
activities that are geared toward ensuring the goals of the FIRS are 
consistently been met in an efficient and effective manner. In 
general, they focus in coordinating employees, system, process and 
even departments to work in harmony to achieve the ultimate goal 
of the service and further advice the management areas that 
required short term improvement (Participant 16, Senior Supervisor 
Tax Administrator). 

 

  Additionally, participant 18 (Director) confirmed that: 
  

Our internal auditors are effective in submitting ideas that are very 
relevant to performance improvement and control of internal 
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affairs. You know this is one of their primary objectives. Improving 
performance means managing and aligning the organization 
resources in order to achieve highest possible performance. How 
internal auditors in FIRS influence the management will be 
determined to a large extent on how the FIRS is operationally 
successful or otherwise. Performance improvement if it was 
internally managed correctly then; organization would soon and 
quickly progress. This would allow the organization to achieve its 
objectives and visionary goals effectively. Therefore, our internal 
auditors are definitely impacting on FIRS management short-term 
decision making to improve performance and internal control as 
much as possible. Internal auditors are good subordinate and are 
playing good roles in supporting management programs and 
decisions that enhance FIRS performance (Participant 18, Director 
Tax Administrator).   

 

Participant 2 (Internal Auditor) stated that: “We are effective shortly in advising the 

management in simplifying process for improving performance and maintaining 

effective internal control for efficient tax collection and tax administration”. Another 

respondent opined that: “Our services are effective as we see the management are 

welcoming our findings and in particular on issues related to employees’ 

performance improvement and systems upgrades in FIRS (Participant 5, Senior 

Supervisor Internal Auditor)”.  

 

The participants’ responses show how the internal audit is impacting and influencing 

the decision making of the FIRS administrators in which, this can lead to a better 

decisions which improve performance. The performance of internal auditing from the 

perspective of anticipated internal audit outcome in FIRS is assisting the FIRS top 

management to arrive at a precise and concise decision making that can improve 

performance of the operational process and effectiveness of the tax administration. 

 

In practice, in some instances, the top management official are taking a long time to 

go through the report before accepting the audit report and approve what the report 
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contains.  In addition, sometimes there are conflicting interests among the top 

management officials who are the decision makers and are affecting the performance 

of internal auditors. Furthermore, political and social interests of the FIRS executives 

play undesirable roles in adopting the findings of internal audit and incorporating it 

to management decision making. This is very apparent from the appointment of FIRS 

Chief Executive Secretary and other principal officers such as Executive Directors 

who are always pursuing and protecting the interest of their political and social 

leaders. This in turn, is affecting the overall performance of the tax administration. 

The next section discussed the medium-term outcomes of this study. 

 

5.8.1.2 Medium-term Outcomes 

Medium-term outcomes are the extent in which internal audit is continuously 

influencing the management of the tax administration decision making and impacting 

on their performance. Medium-term entails the recommendations approved and 

implemented by the management that would have impact on the overall performance 

of the tax administration. Figure 5.38 in Appendix D provides the sub sub-theme of 

the study and summary of the 9 participants’ responses about the anticipated required 

medium-term outcomes of the internal audit. The reasons for decline in responding 

by the other 9 participants were the same as in Section 5.8.1.1.  

 

When the researcher inquired how internal audit outcomes are effective and 

continuously influencing and impacting on the management of FIRS, Senior 

Supervisor from internal audit expressed that: 

Yes we are effective medium-termly. We are continuously 
empowering the top management of the FIRS with all necessary 
support they want from us to evaluate the internal affairs of the 
service and make informed decision. But like I said earlier, our 
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major challenge is feedback. We do not really know which 
recommendations are picked or which one they are working on. 
Nonetheless, we remain committed to our function in managing the 
internal control and continuously hinting the management where 
necessary (Participant 1, Senior Supervisor Internal Auditor). 

 
Participant 17 added that: 
 

We perceived strategies from internal auditors that reinforce us and 
continuously endowing our capabilities to improve performance of 
our staff, reviewing process and updating systems. This is part of 
the positive impact of the internal audit function to the FIRS 
management. Continuous perceiving such a gesture and tranquillity 
from their function justify that they are very efficient in the process 
and effective to management decision. Despite some obstacle often 
in adapting their submission, they are impacting on management 
decision. So, in medium term they are satisfactorily effective 
(Participant 17, Deputy Director Tax Administrator). 

 
 
On the same issue, Assistant Director disclosed that: 
 

From the contents and nature of their work, the processes and their 
ability to effectively appraise the internal processes are what make 
them effective. This scenario allows them to continuously support 
the top management about the required strategies for improving 
performance and making positive decision that would yield 
productive outcomes to the tax administration. From a medium 
term view, this implies their effectiveness in FIRS as a whole and 
to the management in particular (Participant 13, Assistant Director 
Tax Administrator). 

 
“We are very systematic in our functions.  For that reason, I can say adequately we 

are continuously influencing and impacting on the FIRS management decision in the 

medium-term decision making. Medium term decisions are decision that last from 

six month to one year (Participant 4, Senior Supervisor Internal Auditor)”. 

Additionally, Participant 8 (Senior Supervisor Internal Auditor) highlighted as 

saying: “In a medium-term form, we are continuously furnishing top management 

with vital information that are positively impacting their decision about the FIRS 

operations”. 
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The participants’ responses revealed how the internal audit medium-term outcomes 

are continuously impacting on the management. The responses both from the internal 

auditors and tax administrators show how relevant the medium-term outcomes are to 

the management of tax administration. Conversely, other participants viewed the 

medium-term outcomes from the perspective of the number of approved 

recommendation by the management as the reason for continuous influence of the 

internal audit performance on management decisions making. On this note, 

participant 5 stated that: 

 
Our effectiveness in medium-term and continuously influencing 
management decision as shown by the number of approved 
recommendations by the management. But you know that we 
cannot impose our recommendation on management for approval. 
If for instant, you have made 10 recommendations and they only 
approved two or three and those two or three have yielded, you 
would say you have done well. It is therefore depending on the 
approval of the management not because our recommendations are 
not good or addressed the situation but rather it depends on 
management discretion and interest or willingness. In every report 
you submit, there is always recommendation. It is left to the 
management to approve or disapprove but for our own auditing 
part, we are done (Participant 5, Senior Supervisor Internal 
Auditor). 

 
Additionally, medium-term impact was captured in view of participant 2 as saying 

that: 

Our auditing recommendations are very effective in impacting the 
decision of the management. Our major problem and concern is the 
number of approved recommendations. This is because there no 
audit functions without recommendations being brought out. In a 
medium-term decision, I believe our audit recommendations are 
providing a holistic view of what management should take into 
action and finally rule out the important and vibrant decision that 
affects FIRS performance (Participant 2, Internal Auditor). 

 
 
Another participant while explaining on the same issue added that: 
  

Depending on the number of recommendations approved and 
committed to practice. Our recommendations have made a lot of 
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impacts to the management in medium-term decision. Each year, 
we have a score-card for performance. In short, before we do our 
audit, we look at those targets set by the management. We target 
our programmes in line with the management score-card. You 
know taxation and tax organization are nowadays more of digital 
and modernization. Therefore, we are very effective in formulating 
the audit recommendations that would impact the management but 
the extent of endorsement by the management remains the 
cornerstone (Participant 7, Internal Auditor). 

 
 
From another perspective, other participants have expressed their opinions on the 

medium-term impact of the anticipated internal audit outcomes by attributing the 

situation with the number of the internal audit recommendations being implemented. 

Among the participants who explain this perception is participant 17 who expressed 

that: 

Concisely, medium-term effectiveness depends on the number of 
audit recommendation implemented. They are impacting in many 
instances; the issue entirely rests on how far the recommendations 
are devoted to practice. You know implementing is not easy as 
formulating or designing something. But we are trying as much as 
possible to implement the approved recommendation. Internal audit 
is continuously impacting on management decision in this respect 
(Participant 17, Deputy Director Tax Administrator). 

 
 
Another participant who was Senior Supervisor confirmed this by stating that:   
 

They are very effective based on the number of their implemented 
recommendations by the management. Management mostly 
practiced the approved recommendation of auditors’ report and we 
are seeing this periodically. There are a lot of bureaucratic 
processes for implementing any action especially in a sensitive 
organization like FIRS. Many issues like accountability and 
transparency are considered in implementing recommendations to 
avoid any suspicious act and ensure performing in line with the tax 
administration jurisdictions (Participant 11, Senior Supervisor Tax 
Administrator). 

 

Participant 5 (Senior Supervisor Internal Auditor) added that: “We are effective from 

the number of our implemented recommendations by management. Yes, we are 

continuously impacting on the management”. “Considering that our 
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recommendations being implemented by the management indicate that we are 

impacting on FIRS management and for that purpose we are rationally doing well 

(Participant 2, Internal Auditor)”. Furthermore, “The level of management 

implementation of our recommendations shows our effective functions and how we 

are continuously impacting substantially on management in FIRS activities 

(Participant 7, Internal Auditor)”. 

 

In summary, internal audit outcomes continuously influencing and impacting on 

management decision making. This is because FIRS management decision making 

considered several factors from the participants’ perceptions. These factors are 

continuous improvement in management, number of recommendations approved and 

those put to practice. On the other side, the medium-term outcomes are sometimes 

hindered by the management reluctant to approve and implements the 

recommendations of internal audit on time. The documentary analysis and other 

staffs of FIRS who are not part of interviewee of this study confirmed that the 

management are not cooperating and reluctant to send feedback to the auditors on the 

number of approved or considered recommendations. Others stated that sometimes 

the top management are seeing the internal auditors as their opponents to their biased 

interest and self-centred desires. So, keeping silence and not giving feedback is the 

right solutions to them (top management) to continue practicing in the course of 

serving the top management political leaders. The final anticipated internal audit 

outcomes i.e. long-term outcomes in this study were discussed in the next section.  
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5.8.1.3  Long-term Outcomes 

Long-term outcomes of the internal audit are the everlasting achievement of the 

auditing performance. The internal audit long-term outcomes are anticipated to assist 

the management in achieving the visionary objective of the tax administration. The 

visionary objectives of the tax administration are to improve internal operations that 

can lead to effective revenue generation through efficient processes. Figure 5.39 in 

Appendix D provides the sub sub-theme of the study interviews and the summary of 

the 11 participants who offered their knowledge and views during data gathering. 

The remaining 7 participants have not participated in discussing the long-term audit 

outcome. Therefore, the analysis of the data on long-term audit outcomes is based on 

only the 11 responses of the participants who shared their knowledge and views 

during the interview sessions. 

 

The participants’ responses varied on the long-term outcomes of the internal audit 

based on their knowledge and believe. The participants’ responses in this study 

revealed three elements namely achieving corporate goals, blocking leakages, and 

being professional in performing duty that can explain internal audit outcomes. The 

responses were further discussed in which participant 1 stated that: 

Overall, we are all in our audit functions to support the 
management of FIRS towards achieving the corporate goal of tax 
administration. At the beginning of each year, there is what we call 
'corporate goals of FIRS'. Each department is given their tasks. As 
soon as we received our objectives from the corporate goals, we 
draw a work-plan that formed the corporate goals and give it back 
to them (management). When it is approved and it is passed back to 
us (internal audit), we make sure we sit down and go through it and 
see how we can internalise (corporate goals) them and make sure 
that is what we deliver back to the FIRS management. It is when 
we meet our own target that the management will be able to meet 
its own target. Even though, we are not technical staff, everybody 
has his own way to contribute so that FIRS can achieve its goals 
and objectives for the year. In essence, we are contributing 
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significantly for the achievement of FIRS corporate goals and this 
shows our commitment and effectiveness in improving the tax 
administration (Participant 1, Senior Supervisor Internal Auditor). 

 
 
In his response, participant 7 (internal audit) stated that: 
 

Yes, of course we are assisting management of FIRS to achieve the 
corporate goals of the tax administration. We always act and go in 
line with the management long-term goals and supporting them in 
achieving the corporate goals and objectives of the FIRS. We 
ensure before the end of every business day i.e. working hours, all 
schedules are processed and delivered appropriately. Unlike before, 
FIRS now is autonomous by the Act of 2007, from then things are 
improving. In this regard the internal audit staffs are performing 
well, effective and fully engaged to the achievement of the 
corporate goals of the tax administration (Participant 7, Internal 
Auditor). 

 

Participant 4 (Senior Supervisor Internal Auditor) confirmed that: “Our prime target 

is to achieve corporate goals of the FIRS. We are effective and capable for achieving 

this objective through the enormous service our department is rendering and by this 

we are witnessing the impact on the management long-term corporate goals”. 

Another respondent said: “If our previous performance is sustained, our long-term 

goals will certainly be achieved and we will continue impacting on management to 

achieve its corporate goal of the tax administration (Participant 2, Internal Auditor)”. 

 

Additionally, participant 11 expressed his view by saying: 

Internal auditors are supporting staffs to the management and they 
are assisting the management by ensuring all the internal processes 
are working satisfactorily. This indicates the importance of their 
services and their readiness to accomplish the corporate goals of 
the tax administration. Assisting in achieving the corporate goals of 
the FIRS confirmed the effectiveness of the internal auditors and 
their immense contributions to the management in improving 
performance of the FIRS internal control and staffs efficiency 
(Participant 11, Senior Supervisor Tax Administration). 
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From the above responses of the participants, it revealed the level of commitment of 

the internal auditing in achieving the corporate goals of the tax administration. In 

practice, achieving corporate goals of the tax administration required consolidated 

efforts both from the technical and supporting FIRS staffs. According to FIRS 

Compendium of Tax and Related Laws (2012), technical staffs of FIRS are those 

staffs whose functions are directly entrusted with tax revenue identification, 

assessment, collection and administering on behalf of the government. The 

supporting staffs are the staffs whose functions are to provide assistance to the 

technical staffs directly or indirectly towards achieving tax administration visionary 

objectives. The function of internal audit in this regard is very important and is 

complimenting the efforts of technical staffs to achieve the corporate goals of FIRS. 

This is an indication that the internal audit activities are impacting the FIRS 

performance towards improving the tax administration. 

 

However, some participants perceived long-term outcomes of the internal audit as 

their roles in blocking revenue leakages and internal operation misappropriations of 

the tax administration resources. On this view, Deputy Director Tax Administrator 

disclosed that: 

The management of FIRS has realised that the work of IAD 
(internal audit department) is very essential so they are trying to 
provide the request of the department when due to allow them to 
perform efficiently and effectively. However, IAD are helping the 
management to achieve its lasting objectives by offering good 
observation on how to block leakages on taxes as you know is the 
overall objective of this organization. Secondly, the IAD are 
providing information to FIRS management about the operational 
processes, strengths and weaknesses of the processes, and provide 
room for expansion and correction on various areas for immediate 
action. At this point, I can really prove to you that the IAD are 
working remarkably toward the overall objectives of FIRS.  In 
short, in the long run, they are effective and impacting on the FIRS 
performance (Participant 17, Deputy Director Tax Administrator). 



Universlti Utara Malaysia 

 
 

221 

In a more coherent manner, participant 5 expressed that: 

We are working in supporting the technical staffs to identify and 
block leakages in the internal control processes, operational system, 
and to ensure long-term goals (corporate goals) of the FIRS are 
achieved. As a result of audit performance, most of the identified 
leakages have been blocked. Also, audit functions assisted in 
improving the performance of FIRS staffs thereby making us 
(auditors) effective. To a large extent, we have been able to show 
the management the leakages as we assisted in identifying and 
blocking operational misconduct despite minimum manpower in 
our audit department. We have achieved a lot. With little training 
we received, we have achieved a lot. Finally we are effective and 
performing wonderfully toward FIRS goals and vision (Participant 
5, Senior Supervisor Internal Auditor). 

 

Participant 18 added that: 

Internal auditing functions are assisting FIRS authority in blocking 
leakages of FIRS resources and misappropriation in this 
organization. However, to a large extent, by the virtue of their 
(auditing) work, auditors are working as subordinate to 
management, evaluate internal performance, detect and report 
defect, and assist management with information about internal 
control of the FIRS for improvement and achieving visionary goal. 
All these are very important to the management and are undertaken 
by internal auditors. Because there are some internal control 
measures we operate here (in FIRS) where somebody is monitoring 
somebody, somebody is auditing somebody, somebody is watching 
what somebody is doing, and this will reduce the level of 
operational fraud, incompetency, poor performance, and lack of 
effective internal control within the FIRS. If auditors did not 
perform well by refusing to consider audit function seriously, this 
will not give us (FIRS) good excellent result. Therefore, I can say 
internal auditing in FIRS is effective although there are some issues 
like manpower inadequacy and training we have discussed before 
but overall, they are effective (Participant 18, Director Tax 
Administrator). 

 

The view of participant 8 disclosed that:  
 

The FIRS management has recognized that our work is very 
necessary in the achievement of the long-term objectives by 
providing strategies for mitigating leakages in the operational 
system. We assist the management in blocking leakages, improve 
performance, creating awareness and many more for effective tax 
administration. We wouldn’t achieve these without being effective. 
Our staffs are doing wonderfully and always assisting the 
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management in achieving the FIRS overall goals and objectives 
(Participant 8, Senior Supervisor Internal Auditor). 

 
On the same issue, participant 15 was captured saying that: 
 

Of course the functions of internal audit in FIRS are very crucial to 
the management and so important to the tax administration in 
appraising the internal performance and blocking leakage both 
internally and externally. They are of course effective in detecting 
defects in the operational system, assessing individual 
performance, evaluating system strengths and weaknesses and 
report to the management. This gives the management inputs and 
snap shot to tackle the issues highlighted and improve the 
performance. In such a scenario I am able to say that they are 
effective and performing to the achievement of the long-term 
objectives of FIRS. To me, they are effective and impacting on the 
FIRS management (Participant 15, Senior Supervisor Tax 
Administration). 

 
 
In summary, these responses expressed the participants’ views on the internal audit 

outcomes and how they have impact in blocking both internal leakages about the 

operational and resource management and the external leakages on the tax collection. 

Achieving this would assist management of the FIRS to attain the long-term goals of 

the tax administration i.e. maximize revenue generation. This also would improve the 

performance of the internal process and enhance revenue generation. 

 

Conversely, other study participants’ perspectives on the long-term goals 

achievement centred on the ability and proficiency of the internal auditors to perform 

professionally that would technically assist the management to achieve its overall tax 

administration vision. The participants expressed their perceptions and participant 16 

said:   

Well, professionalism is one of the most exciting and exceptional 
strategy they are exhibiting to show their ability and competency in 
attaining the long-term objective in FIRS. They are supporting the 
management by evaluating and highlighting the issues in the 
operating system and provide solutions that would improve the 
situation. They are subordinate to the management and assisting the 



Universlti Utara Malaysia 

 
 

223 

management to internally control, monitor and manage the 
operating system. With this task at hand, they are impacting on the 
performance improvement of the tax administration and their 
services are very important to the achievement of the long term 
goals of FIRS (Participant 16, Senior Supervisor Tax 
Administrator). 

 
 
Another participant from internal audit who was Senior Supervisor added that:   
 

We are performing professionally on duty and this is our core 
secret in achieving the long-term goal of the FIRS and continuously 
impacting on the management. Professionalism makes our success 
dream to be attainable. The main objective of tax administration is 
to maximize tax collection and our ultimate goal as internal 
auditors is to assist and facilitate the process of accomplishing this 
objective of the tax administration. We are working therefore, 
internally behind the scene and carefully by ensuring the system, 
individual staff, and operational process are all efficient and 
effective to assure the management that the long standing corporate 
goal of the FIRS is being materialized. Reaching this level and 
working tirelessly signifies our long standing commitment on the 
long-term goals of FIRS and effectiveness of our functions 
(Participant 4, Senior Supervisor Internal Auditor). 

 
 
Participant 5 Senior Supervisor Internal Auditor concluded that:  
 

We were able to achieve long-term objective or goals in FIRS by 
performing professionally on duty. When we started Revenue 
Assurance assessment, it was in 2012 and we were able to block so 
many loopholes that yield system improvement and increasing 
performance. Till today, most of the endorsements we made were 
actually implemented and today we can still see traces of policies 
that emanated from our functions be it from Revenue Assurance 
exercise, staff performance evaluation, and system improvement 
approaches (Participant 5, Senior Supervisor Internal Auditor). 

 
 
In reality, the achievement of long-term goals or corporate objective of internal audit 

is to assist FIRS management in improving its performance as a whole. FIRS 

corporate objective is to maximize tax revenue generation in an efficient manner and 

this objective was not adequately achieved. This was indicated from the document 

analysis done by the researcher on the total tax revenue collection of the FIRS from 

the year 2010 to 2017 (refer to Appendix A). The actual collected revenues and the 
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budgeted or targeted amount is not improving in particular from 2015 to 2017. This 

is the result of inadequate training to the FIRS staffs at various capacities, poor 

management of resources from the FIRS executive and often weak policies of the tax 

administrators. These are among the hindrance that are adversely affecting the 

achievement of corporate goals and long-term objectives of the internal audit 

function and FIRS effectiveness.  

 

In summary, internal audit outcomes are viewed from the perspectives of short-term, 

medium-term, and long-term outcomes. The concerned of short-term outcomes 

entails the quick and shorter decision making that the management can do with the 

influence of the internal audit functions. The challenges of the short-term outcome 

have to do with management reluctant to change and also political influence among 

the management cadre. This situation hindered the impact of the audit outcomes to 

the management. In addition, the medium-term outcomes are continuously improving 

and assisting the management in making decisions that can improve the performance 

of the tax administration. In this case, the internal auditors are worried about the lack 

of feedback from the top management regarding the recommendation they have 

provided that could improve the performance of FIRS. Furthermore, the long-term 

outcomes are to assist the FIRS management in achieving the overall goals and 

objectives of the tax administration. The corporate goal of FIRS is to maximize tax 

revenue generation to the government which is the ultimate objective of effective tax 

administration. After the internal audit outcomes were observed by the tax 

administration, taxpayers shall expect a high level of governance, accountability, and 

transparency outcomes from the tax administration. These were further discussed in 

the next section.  
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5.8.2    Outcomes from Taxpayers’ Perspectives 

This study deployed survey questionnaire to explore the taxpayers’ perceptions on 

the effectiveness of the internal audit in tax administration. In this study, taxpayers 

are part of the proposed internal audit model (see Section 3.3.4). The taxpayers are 

concerned about internal performance of the FIRS and interested in the role of 

effective internal audit for short-term outcomes of the FIRS. They are interested on 

how internal auditors are assisting and playing important roles in ensuring good 

governance, transparency and accountability in FIRS at this level (refer to Chapter 3, 

Section 3.3.4 and Chapter 4, Section 4.4).  

 

Additionally, taxpayers are on the opinions that transparent and accountable tax 

administration would be efficient and effective in collecting and administering their 

taxes. This could also yield good governance in the tax administration thereby the 

collected tax would be submitted to the government for the provision of the country’s 

development. The survey questionnaire distributed in this study used the five Likert 

scale. Table 5.4 shows the statistical summary of the taxpayers’ outcomes of the 

internal audit function in FIRS tax administration. Table 5.4 provided the summary 

of taxpayers’ responses based on ranking. 

 

In the table, GG1 represents ‘good governance 1’ has the mean of 4.44 which is 

ranked number 1 among the questions on good governance. Then GG3 ‘good 

governance 3’ is ranked number 2 and followed by GG2 ‘good governance 2’ which 

is ranked number 3. Then TR6 meaning ‘transparency 6’ has the highest mean 

among the 12 questions on transparency. TR4 ‘transparency 4’ is ranked number 2 

and followed by TR7 ‘transparency 7’ which is ranked number 3 based on the 
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frequency of the responses. Finally, ACC7 refers to ‘accountability 7’ has the highest 

mean of 4.49 among the 9 accountability questions. ACC1 ‘accountability 1’ is 

ranked number 2 and ACC2 ‘accountability 2’ is ranked number 3 according to the 

frequency distribution of the taxpayers’ responses. Table 5.4 was shown in the 

following page.  
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 Table 5.4 
 Statistical Summary of the Taxpayers’ Outcomes 

Statement on Taxpayers' 
Outcome 

Items 
No. Responses Mean 

(SD) Rank 

  1 2 3 4 5     SD D N A SA   
Good governance in tax 
administration facilitates my 
tax commitment and payment 

GG1 
1 3 5 179 154 4.44  

1 
0.3% 0.9% 1.4% 52.3% 45.% (0.60) 

Positive attitude of tax 
administrators as well as good 
governance in decision 
making increase my 
confidence in paying taxes 

GG3 

2 4 9 150 177 4.38  

2 
0.6% 1.2% 2.7% 43.8% 51.8

% (0.54) 

Efficiency and effectiveness 
of tax computation by tax 
administrators facilitate my 
prompt tax compliance 

GG2 

3 5 7 180 147 4.32  

3 
0.9% 1.5% 2.% 52.7% 43% (0.63) 

Transparent and efficient tax 
administration facilitates my 
ability to pay my tax normally 

TR6 
0 1 3 162 176 4.39  

1 
0.0% 0.3% 0.9% 47.4% 51.5

% (0.58) 

I must have to pay my taxes 
to the tax authorities regularly 
because of transparency in 
governing my taxes 

TR4 

2 3 7 170 160 4.23  

2 
0.6% 0.9% 2% 49.7% 46.8

% (0.70) 

I will continue to pay tax 
provided the tax 
administrators are transparent 
and efficient in governing my 
tax collected 

TR7 

3 5 9 168 157 4.20  

3 
0.9% 1.5% 2.6% 49.1% 45.9

% (0.79) 

I have confidence in an 
accountable tax 
administration  

ACC
7 

5 9 15 186 127 4.49  
1 

1.5% 2.6% 4.4% 54.4% 37.1
% (0.63) 

Effective tax administration is 
one that is accountable in 
collecting and managing the 
tax revenue efficiently 

ACC
1 

7 3 23 191 118 4.36  

2 
2% 0.9% 6.7% 55.9% 34.5

% (0.72) 

Accountable, efficient and 
effective tax administration  
encourage my tax payment 

ACC
2 

7 15 19 188 113 4.19  
3 2% 4.4% 5.6% 55% 33% (0.54) 

  Source: Survey on taxpayers 
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Table 5.4 shows the different statements used to understand the taxpayers’ 

perceptions on the short-term outcomes of the internal audit performance in tax 

administration. The purpose was to investigate the GG (Good Governance), TR 

(Transparency), and ACC (Accountability) outcomes (based on ranking) of internal 

audit that have impact on the tax administration.  

 

For GG1, the majority of the respondents 179 (53%) “Agree” with the statement and 

GG3 177 (51.8%) respondents to this question “strongly agree” with the statement. 

Finally, for GG2 52.7% (180) of the respondents agreed with the statement. The 

findings on the good governance statements indicate that taxpayers are very 

conscious and interested in effective tax administration that can govern their 

collected taxes effectively. The findings also implied that positive attitude of tax 

administrators in terms of politeness and kindness in considering the taxpayers when 

making decision is one of the factors attributed to good governance in the tax 

administration that can facilitate tax compliance. Additionally, the findings show 

efficient and effective internal audit would assist in providing good governance in 

tax administration which in turn increases taxpayers’ willingness to comply with tax 

payment.  

 

For transparency outcomes, 176 (51.5%) of the taxpayers “Strongly agree” with the 

statement in TR6. As for TR4, 170 (49.7%) of the respondents “Agree” with the 

statement. The third statement, i.e. TR7, reveals that majority of the respondents i.e. 

168 (49.1%) “Agree” with it. The findings show that transparent tax administration 

where tax assessment and collection process are openly done is enhancing taxpayers’ 

morals and ability to pay their taxes. In this case, effective internal audit has a 
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significant role in ensuring and assisting tax administration toward achieving 

transparent operational process by identifying and highlighting the challenges of 

internal issues and weaknesses of tax administration and reporting to top 

management for improvement. Also the finding highlights the important role of 

transparency in providing efficient and effective process in managing the taxpayers’ 

compliance.   

  

The statement ACC7 shows that majority of the respondents 186 (54.4%) agreed 

with the statement. The second statement ACC1 indicates that majority of the 

respondents 191 (55.9%) agreed with the statement. The final ACC2 statement 

shows that majority 188 (55%) of the respondents “strongly agree” with the 

statement. The findings indicate that accountability in tax administration is a source 

for increasing taxpayers’ confidence and compliance. In essence, internal audit plays 

an important role in ensuring accountability in tax administration is being in practice. 

This would be achieved by ensuring the tax administration staffs are accountable for 

their functions based on the FIRS management protocols. The finding also implies 

that accountable tax administration is efficient in assessing and collecting taxes and 

effective in achieving its goals and objectives. 

 

In summary, Table 5.4 shows that statements GG1, TR6, and ACC7 were ranked 

number 1 across their respective groups. GG1 states that “Good governance in tax 

administration facilitates my tax commitment and payment”. TR6 states that 

“Transparent and efficient tax administration facilitates my ability to pay my tax 

normally”. And ACC7 states that “I have confidence in an accountable tax 

administration”.  
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The findings of the questionnaire survey show that taxpayers are of the opinions that 

internal audit has substantial roles in ensuring good governance in tax administration. 

Similarly, internal auditors can assist tax administrators in ensuring that transparency 

and accountability are maintained in FIRS through identifying and analyzing the 

weaknesses of the operational processes and internal control of the tax administration 

and suggesting ways for improvement. The findings from the survey are in line with 

the interview findings in Section 5.8.1.1 where participants expressed their opinions 

on how internal audit functions are complimenting tax administration’s objectives. 

 

5.9      Chapter Summary 

 This chapter analyzed the data gathered from the interview, document study and 

survey methods. The data gathered were used to guide the study in answering the 

research questions stated earlier in Chapter One. Multiple methods (qualitative and 

quantitative) were used to collect the data and the collected data was analyzed using 

Nvivo version 10 and SPSS version 21. The results revealed the inputs and processes 

required for efficient and effective internal audit in FIRS. Also, the study participants 

shared their views on what are anticipated from the functions of internal audit 

functions as required outputs to the FIRS management and how it were connected to 

their efficiency and effectiveness. Furthermore, they provided how internal audit 

outcomes can be perceived from the short-term, medium-term, and long-term levels. 

Finally, taxpayers anticipated good governance, transparency, and accountability 

from short-term outcomes perspectives is to ensure effective internal audit in tax 

administration in FIRS. The next chapter discussed the answers to the research 

questions stated in Chapter one of this study.    
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CHAPTER SIX  

DISCUSSION 

6.1      Introduction 

In Chapter Five, data collected from the interviews carried out with internal auditors 

and tax administrators were discussed together with the documentary data as well as 

questionnaires distributed to the taxpayers. In this chapter, the result obtained from 

the qualitative and quantitative analysis were synthesized, and further supported by 

documentary study to answer the research questions stated in Chapter One of this 

study. This was achieved by integrating the interview, documentary data and survey 

data to provide the answers to the research questions. 

 

6.2      The Study Main Objective 

It was stated in Section 1.5 that the objective of this research is to understand the 

required inputs, processes, outputs, and outcomes of internal audit are connected for 

efficient and effective performance in tax administration in Nigeria. In achieving this 

objective, a case study methodology was used on the internal audit of the Federal 

Inland Revenue Service Nigeria (FIRS). Based on the data analysis, the study 

indicates that for internal audit to perform efficiently and effectively in tax 

administration, it requires certain inputs, processes, and outputs which will 

eventually explain the outcomes that have impact on the management decision 

making toward improving tax administration performance. 

 

The proposed Integrated Internal Audit Model for Effective Tax Administration (See 

Figure 3.1) of this study is a consolidation of literature and previous models (See 

Section 2.8.3) specifically by adapting Pitt (2014) conceptual model and modified 
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with other components from the literature. Based on this, the data gathered on the 

case study explained the usefulness of the Integrated Internal Audit Model in Tax 

Administration in an actual perspective using the FIRS as an organization. The 

findings of the study supported the proposed model in this study by explaining that 

Integrated Internal Audit Model can enhance internal audit efficiency and 

effectiveness in the FIRS. Conversely, the proposed model (see Figure 3.1) was 

amended after the data collection by highlighting the link between the strategic 

advice and recommendation (see Section 5.7) under the output level in the final 

model of the study. This was the main different between the proposed model in 

chapter three (see Figure 3.1) before data collection and the final model in chapter 

six (see Figure 6.1) after data collection. The levels and components of the final 

model are same with the proposed model except for the link between the strategic 

advice and recommendation components in the final model as discussed in Section 

5.7. 

 

The final model (see Figure 6.1) shows what internal auditors refer to as audit 

recommendation is sometimes considered as strategic advice interchangeably. This is 

also the same from the perspective of the FIRS management according to the 

findings of this study (refer to Section 5.7). The link between the two components is 

connected to the nature and form of the components elements which involved the 

suggestions and possible solutions on how to improve or implement something by 

the FIRS management based on auditing findings, knowledge and skills. This link 

was incorporated into the final model by dotted line in the Integrated Internal Audit 

Model for Tax Administration as depicted in Figure 6.1.  
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The internal audit model in this study includes the need for internal auditors to 

provide strategic advice and good recommendation that could improve the decision 

making by the FIRS management. The finding of this study is in line with Pitt (2014) 

recommendation that strategic advices are the key tactical output anticipated from the 

internal auditor’s functions that can guide and aid the top management decision 

making for improving performance and adding value to the tax administration. In 

addition, this finding also supports Zandi (2018) who argued that despite the 

important function of internal auditors’ activities and their role in providing strategic 

recommendations and tactical advices, their effort are worthless without management 

support and willingness to implement their findings no matter how good they are. 

This is connected to the findings of this study in Chapter 5 under Section 5.7.  

 

In addition, both the strategic advice and recommendation are suggested by the 

internal auditors to add value to the management and provide ways for performance 

improvement internally and at the same time, to satisfy the needs of the stakeholders 

(Arena & Azzone, 2009; Abbott et al., 2010). Therefore, the Integrated Internal 

Audit Model for Tax Administration in this study verified the required processes of 

internal audit in the FIRS that need to be followed to improve efficiency and 

effectiveness.  

 

In conjunction with the intention of this study, the model in Figure 6.1 can be used to 

explain the needs of internal audit in connection to their performance improvement 

provided that the model’s components remain integrated and observed accordingly. 

Understanding the internal audit needs in terms of inputs and the activities required 

at the auditing processes will assist in achieving the anticipated audit outputs 
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efficiency which can contribute to achieve audit outcomes effectiveness. Finally, 

effective audit function would in turn assist FIRS top management in making 

decision about the operational performance of the tax administration.   

 

Based on the analysis, this study found that for internal audit to be efficient and 

effective in tax administration, inputs, processes, outputs and outcomes required 

should be provided adequately to enable the auditing activities being conducted 

successfully. From the findings of this study (refer to Chapter 5), inputs findings 

show that ‘strategy’ are very fundamental in understanding audit efficiency (5.5.1). 

‘Environment’ includes legislature, policies and working conditions that are the 

essential supports for auditing functions (5.5.2). ‘Competency’ is another key factor 

that includes qualification, knowledge and skills needed for audit efficiency (5.5.3) 

and ‘history’ is a factor which informed the tax administration about pass and present 

resource allocation and utilization and how they impacted on the audit activities 

(5.5.4). These are the major inputs required based on the findings of this study. 

 

The process requirement for internal audit is ‘planning’ process which entails the key 

audit priorities and audit procedures (5.6.1). ‘Performing’ process deals with 

auditors’ commitment, impartiality and transparency (5.6.2). Others are 

‘communication’ process that is a method for sending, receiving or discussing among 

auditor’ which could be in horizontal and vertical forms (5.6.3) and ‘monitoring’ of 

auditing function that needs certain audit qualities, skill and techniques (5.6.4). The 

findings of this study highlighted these elements as processes required for internal 

audit efficiency. 
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The anticipated audit outputs are ‘strategic advices’ which are the tactical 

suggestions for initiating, formulating and implementing policies and other guides 

that can assist management’s decision making (5.7.1). Additionally, ‘audit report’ is 

prepared and submitted to the top management which contained activities and issues 

about the functions being accomplish (5.7.2) and ‘audit recommendation’ which 

cover suggestions and proposals about how to mitigate a challenge, issue and how to 

improve performance in FIRS (5.7.3). These are the findings of the study at the 

outputs level. Finally, the findings of the outcomes level of the study is ‘short-term’ 

views from internal auditors and tax administrators (5.8.1.1) and anticipated needs 

from the taxpayers (5.8.2) with regards to the short-term outcomes. ‘Medium-term’ 

(5.8.1.2) and ‘long-term outcomes’ (5.8.1.3) formed the last segments of the findings 

which shows the continuous impact of auditing functions as well as their assistance 

in achieving of the corporate goals internal audit in FIRS. 

 

In summary, the Integrated Internal Audit Model for Tax Administration in Figure 

6.1 shows that for internal auditors to be efficient and effective in tax administration, 

inputs are the basic and foremost resources required which can be utilized to perform 

the auditing activities for the required outputs efficiency (see Section 5.5). The 

processes are the interactions between audit inputs and audit functions in a series of 

stages to provide the audit result (see Section 5.6). The audit outputs are what can 

eventually explain the anticipated end results of audit functions that are useful to 

management for decision making (see Section 5.7). Finally the findings for outcomes 

are what would explain the audit impact and the auditors’ effectiveness in the FIRS 

(see Section 5.8). The model in Figure 6.1 also requires continuous check and 

balance between its components to keep them integrated and supporting each other to 
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achieve the audit goals and objectives in FIRS. Discussion of this research questions 

of the study together with the model components were provided in the following 

sections. 

 

6.2.1    Internal Audit Inputs for Efficient Performance 

Research Question 1: How the internal audit inputs explain the internal audit 

performance in FIRS? 

Based on the first research question in this study, the analysis in Section 5.5.1 

indicates that the internal audit required inputs (i.e. strategy, environment, 

competency, and history) explained the internal audit performance in tax 

administration as depicted in Figure 6.2. 
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Section 5.5.1 reveals that for internal audit to perform strategically in an efficient 

manner, it required certain resources and approaches. The resources are about 

comprehensive audit plan and competent human resources. Internal auditors used this 

strategy to plan and execute their plan by drafting and arranging their activity at the 

beginning of the year and set the personnel that are qualified to implement the 

planned task after getting approval from the management.  

 

However, the summary of the study findings in Section 5.5.1 reveals that in FIRS, 

delay in the approval from the management is affecting the implementation of the 

planned strategy which adversely impacted on the performance of the auditing 

functions. Therefore, FIRS management should consider approving of the internal 

auditors proposal in terms of their audit plans on time to facilitate their strategy and 

improve their performance. Such situation would enhance the ability of the internal 

auditors to strategically achieved their objectives and provide the services to the 

management that can assist to the achievement of tax administration effectiveness. 

 

In line with management timely approval of the audit plan, Brierley et al. (2001) as 

well as Mihret et al. (2007) argued that ineffectiveness of internal audit in many 

developing countries is due to the fact that management in public sector is reluctant 

to support the activities of auditing function through unnecessary delay and not 

timely approve their proposals. Sawyer et al. (2003) shows that internal audit in 

public sector required effective strategy supported by the management endorsement 

on time when it is due for performing auditing functions.  
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Furthermore, Thomas (2018), Sterch and Bounckaert (2006) as well as Bahrud-din et 

al. (2014) stated that lack of management approval, encouragement and strategic 

support will result in internal audit activities encounter failure, worse time and waste 

of resources. Hence, internal auditing success is connected to management 

commitments, support and timely approval. Therefore, FIRS management should 

take measures that would bring timely approval of internal auditing strategies. This 

would allow internal auditors to act accordingly and improve their ability to perform 

auditing functions appropriately. Performing auditing functions appropriately would 

assist in enhancing, delivering and accomplishing tax administration objectives. 

 

On the other hand, the results of the interviews and documentary studies (see Section 

5.5.2) indicate that effective legislatures are fundamental in performing auditing 

functions and are very important for internal audit efficiency. But in the case of 

FIRS, the summary of the finding in Section 5.5.2 shows that some legislatures of the 

internal audit in FIRS are old, archaic, long time un-reviewed and obsolete. This is 

contrary to what was stated in the FIRS Compendium of Tax and Related Laws that 

legislatures are subject to review, update and amendment periodically (every 4 years) 

for effective function of the tax administration. 

 

Therefore, for the internal audit to perform efficiently, the required legislatures (audit 

manual, audit charter, financial regulations, working condition and organizational 

policies) are to be reviewed and updated periodically to reflect the current situation 

and confront the evolving issues in internal auditing as well as FIRS. From the result 

of the documentary analysis (see summary in Section 5.5.2) shows that audit manual, 

audit charter, and condition of service in FIRS were last reviewed in the year 2009 
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and some financial regulations were enacted since the year 1958. Therefore, the 

legislatures such as audit manual, audit charter and financial regulations are not 

reflecting the current audit practices and mitigating the challenges of the internal 

audit functions in FIRS.   

 

In line with internal audit environment, Arena and Azzone (2009) argued that 

favourable operating environment of an internal auditor as well as composition and 

structure of an organization are the key determinants of the auditing efficiency and 

effectiveness. Sawyer et al. (2003) as well as Sterch and Bounckaert (2006) also 

found that strong legislatures, policies and necessary legal backing are required to 

improve internal audit efficiency and auditors performance in public sector 

organization.   

 

Therefore, FIRS management should take into consideration the important role of 

internal audit function, thereby providing adequate and up-to-date legislatures that 

can enable the auditors to operate within the jurisdiction of laws that would facilitate 

their capabilities and performance. In addition, legislatures that can stand against the 

evolving issues of internal auditing and the dynamic nature of tax organization shall 

be provided to improve auditing efficiency in FIRS. Moreover, legislatures that are 

up-to-date and in line with the current global auditing practices can enhance auditing 

efficiency in FIRS tax administration. 

 

Conversely, after having vibrant legislatures that are essentially needed, another 

required input for internal audit efficient performance in FIRS is competency (see 

Section 5.5.3). The result of the study in section 5.5.3 reveals that there are some 
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issues in terms of auditors’ knowledge and skills. The issues are connected to 

recruitment process of internal auditors. For instance, political and social influences 

of FIRS management and top government officials used their power to employ 

engineers, architects, and estate surveyors for the services of FIRS and internal audit 

department. This situation, on one way of the other, affected the performance of the 

internal auditing functions in FIRS. Moreover, there is inadequate training to the 

internal auditors which would enable them to enhance their experience, skill and 

competency performance (see Section 5.5.3). This also impacted undesirably on the 

auditing efficiency. 

 

In addition, the interview participants argued that they were not offered training since 

2015 to improve their auditing knowledge, skills and competencies that could 

facilitate their auditing functions and efficiency in FIRS. This confirmed that from 

2015 onward they received inadequate training that can improve their competency 

skills despite the auditing environment which is so dynamic with different issues that 

are evolving from various perspectives (see summary of Section 5.5.3).  

 

In line with this finding, Ahmad et al. (2009) found that lack of training and 

insufficient auditing knowledge would incapacitate the efficiency and effectiveness 

of internal auditing functions in public sector organization. In addition, Arena and 

Azzone (2009) postulated that performance of internal auditors is connected to the 

auditors’ competency in terms of knowledge and skills, availability of the auditing 

resources as well as management support in an organization. Updating internal 

auditors’ knowledge on regular interval can improve their competency level rather 
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than focusing on searching for unconnected errors in auditing procedures to query 

the auditing  performance (Udeh & Nwandialor, 2016; Udeh & Nweke, 2018).  

 

Moreover, Bahrud-din et al. (2014) confirmed that internal auditors’ level of 

competency in terms of professional experience, training and educational level can 

determine the performance of auditors in an organization. Shamki and Alhajri (2017) 

as well as Wright and Wright (1997) in their different studies found that competency 

is connected to internal audit effectiveness, provided that the auditors are well 

trained, possess adequate auditing knowledge and skills to perform auditing 

functions in line with their organizational objectives.  

 

Furthermore, studies of Faitusa (2015) as well as MacRae and Gils (2014) show that 

for internal auditing to be efficient and effective, it must have competent audit staffs 

that can perform the auditing functions proficiently. Internal auditors’ proficiency 

requires auditors to have the right qualification, skills, expertise or experience, 

knowledge, and other competencies to perform better auditing responsibilities and 

functions based on auditing standards and organizational policy (Azzali & Mazza, 

2018; IIA, 2016). In line with these studies, competency contributed greatly to the 

ability of auditors to perform systematic and discipline approach and is a major 

factor in enhancing auditing performance. 

   

Therefore, FIRS authorities should note that efficiency of the internal audit would be 

best achieved by providing internal auditors with adequate training periodically to 

increase their skills and competency as the findings of this study shown in Section 

5.5.3. In addition, internal audit recruitment should be based on competency and 
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training should be provided to the auditors regularly to keep them acquainted with 

the auditing knowledge, skills and challenges (see Section 5.5.3). History of human 

and material resources allocation and utilization in FIRS internal auditing activities 

from the historical perspective was the next finding of this study. This area is 

discussed as input requirement for efficient internal audit function (see Section 

5.5.4).  

 

In Section 5.5.4, internal audit required adequate human and material resources that 

would enable them to perform efficiently in FIRS. However, from the result of the 

study, the documentary analysis indicated that FIRS headquarter Abuja, have a small 

number of internal auditors allocated to the audit department to perform auditing 

functions. For instance, FIRS have the staffs at headquarter Abuja totalling 1856 or 

24.61% (out of 7542 of FIRS total staffs nationwide). Out of 1856 staffs, there were 

only 35 (1.88%) internal auditors in the internal audit department at FIRS 

headquarter.  

 

In addition, these 35 auditing staffs are responsible for coordinating the other 6 audit 

departments in the country. At the headquarters Abuja, internal auditors were 

allocated with only 8 offices to accommodate them to perform auditing functions. 

Section 5.5.4 stated that out of the 35 internal auditors in FIRS headquarter, only 13 

(37.1%) auditors (10 male and 3 female) have some of the required qualification of 

ACA, CNA, CITA, and CISA are performing the internal auditing duties in the 

FIRS. 
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In line with the number or proportion of auditing staffs in an organization, Ahmad et 

al. (2009) as well as Arena and Azzone (2009) suggested that increasing the number 

of internal auditors in proportion to the growth of the organizational employees 

would improve the auditors performance. It shows that when the number of 

employees increased, the ratio of the auditing staffs also needs to be increased based 

on the proportion of the employees’ growth. In essence, effectiveness of internal 

auditing is subjected to, the Chief internal audit officer and other auditing staffs’ 

affiliation with the Institute of Internal Auditors and their commitment to the 

auditing practice in an organization (Arena & Azzone, 2009).  

 

In addition, Sterch and Bounckaert (2006) found that inadequate and limited internal 

audit staffs as a factor hindering internal audit performance in public organization in 

some of the OECD member countries such as the US and the UK. Similarly, Brierley 

et al. (2001) and Mihret et al. (2007) confirmed that inadequate auditing staffs would 

render auditors’ performance low and insignificant to meet their organizational goals 

and objectives. 

 

Therefore, FIRS needs to consider the human and material resources allocation that 

would reenergize the internal auditing and increase their performance efficiency.  

Furthermore, the FIRS management should address the issue of inadequate internal 

audit staffs by replacing the transferred auditing personnel to other department or 

unit which resulted in the increase of workload to the remaining auditing staffs as 

highlighted in the summary of history findings in this study (see Section 5.5.4). 
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FIRS should provide all the required human and material resources as participants’ 

responses and documentary analysis of the study highlighted that inadequate 

allocation of human resources is adversely affecting auditing activities. Therefore, 

historical knowledge and analysis is very important in any organization. This is 

because knowledge of past resource allocation to the internal audit could provide 

ideas on how to review the past decision that are linked to human and material 

resources allocation that yielded poor performance. This would also give room for 

retaining and improving the previous decision to increase present and future 

efficiency in performance.   

 

In summary, the management of FIRS should consider the issues and challenges of 

strategy, environment, competency and history as discussed in the internal audit 

model in this study by addressing the required inputs for efficient performance in 

FIRS. It is obvious that inefficiency in one component would affect the other 

components and this would decrease the internal auditors’ performance. Updating the 

legislatures, providing the right personnel to the audit department, revising the 

resources allocation, periodic training, timely approval of plan and increasing the 

auditing manpower and budget would increase the efficiency of the internal auditors’ 

performance in FIRS. This is because the input components shown in Figure 6.2 

based on the findings of this study are the essential components to the internal 

auditing performance in FIRS. The next section answered the second research 

question in this study. 
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6.2.2    Internal Audit Process for Efficient Performance  

Research Question 2: How the internal audit processes explain the internal audit 

performance in FIRS? 

According to the second research question of this study, Integrated Internal Audit 

Model for Tax Administration in Figure 6.1 shows that for internal auditing to 

perform efficiently in FIRS, there should be processes required to transform the 

inputs into actions that can yield anticipated outputs. The model indicates that the 

processes required for audit processes are basically, the four components namely 

planning, performing, communication and monitoring. These four components are 

connected with each other and are the basic auditing functions requirement based on 

this study model as summarized in Figure 6.3.  

    

  

 

 

 

 

 

 
Figure 6.3  
Internal Audit Processes 
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procedures are considered the important elements in explaining auditing performance 

in FIRS as indicated in the findings of the study in Chapter 5. 

 

Planning for the internal audit process is done by the internal auditors at the 

beginning of every year and the planned activities are submitted to the FIRS 

management for approval. The result of the study (see Section 5. 6.1) shows that the 

key success of the auditors depends on their ability to outline the auditing priorities 

and procedures. The interview result reveals that the staff’s strength, scope and 

objective in audit plan are the audit key priorities and consideration during planning 

process. Internal auditors highly regarded these areas and gave more emphasis at the 

planning stage i.e. by planning their annual functions within their scope and it goes 

in line with the auditing objectives. Similarly, they need to ensure that at the 

beginning of the year they have adequate manpower that can implement the planned 

auditing programme and functions.  

 

However, in reality, the findings of this study shows that the internal auditors in 

FIRS are unable to plan and implement their plans efficiently due to inadequate 

manpower and time lag in the management approval of the planned audit activities. 

Adequate internal audit staff at the planning stage is one of the fundamental 

requirement for auditing priorities that could lead to successful planning and could 

be utilized to execute auditing functions in an organization as indicated by previous 

literatures (see for example Sterch and Bounckaert 2006; Mihret et al., 2007). 

 

Internal audit planning entails setting auditing goals, key priorities and predicting 

how to achieve the plan successfully. It is also coping up with uncertainty by 
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predicting future causes of action and determining procedures adopted to accomplish 

anticipated audit functions and result efficiently. Internal audit planning also 

embodied all forms of plans such as strategic, tactical and operational planning to 

achieve goals and objectives of the audit and that of the organization consecutively 

(Pitt, 2014). 

 

To mitigate the challenges and regain internal auditing planning efficiency, the 

management of FIRS should engaged internal auditors with programs such as 

workshops and seminars that could refresh their knowledge and skills which in turn 

increase their performance and enhance planning efficiency of auditing activities. 

This would encourage internal auditors in improving the auditing planning process 

and performance in general. 

 

The element in the planning process is the auditing procedures that are required for 

internal audit efficiency are audit timeline and audit manual. Audit timeline and audit 

manuals are regarded as important at this stage of planning process. From the 

findings of this study in Section 5.6.1 timeline is required as one of the auditing 

procedure that can aid auditors in planning and guiding their audit functions. 

Effective timeline is regarded by the auditors as a periodic event, need to be 

implemented on timely basis and when due without compromise. Also in the 

findings, audit manual was regarded as a procedure guide required by internal 

auditors during the planning process in FIRS.    

 

In reality, internal auditors in FIRS are being guided by the audit manual and 

timeline in performing their auditing functions, but, there are some issues linked to 
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the lack of audit manual review and update as indicated in the summary of the 

findings in Section 5.6.1. The issue of old audit manuals has affected the auditing 

efficiency in FIRS. It has also impacted on the auditors’ performance efficiency in 

other aspects of their duties and responsibilities. 

 

Pitt (2014) as well as Moeller (2009) indicated that internal audit planning is 

regarded as a process that can give the internal auditor the opportunity to design, 

arrange and align their functions with the organization’s key priorities using strategic 

approach that guides them in achieving auditing as well as organizational objectives 

efficiently. That is, for internal auditors to be efficient in planning auditing functions; 

there must be adequate guiding procedures that can assist them in aligning auditing 

key priorities and organizational objectives using up-to-date manuals and 

interconnected regulations.  

 

Therefore, FIRS management should provide the enabling environment for internal 

auditors to rationalize their planning procedure effectively by providing them with 

updated audit manuals that could guide them and enhance their efficiency. Having 

required the planning process would make the internal auditors familiar with the 

function ahead of them and utilize the planning mechanism efficiently to accomplish 

tax administration objectives. Successful planning process would lead to performing 

the audit task efficiently. 

 

Performing is the second component of the internal audit process in this study model 

as depicted in Figure 6.3. It is the stage where internal auditors would transform the 

planned activities during planning stage into real actions. From the findings of this 
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study (see Section 5.6.2), it indicates that for the internal auditors to perform 

efficiently, they required commitment, impartiality and transparency in all degree of 

their auditing functions. Lack of commitment, partiality and transparency would 

render the functions of internal audit subjective, which in turn, adversely affect their 

effectiveness. In reality, based on the finding in Section 5.6.2, internal auditors in 

FIRS are adequately performing auditing functions based on commitments, 

impartiality and transparency by following the auditing principle and ethical values 

of FIRS practice. In addition, transforming the work planned wouldn’t be 

accomplished without committed staffs that can honestly practice the audit activities 

in an impartial and transparent process and manners on the auditees.  

 

The internal auditors’ impartial and transparent characteristics would be best 

achieved in an environment where they are independent to practice their profession 

without fear of sanction, intimidation or victimization from their top management. 

The findings of this study show that internal auditors in FIRS are not independent 

enough to practice their auditing function sometimes due to the fear of consequences 

in view of the query from the top management if they insisted on performing the 

auditing practice professionally.  

 

In line with this findings, Sterch and Bounckaert (2006) states that lack of assured 

internal audit independence in public organization is among the deterring factor of 

auditing performance in some of the OECD countries such as the Netherland, 

Canada, Australia, and Sweden. In addition, Faitusa (2015) as well as MaeRai and 

Gils (2014) advocated in their different studies that independence of internal audit 

from the top management of their organization is an essential factor for instituting 
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efficient auditing process and effective output that can assist top management 

decision making. Furthermore, this would make the audit activities very objective 

and free from any bias, interference and harassment.  

 

In line with the internal audit performing process, Pitt (2014), Moeller (2009) as well 

as Ridley and Chambers (1998) argued that performing stage is where internal 

auditors can exhibit their competency, knowledge and skills by focusing on auditing 

activities using commitment ability to perform audit function, impartiality to the 

auditees and transparent procedures for efficient and effective auditing functions. To 

achieve this, internal auditors in FIRS should be allowed to perform auditing 

functions without top management interference. This would make the auditing 

exercise credible at the end of the activities and acceptable to the auditees and useful 

to the FIRS management. Also, it would make the auditors stand firmly in 

performing their duty objectively. When performing function is done, the next 

auditing function in process level is ways to communicate among the internal 

auditors, to their auditees and to the FIRS top management as presented and 

discussed in the findings in Section 5.6.3 in this thesis. 

 

In FIRS, the finding of the interviews shows that there are two basic communication 

channels used by internal auditors’ namely horizontal and vertical communications. 

Horizontal communication entails two major channels i.e. written report, and memos. 

These are the findings from the responses of the interviewees whereas the 

documentary study revealed other channels such as circulars, bulletins and letters 

used by internal auditors. The finding of this study indicates that these are the official 

and efficient channels of communication between internal auditors and the FIRS 
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management. Internal auditors sent and received information and messages about the 

auditing activities performed by them as well as what are required to be done by the 

FIRS management through these channels. They also used the channels to transmit 

their findings to the management interchangeably. 

 

On the other hand, vertical communication is about how the internal auditors 

communicate among themselves and to their auditees while on duty. The finding of 

the study reveals that the internal auditors used phone calls and verbal 

communication with their auditees and among themselves. In addition, the auditors 

also employed some other forms of communications such as facial language like 

gesture, symbols, sign and slangs to communicate while on duty. These are the 

required vertical communications channels that can aid efficiency of the internal 

auditing in tax administration and are very efficient in transmitting information 

among auditors and to their auditees based on the findings in this study. 

 

Effective communication in auditing is highly regarded and emphasized by the 

previous researchers on internal audit. For instance, Smith (2005) and Orsini (2000) 

argued that, it is very essential for internal auditor to possess good understanding and 

communication skills in the process of auditing functions and reporting to the 

management to overcome complexity of organizational environment and global 

auditing challenges. Additionally, Pitt (2014) opined that internal auditor must be 

careful in selecting and using certain voices, words, terms and gesture while 

interacting with auditees and the top management at various levels of the 

organization in order to achieve effective communication of audit function.  
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Therefore, based on the participants’ responses and the analysis of the findings, there 

is a need for maintaining good understanding and communication skills by internal 

auditors to aid them in overcoming organizational and global challenges of 

communication. The practice of good communication skills can increase the 

efficiency in auditing and hence improve the auditors’ performance in tax 

administration.  

 

The summary of the findings in Section 5.6.3 shows that internal audit in reality are 

efficiently communicating through other channels due to the time lag from FIRS 

management to officially receive the audit information and often lack of management 

feedback to the auditors. These issues (feedback and time lag) are mitigated 

sometimes by employing phone calls and text messages to facilitate communication 

efficiency with FIRS top management. On the other hand, sometimes other channels 

of communication are being used by the internal auditors to communicate among 

themselves and to their auditees in order to facilitate their communicating efficiency. 

Monitoring is the next component of the model (Figure 6.3) at the process level in 

this study. 

 

In Section 5.6.4, the result of the internal auditors monitoring process was presented 

based on the participants’ interviews and documentary analysis. The findings of the 

interviews show that in FIRS, an internal auditor is required to possess some 

qualities, skills and techniques that can enable him to perform the monitoring 

function efficiently. The qualities are smartness and broad ideas on the function that 

is under the monitoring process. Ideas such as in-depth knowledge of the function 

should be supported by the smartness in understanding the situation and what is 



Universlti Utara Malaysia 

 
 

254 

anticipated from the function when the task was done. In reality, based on the 

summary of the findings, internal auditors in FIRS have the monitoring 

characteristics and the attributes that are crucial to perform this auditing function. 

This indicates the efficiency of the internal auditors in this aspect. 

 

In addition, internal auditor should be skillful in terms of good communication and 

writing skills as well as proper documentation. These two forms of skills are required 

to acquaint the internal auditors with essential skills to monitors performance in 

FIRS. This would enable the auditor to take note, receive and convey the information 

using the right communication channels as well as necessary document while on the 

monitoring function. In reality this is what the internal auditors are practicing in 

FIRS. This can be confirmed from the summary of the findings in this study. Follow-

up and check-list are the required techniques for efficient monitoring activities by 

internal auditors in the FIRS. Walker (1996) argued that to achieve effective 

monitoring result, internal auditors are required to follow-up activities and ensure 

that an auditor is responsible to his or her deeds and actions in discharging auditing 

responsibility in an organization. 

 

In FIRS, internal auditors are required to consolidate these attributes (qualities, skills 

and techniques) of monitoring based on the finding of this study. This can facilitate 

their performance during the auditing process and would add credibility to their 

findings. In essence, this is what actually obtainable in FIRS. The monitoring 

attributes are interconnected with each other in which deficiency in one would 

adversely affect the strength of the others. According to IIAA (2013), internal 

auditors monitoring stage is meant to ensure that all the necessary steps that were 
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established from the planning, performing and communicating processes are 

followed and are in line with the auditors’ distinctive monitoring attributes. The 

distinctive attributes include personal and cognitive characteristics of the internal 

auditor which can serve as the yardstick to monitor quality (Pitt, 2014). 

 

In line with the above, the findings of this study are supported by previous study 

such as IIAA (2013) which stated that internal auditors shall have the monitoring 

attributes in terms of qualities, skills and techniques to achieve the efficient 

monitoring performance. Therefore, it is become necessary for the FIRS 

management to ensure that its internal auditors maintain these characteristics that are 

personal and cognitive in nature, which are guiding and facilitating the monitoring 

performance of the internal auditing process. Furthermore, Walker (1996) confirmed 

that efficient monitoring result required internal auditors with monitoring skills and 

techniques that can be the guiding tools and attributes for successful monitoring 

auditing functions in an organization.  

 

In summary, the process level of the Integrated Internal Audit Model for Tax 

Administration in this study is made up of four interconnected components that are 

compatible together to aid internal audit performance. These components are 

required in FIRS to facilitate auditors’ efficiency and to deliver effectiveness in their 

functions as discussed from the findings in this study. However, issues of inadequate 

manpower and lack of timely approval of auditing work plan were identified as the 

challenges of efficient process of the internal auditors planning stage. Therefore, 

FIRS management should reconsider increasing the number of the auditing staffs and 

timely approval of their audit work plan to enhance the auditing efficiency and 
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performance. In addition, FIRS management should provide all the required 

performing, communicating and monitoring supports that can enhance the processes 

involved in these three components for efficient performance of the internal auditors’ 

functions. Similarly, FIRS management shall allow internal auditors to perform their 

auditing functions without fear or interference by giving them independence in 

planning and performing their functions objectively. This situation can also enhance 

auditing efficiency and they shall be fully accountable for any inefficiency in their 

work. When the internal auditors are done with transforming of inputs into actions 

(process) level, it is anticipated that the auditing function would yield the outputs 

required by the FIRS management which are useful for decision making as discussed 

in the next section.    

 

6.2.3    Internal Audit Outputs for Efficient Performance 

Research Question 3: How the internal audit outputs explain the internal audit 

performance in FIRS? 

In line with the third research question of this study as stated in Chapter One, data 

gathered and analyzed in Section 5.7 supports the components of the study model in 

Figure 6.1. This was also suggested by Pitt (2014), Ridley and Chambers (1998) and 

Gramling and Hermanson (2009) who stated that efficient internal audit is 

anticipated to provide useful result (outputs) that would yield the strategic advice, 

audit report and audit recommendation for management to use in decision making as 

indicated in the Figure 6.4. 
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Figure 6.4 
Internal Audit Outputs 

 

Figure 6.4 reveals that the findings of this study at the output level of the Integrated 

Internal Audit Model for Tax Administration are in three forms namely strategic 

advice, audit report and audit recommendations. The findings of this study indicated 

that internal audit in FIRS provide the strategic advice to the management that could 

assist FIRS management in improving performance of FIRS.  

 

In this regard, Pitt (2014) argued that strategic advice offered by internal auditors to 

the management is a tactical guide to formulate and implement decisions that can 

lead to enhancement of the existing or new policies and performance in an 

organization. The findings of this study show that in FIRS, the required internal audit 

strategic advices are in three forms; advices in relation to policy formulation, policy 

deployment, and professional advices. Strategic advices are based on this three and 

they are interconnected to policy improvement.   

 

Strategic Advice 
Policy formulation, 
Policy deployment, 
Professional advice 
 

Recommendation 
Informed decision, 
What action 
needed, Precise as 
possible 

Report 
Activities, Achievement, 
Challenges, Procedures, 
and Scope and 
Objectives 
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Integrating these forms of strategic advices would lead to a process of developing, 

formulating and implementing policies in the FIRS that can provide improvement in 

operational system and effectiveness of the tax administration. From the findings 

summary of Section 5.7, the researcher noticed that in reality, the internal auditors 

are providing the anticipated strategic advices to the FIRS management that can 

guide in developing, formulating and implementing new policies or reviewing the 

existing policies in an attempt to improve the effectiveness of the tax administration.  

 

In addition, internal auditors in FIRS are anticipated to provide advices that can lead 

to policy formulation by initiating the ideas after studying and analyzing the situation 

and current status of the operational policies and performance of the internal control 

as well employees within the FIRS (see Section 5.7.1). The ideas to formulate new 

policies or updating the existing policies offered by internal auditors would assist the 

FIRS top management in reviewing the whole FIRS operational process, revisit 

performance of the internal control and other operational performance with an aim to 

improve the efficiency and effectiveness of the tax administration holistically. 

 

McConnell (2010) stated that the success or failure of policy formulation depends on 

the ability of the advisers (providers of the advice) to strategically highlight the need 

for the policy and its impact on the organization performance. Therefore, if the 

internal auditors are able to, clearly explain the necessity of the policy formulation 

and advice the FIRS management, then it would lead to successful formulation of the 

policy or reviewing of the policy by the FIRS management.  
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On the other hand, internal auditors in the FIRS are anticipated to provide strategic 

advice in connection to policy deployment according to the findings of the study. 

The result of the participant responses shows that, it is the responsibility of the 

internal auditors to strategically advice FIRS management on how to implement new 

and revised policies of the FIRS to the maximum benefit of the tax employees for 

efficient operational performance and effective tax administration. In practice, based 

on the analysis of the findings, the researcher noticed that, from the participants’ 

responses, internal auditors are meeting this anticipated objective by providing 

strategic advices connected to policy deployments to FIRS management (see Section 

5.7.1). 

 

Providing methodologies for implementing the policies and other connected guides 

are among the functions of an internal audit. Internal auditors are in a right position 

to explain better the most suitable approach to implement a policy because they are 

more aware about the organizational capabilities internally in terms of staffs, system, 

and capability strength and weaknesses as shown by the findings in this study in 

Section 5.7.1. In this case, Nakamura (1987) and Weible, Heikkila and Sabatier 

(2012) indicated that organizational policy is worthless without good approaches to 

implement the policy in a manner that can suit the management objectives and 

safeguard the interest of the employees to realign and gather momentum for 

increasing performance. 

 

The finding of this study also shows that internal auditors are anticipated to provide 

professional advices to the management. Professional advices from auditors to the 

top management could match with the professional practice of tax administration in 
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the FIRS. It is anticipated, due to the fact that, FIRS is a professional organization 

that is responsible for collecting and administrating tax revenues to the Nigerian 

government. Therefore, in practice, FIRS is operating professionally and need 

professional advices internally that would enhance their efficiency and effectiveness. 

Internal auditors are therefore anticipated to have the knowledge of their practice 

before they can provide professional input to the tax administration that would have 

impact on the internal control, value adding and operational performance.   

 

MacRae and Gils (2014) stated that internal auditors in public sector are expected to 

be professional before they shall be relevant to their organization and capable of 

providing professional services to their organization. Therefore, internal auditors in 

the FIRS based on the findings of this study are providing professional advice that 

would improve the internal control and operational performance of the tax 

administration. The finding is also in line with Faitusa (2015) who indicate that 

professional internal auditors performance facilitate the public internal control in the 

public institutions in the European Union countries.   

 

The result of the study presented in Section 5.7.2 also indicates that the internal audit 

anticipated output is audit report based on the study model in Figure 6.1. The 

anticipated audit report in FIRS according to the findings basically is the 

comprehensive and detail of activities carried out based on what happened, where 

and what transpired during the audit functions. This is the anticipated contents of the 

audit report to FIRS management from the internal auditors at the end of audit 

function for consideration.  
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From the findings of the study, the responses of the participants show that the 

internal audit report has to be on the basis of audit activities, achievements, 

challenges, procedures, scope and objectives performed during auditing functions. 

The findings indicated that comprehensive audit report must cover the nature of 

activities done by the auditors, what they have achieve during the auditing activities, 

highlighted the challenges faced during the auditing and challenges faced in the tax 

administration. Other areas are the procedures adopted to perform the auditing 

functions, the scope of auditing and the objectives anticipated to be achieved at the 

end of auditing exercises (see Section 5.7.2).  

 

Therefore, consolidating and reflecting on these key factors would explain the ability 

and competency of internal auditors in providing anticipated audit report in FIRS. 

Based on the documentary analysis by the researcher, internal audit report in FIRS 

consolidated these factors and achieved the goals of anticipated audit report by 

combining and reflecting of the require factors in the contents in their report 

submitted to the management. The actual audit report after consolidating the 

activities, achievements, challenges, procedures, scope and objectives elements 

resulted in four headings namely achievement column, challenges column, KPI 

column and remark/recommendation column.  

 

Achievement column deals with scope and objective and achievement attained after 

the completion of the auditing activities in FIRS. Challenges column discussed the 

issues arising, problems and challenges encountered during auditing. KPI column in 

this case is about the nature of activities involving issues of from, where, when, what 

and why concerning the auditing and performance of FIRS. Finally, 
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remark/recommendation column is about other things such as procedure followed to 

accomplish the auditing function and other connected issues unaddressed in the 

previous headings. 

 

 In FIRS, internal audit report based on participants responses and documentary 

analysis shows that auditing function is efficient and achieved the anticipated result 

of the FIRS. Additionally, internal audit report is the main output that an auditor has 

to produce and presented to the top management. In this regard, the report should 

ensure that the contents reflected the activities performed and stated the present 

situation of the organization’s performance in connection to the areas evaluated by 

the auditors. Consolidating the contents of the report would aid the auditors to 

prepare and presented their report to the management comprehensively and to reflect 

the areas evaluated in the FIRS. This assisted and guided the FIRS management 

decisions making for improvement where necessary.    

 

In line with the finding of this study in Section 5.7.2 what make internal audit report 

useful and comprehensive based on the findings to the FIRS are the contents and 

issues addressed in the audit report. This can best describe the operational 

performance of the organization and would induce management to improve 

weaknesses observed. It also shows that internal auditors in FIRS have achieved the 

comprehensiveness and usefulness of efficient audit report. Gramling and 

Hermanson (2009) as well as Ridley and Chambers (1998) argued that any internal 

audit report that is not comprehensive and reflecting the current situation of the 

organizational performance would be less important to the management and would 
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add no value to the management decision making that can assist performance 

improvement. 

 

Finally, the findings of this study in Section 5.7.3 also revealed that internal audit 

recommendations are valuable audit output that is highly regarded and anticipated 

from the audit functions in FIRS. The participants of this study expressed their 

various views of what constitute the audit recommendations. For instance, 

participants emphasized that internal audit recommendation is anticipated to be in 

form of informed decision and strategy. Informed decision and strategy means that 

the internal auditor’s recommendation should be very attractive, comprehensive, 

unambiguous, informative and reflected the issue or problem that needed to be 

addressed. This implied that any recommendation that cannot assist in solving an 

issue or would not solve a problem is not rich, comprehensive and informative.  

 

In addition, any audit recommendation that would not provide the required actions to 

be taken to mitigate the problem or improve performance is not fit to be considered 

by the organization management. Internal auditors are subordinate to the top 

management; therefore they should anticipate what management needed from their 

function that would assist them (management) in making decisions. Therefore, 

informed decision and strategy recommendations are what this study found in 

practice in FIRS internal audit. In reality, internal auditors in FIRS provided 

alternative audit recommendations among which the management shall select and 

consider in improving internal control and performance of the tax administration. 

Providing alternatives actions to be taken in the internal auditors’ recommendation is 

anticipated from internal audit functions in FIRS. 
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Furthermore, internal auditors’ recommendations are anticipated to be as precise as 

possible. Precision of the recommendation refers to the quality of being exact, 

accurate, concise and very careful as found in the analysis of this study and really 

practiced in FIRS. Internal auditors’ recommendations are made by studying any 

situation evaluated carefully and thereby recommending accurately using the exact 

methods that would assist the FIRS management to address the highlighted issues 

and challenges. Ambiguous words and phrases are avoided in the content of the audit 

recommendations to the management and the recommendations are directed toward 

improving performance and guiding management’s decisions towards achieving tax 

administration overall objectives.   

 

In FIRS, the result of this study revealed that the internal audit anticipated 

recommendations in reality are based on the consolidated three characteristics which 

are: informed decision and strategy, what action to be taken and as precise as 

possible. These enabled the auditors in providing anticipated audit recommendations 

that would guide the management’s decision making and assist in improving the 

FIRS effectiveness.  

 

Internal audit recommendation is an advice informing the management what is the 

most appropriate resolution to be practiced to manage resources and improve 

organizational performance (Rainer, 2013). Gramling and Hermanson (2009) added 

that among the anticipated internal audit output that is important to the management 

is providing recommendations that can be informative and alternative to management 

at decision making level in dealing with organizational performance and enhancing 

effectiveness.  
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In summary, the anticipated internal audit output in this study based on the study 

model (see Figure 6.1) shows that strategic advice, report and audit recommendations 

are the most important components that the result of this study has confirmed. The 

two audit outputs i.e. strategic advice and audit report are linked to each other based 

on the model in Figure 6.1. These three anticipated output are all very important to 

the FIRS management and they are complementing the effort of FIRS management 

to make decision that could improve performance in a guided manner. FIRS 

management decisions on the tax administration performance can be guided by the 

internal auditors’ reports, recommendations and advices which facilitate and enhance 

the efficiency and effectiveness of the tax administration. Finally, the anticipated 

outputs of the internal audit are interconnected and useful in assisting the FIRS 

management in decision making. The next section discussed the internal audit 

outcomes in FIRS for effective performance of the tax administration.    

  

6.2.4    Internal Audit Outcomes for Effective Performance 

Research Question 4: How the internal audit outcomes explain the internal audit 

performance in FIRS? 

The analysis of the result presented in Section 5.8.1 revealed that internal audit 

output is anticipated to yield the outcomes namely short-term, medium-term, and 

long-term. These outcomes are integrated with each other for a greater effectiveness 

of internal audit performance as illustrated in Figure 6.5. 
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 Figure 6.5 
 Internal Audit Outcomes 

 

 The findings of this study presented in Chapter 5 indicated that the level of short-

term link between internal audit output and outcome is in two ways namely, better 

decision making and improving performance and control. In FIRS, the functions of 

internal auditors have impacts on management decision making by reshaping their 

thinking to arrive at better decision that can positively affect the entire tax 

administration. Similarly, internal auditors output is assisting FIRS management to 

improve performance and control within the tax administration settings in order to 

increase productivity of the internal operation as well as system control. 

 

Short-term outcome of internal audit denote the influence of output of internal audit 

output in influencing the FIRS management decisions that required quick 

consideration. For instance, interim approval of the internal audit report on the 

employees’ evaluation report that indicates there are serious and urgent needs for 

training of staffs on issues connected to low moral behaviours performance. In this 

case, the FIRS management are anticipated to quickly react to the report and make 

urgent decision before further examining the root causes of the issue and provide a 

lasting solution to the challenge.  

Short-term 

Long-term Medium-term 
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In this situation, the internal audit function required quick and better decision to 

improve the performance of the employees as well as the productivity of the tax 

administration. The participants of the study expressed in various occasion that 

management is relying on the internal audit reports for decision making in issues 

connected to internal control, system upgrade and employees performance 

improvement. 

 

Similarly, in the medium-term outcomes, the analysis of the results revealed that 

internal audit function at this level has the impact on the management by providing 

them with important audit recommendations (see Section 5.8.1.1). The internal 

auditors have the role of encouraging and empowering their (top management) 

activities through the audit recommendations that are attractive with full wisdom and 

knowledge about the ways to improve operational efficiency of staff and 

effectiveness of the tax administration. Audit medium-term outcomes have the 

influence on issues that need attention to be completed between 6 to 12 month 

periods. 

  

Implementing the internal audit recommendation would sometimes require revising 

or updating policy which often required a couple of months or up to a period of one 

year. Therefore, in this case, the internal auditors are initiating the policy 

development, formulating or reviewing the existing policy and finally recommending 

to the FIRS management for consideration. As a result of this function, internal 

auditors impacted on the FIRS management to improve the tax administration 

performance using the recommendations offered to increase FIRS productivity. 

Approval by the management and practicing the internal auditors’ recommendation 
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is an evidence of the auditors’ impact in FIRS. This shows how the internal audit is 

continuously contributing to management decision making and impacting on the 

function of the tax administration holistically (see Section 5.8.1.2).   

 

Furthermore, the result of the study analyzed in Section 5.8.1.3 indicated that internal 

audit output is connected with the outcome in achieving the long-term goals and 

objectives of FIRS. The analysis of the findings shows that internal auditors are 

assisting the FIRS management to achieve its visions from three perspectives namely 

assisting in identifying and blocking leakages of FIRS resources, achieving corporate 

goals, and maintaining tax administration professionalism. In addition, as a result of 

the internal audit functions, the management of the FIRS realised the issues and 

challenges in FIRS resources such as vehicles, office facilities and budgetary 

allocation by drawing attention to the management to manage the issues and 

challenges to improve the resources utilization and management. 

 

Additionally, the internal auditors are impacting on the long-term achievement of 

FIRS by providing professional advice on the long-term strategy for the success of 

the tax administration. Professionalism is highly required in internal audit functions 

as well as in FIRS services based on participants’ responses and in real practice in 

FIRS. Internal auditors believed that professionalism in auditors’ practice is able to 

assist top management in achieving tax administration objective and effectiveness. 

Therefore, based on the analysis of the findings in this study, internal auditing is 

impacting on FIRS by assisting the management to achieve long-term goals and 

objectives of the tax administration through professional strategies that would assist 

in enhancing FIRS efficiency and effectiveness. 
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The findings of the study presented in Section 5.8.2 also revealed that other 

stakeholders of tax administration are interested in the roles of internal audit in 

providing effective tax administration. The stakeholders in this case are the taxpayers 

who are interested in good governance, accountability and transparency of the tax 

administration in assessing, collecting and administering their taxes. The taxpayers 

are more concern on the short-term outcomes of the internal audit. This is because at 

this level, decisions made by the tax administration will immediately affect the 

taxpayers. Furthermore, effective internal audit has important role in guiding the 

management of tax administration at this level on decision making in short-term 

period. Therefore, the findings of the study indicate that the taxpayers are highly 

concerned with the efficiency and effectiveness of the FIRS performance which in 

turn would affect their tax compliance behaviour. 

 

The descriptive statistic (see Table 5.4) on taxpayers for good governance outcome 

shows that the taxpayers stated that “Good governance in tax administration facilitate 

my tax commitment and payment”; “Positive attitude of tax administrators as well as 

good governance decision making increase my confidence in paying my taxes”; 

“Efficiency and effectiveness of tax computation by tax administrators facilitate my 

prompt tax compliance” as the three most important elements.  

 

These findings show that improving FIRS governance through the internal audit 

would encourage and facilitate the taxpayers’ compliance. When the tax 

administrators exhibit good attitude and polite relationship with the taxpayers and 

consider positive decision making, the taxpayers’ confidence in the tax 

administration can be improved. In addition, if the tax administrators are efficient 
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and effective in computing the taxpayers’ liabilities, this would positively boost the 

tax compliance and confidence in the tax administration. The findings also indicated 

that efficient and effective internal audit in FIRS is positively impacting on the 

governance in tax administration. 

 

This implied that taxpayers are viewing good governance in tax administration can 

achieved by efficient and effective function of internal audit. Bouckaert and Van de 

Walle (2003) as well as Adebayo and Unam (2016) argued that good governance 

increases confidence of the organizational stakeholders at the long run and yielded 

high productivity and effectiveness. Goodson, Mory and Lapointe (2012) and 

Bovaird and Loffler (2003) added that good governance in an organization would 

improve employees’ performance and confidence of stakeholders toward achieving 

the goals and objectives of an organization.   

 

On the other hand, the descriptive analysis on transparency outcome (see Table 5.4) 

shows that the taxpayers considered “Transparent and efficient tax administration 

facilitates my ability to pay my tax normally”; “I must have to pay my taxes to the 

authorities regularly because of transparency in governing my taxes”; and “I will 

continue to pay tax provided tax administrators are transparent and efficient in 

governing my tax collected” as the most important statements. This finding of this 

study from the taxpayers’ perspective was also connected to short-term outcome in 

the model of this study. 

 

The finding of this study indicates that whenever the process of tax assessment and 

tax collection is transparent to taxpayers, this would increase the taxpayers’ moral 
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ability to pay tax in a normal circumstance. Providing information concerning the 

taxpayer in connection to their tax assessment, and other decision that would affect 

their tax collection, if were made free and accessible by the taxpayers would 

certainly facilitate taxpayers’ willingness to provide facts about their tax liabilities. 

The transparent processes would be achieved by a tax administration provided that 

its internal audit is efficient and effective in improving performance of the tax 

administration as suggested in the model of this study. The analysis of the findings 

highlighted in Section 5.8.2 also validate that transparency of tax administration is 

connected to internal audit effectiveness in short-term outcomes.   

    

In line with this finding Taliercio (2004) established that providing information on 

tax operation freely and accessible to individuals who are influenced by the 

information would increase stakeholders’ confidence and assured tax administration 

transparency. Also Ott (1998) found that transparency in tax administration would 

increase tax compliance and facilitate revenue generation. Additionally, Adebayo 

and Unam (2016) confirmed the need for transparency of internal audit as a 

characteristic of effective performance. Therefore, in FIRS, internal audit is 

impacting on the tax administration by improving operational performance thereby 

yielding transparency in the tax system. 

 

Furthermore, the analysis of the descriptive statistics (see Table 5.4) revealed that 

accountability statements which are “I have confidence in an accountable tax 

administration”; “Effective tax administration is one that is accountable in collecting 

and administering tax revenue efficiently”; and “Accountable, efficient and effective 

tax administration encourages my tax payment”, were the three most important 
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statements. These statements emphasized and capitalized on the important role of an 

accountable tax administration in motivating and encouraging taxpayers’ 

compliance. 

 

The model of this study depicted in Figure 6.1 shows that taxpayers are committed to 

accountable tax administration. Accountability provided by the effective role of the 

internal audit through audit findings will influence management decision making on 

tax administration. The finding of this study is supported by the study of Bovens 

(2014) that accountability as a virtue and accountability as a mechanism shall 

increase performance of administrators and assured stakeholders responsibility 

indulgence. Bovens further argued that accountability as an administrative 

mechanism would encourage openness in organizational administration that was 

otherwise viewed mainly as inward affairs of an organization.  

 

In addition, Bovens, Schillemans and Hart (2008) found that accountable public 

organization would be effective in accomplishing responsibilities to its employees, 

partners and being open to all of its stakeholders. Accountability of actions would 

prevent public administrators from abusing their power and would improve 

effectiveness and willingness of its stakeholders or partners in complimenting efforts 

to comply with the organization’s regulations.  

 

6.2.5    Mitigating Internal Audit Inefficiency and Ineffectiveness 

Research Question 5: How to mitigate the internal audit inefficiency and 

ineffectiveness in FIRS?  
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The analysis of the findings of this study presented in Sections 5.5 to 5.8 provided 

various views about the required internal audit resources that can improve auditing 

performance in FIRS. Moreover, the findings indicate that participants of the 

interviews have identified some of the issues and challenges of the internal audit 

function in FIRS that are affecting their performance. For instance, in Section 5.5, 

internal audit required inputs are strategy, environmental factors, competency and 

history that are the basic elements for understanding internal audit efficiency. 

 

In FIRS, among the challenges of environmental factors are old and obsolete internal 

auditing laws, policies and condition of service (see Section 5.5.2). These challenges 

would be mitigated by reviewing, updating and promulgating new laws and policies 

that shall best fit the current auditing environment and enhance efficiency of audit 

functions in FIRS. Pitt (2014) suggested that internal audit charter should be 

reviewed annually by chief audit officer to reflect the audit practice and the needs of 

the organization.  

 

Also, it was documented in the Compendium of Taxes and Related Laws of FIRS 

that law and policies are subjected to review and update every four years to 

accommodate the changing environment and global challenges of the tax 

administration. Updating and reviewing the old laws, policies, manuals, and working 

conditions would increase the effective use of the laws and facilitate the efficiency of 

the internal audit performance and tax administration productivity. In addition, the 

new laws, policies and other rules and regulations can be enacted which would assist 

in improving the efficiency of FIRS to achieve its auditing goals and objective. 
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In addition, issues and challenges in ‘competency’ and ‘history’ inputs of internal 

audit in FIRS include inadequate manpower, heavy workload, insufficient budget, 

lack of training and staff qualification (see Section 5.5.3 and Section 5.5.4). In case 

of inadequate manpower, the interviews on the internal auditors and tax 

administrators as well as documentary study on the number of auditing staffs show 

that there is inadequate number of auditing staffs. For instance, from the total 1856 

FIRS staffs at headquarter Abuja; there is only 35 (1.8%) staffs who are the internal 

auditors (see Section 5.5.4). In addition, these 35 are also responsible for 

coordinating the other 6 internal audit offices at the FIRS branches. 

  

According to Goodson et al. (2012), for internal audit department to perform 

objectively, competently and efficiently, there should be adequate auditing staffs 

with auditing competencies and stakeholders support. This would make the auditing 

function efficient and effective to achieve the organizational goals and objectives. 

Therefore, the issues of inadequate internal audit manpower shall be mitigated by 

increasing the number of auditing staffs at the headquarters. The increase in number 

of the auditing staffs would mitigate and ease the challenges of heavy workload and 

hence improve the performance of the internal audit in FIRS. 

 

Similarly, the issue of insufficient budget (see Section 5.5.4) would be mitigated by 

providing enough budgets that can be used for auditing activities. Additionally, 

enough budgets could assist in facilitating and enhancing auditing functions as well 

as auditors’ performance in FIRS. According to MacRae and Gils (2014) and Faitusa 

(2015), for efficient internal audit functions, organization must provide adequate 

budget in connection to the size and responsibilities of the internal auditing 
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department. This is because sufficient funding of the auditing department has an 

impact on the auditing activities and capacity to perform their responsibilities 

efficiently. In addition, Goodson et al. (2012) stated that insufficient budget to the 

internal auditors would create significant barriers in performing the functions and 

responsibilities of the auditing activities and performance in a public sector 

organization.  

 

Furthermore, there are other studies [see Pitt (2014)] which emphasized that internal 

audit would be well performed with sufficient budget that would cater their 

responsibilities and provide them with favourable environment for implementing 

auditing functions efficiently. Therefore, to mitigate the inadequacy of budget 

identified in Section 5.5.4, FIRS should provide sufficient funding in connection to 

the internal audit functions and responsibilities in order to improve their performance 

towards accomplishing the auditing and tax administration objectives. 

 

Additionally, challenges in lack of training and the issue of staff qualification 

analyzed in Section 5.5.4 and Section 5.5.3 should be addressed. The issues would be 

mitigated by providing periodic training to the internal auditors to acquire new ideas, 

knowledge and skills that can improve their ability and professionalism. A competent 

internal audit leader is responsible for seeking the approval from the organization’s 

management to train and retrain its subordinates on the evolving and global 

challenges of the internal auditing function on periodic bases (Goodson et al., 2012). 

This would increase the efficiency of the auditing staff and reinforce their 

capabilities and performance to achieve the goal of the auditing functions.   
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Therefore, FIRS should organize and sponsor the training and retraining of the 

auditing staffs in Nigeria and overseas to update their knowledge, skill, and 

experience on the evolving issues in the internal auditing areas that can increase their 

performance. The training avenues would be in the form of seminars, workshops, 

roundtables, conferences and attending professional courses linked to the auditing 

skills, knowledge and experience. The auditors would use the acquired skills and 

knowledge to improve their efficiency and to provide effective auditing functions 

that could enhance performance of the tax administration. 

  

In the processes level of the model in this study depicted in Figure 6.1, the finding of 

the study reveals that internal auditors encountered the issues or challenges that have 

adverse effect on their performance. For instance, in Section 5.6.1 the major 

challenge facing the auditing function at the planning stage was the untimely 

approval from the management of the auditors yearly work plan. Goodson et al. 

(2012) argued that in public sector organizations, internal auditors are required to be 

independent from management to avoid obstacles or any political and social 

interference that can lead to delay in their auditing functions and that could result in 

undesirable consequences on their overall performance in an organization. The 

independence is in terms of planning and practice of auditing functions. Therefore, 

the management of public organization shall avoid delaying and interfering in the 

activities of internal auditors which at the end could affect the auditors’ performance.  

  

In FIRS, internal audit work plan is the embodiments of the auditing activities that 

are organized into weekly, monthly and quarterly basis to be performed in a year. 

The auditors are required to seek approval from the FIRS management before 
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implementation and untimely approval is impacting on the auditing efficiency (see 

Section 5.6.1.). Therefore, to mitigate the challenges of untimely approval of 

auditing work plan, FIRS management should consider timely approval of the 

internal audit work plan at the beginning of the year to allow the audit department to 

perform their functions in line with the timeline of weekly, monthly and quarterly 

plan. This would reinforce the internal auditors’ ability to consolidate their skills and 

gathered momentum for the successful planning and implementation of their auditing 

responsibilities and duties substantially.  

 

In addition, timely approval would give the auditors ample time to deliver quality 

services and achieve the auditing goals as well as tax administration objectives. 

Similarly, FIRS should consider allowing the internal audit department to operate 

independently in planning and implementing their plans. Thus, entrusting the 

auditing work to be planned and implemented by auditors in line with the FIRS 

objectives will reduce the time lag. This situation would make the internal auditors 

accountable for any delay in planning and implementing their plans based on the 

auditing scope and objectives. Also, this can encourage auditors to work hard and 

improve their ability to plan and achieve their target efficiently.   

 

In case of performing the processes in the Integrated Internal Audit Model for Tax 

Administration in Figure 6.1, the challenges of internal auditors at this stage are the 

lack of cooperation from the auditees and support from the top the management (see 

Section 5.6.2). The findings of the study show that sometimes auditees view the 

functions of internal auditors as the way of querying their activities. Therefore, the 

auditees are reluctant to corporate adequately for the successful evaluation function 
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of the internal auditors. On the other hand, at the management level, fear of demotion 

and sanction from the auditors’ work and self-centred views and biased interest 

resulted in some management staffs perceived the services of the internal audit as 

contrary to their wishes therefore, they are not interested in anything that has to do 

with internal auditing. 

  

These views of auditees as well as top management in FIRS would be mitigated by 

enlightening the auditees and the management about the important roles of auditing 

in assisting towards achievement of the FIRS objectives and removing the barriers to 

the tax administration performance. In addition, creating awareness and objective 

performance of the internal auditors by working within their mandate and 

responsibility would ease the situation and foster good relationship among the 

auditees and auditors. Thomas (2018), Baharud-din et al. (2014) as well as Mihret 

and Yismaw (2007) stated that management support for internal audit functions is a 

major determinant of audit effectiveness. Therefore, FIRS management should 

provide adequate support needed by the internal auditors and the management should 

avoid the undesirable attitudes such as self-centred views and biased interests that 

intimidate the internal auditors to deviate from the auditing principles and standards. 

This will encourage the internal auditors to perform auditing functions objectively 

and the findings would be useful in assisting to improve FIRS performance.    

 

Goodson et al. (2012) stated that effective internal audit in public organization 

required formal mandate to establish audit duties, objective staffs that are 

transparent, and unrestricted access to property, employees and records within the 

organization. He further added that effective internal audit function is aimed to 
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strengthen good governance through increasing the employees’ ability to be held 

accountable for the organization’s productivity. Therefore, FIRS should empower the 

auditors by adequately supporting them and removing challenges and barriers from 

the auditees and the management so that they can act with integrity and objectivity to 

provide reliable services that are free from any hostile perceptions 

 

Communication process is another element in the Integrated Internal Audit Model for 

Tax Administration in Figure 6.1 of this study. The challenge of the communication 

process according to the result of this study was basically lack of management 

feedback regarding the auditing findings (see Section 5.6.3).  Smith (2005) suggested 

that efficient internal auditor must be effective in communicating and writing skills. 

Management responses or feedback is very important to the auditors. This would 

send a signal that their duties and responsibilities are acknowledged by the tax 

administration and they are appreciated for their services.  

 

The internal auditors’ communication issues would be mitigated by using effective 

communication and writing skills to the management. The findings of this study (see 

Section 5.6.3) show that internal auditors in the FIRS are using the available and 

official channels of communication to the management. Therefore, FIRS 

management should respond to the internal audit findings and submissions and show 

the degree of concern on the issues raised or addressed them by giving feedback to 

the auditors to improve where necessary. Moreover, communication channels that 

can improve the process of sending and receiving messages shall be adopted to ease 

the communication gap. The channels such as video conferencing, Skype and other 

social communication platforms may be considered and useful in giving feedbacks. 
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Another challenge for the internal audit at the outputs level are the willingness of the 

management to make use of the strategic advice, audit report and recommendations 

offered by the internal auditors (see Section 5.6.4). The Integrated Internal Audit 

Model for Tax Administration this study (Figure 6.1) shows that internal audit 

anticipated outputs are the strategic advice, audit report and audit recommendations 

in tax administration. The findings of this study show that internal auditors are 

preparing and submitting their findings to the management but the challenges 

remained with the management to act and take measures on the highlighted issues 

discovered by the auditing functions.  

 

Similarly, internal auditors often initiated and suggested a policy to be reviewed but 

lack of management commitment and support discouraged their effort. The audit 

challenges from the output perspective would be mitigated by the management 

support in adopting and implementing the feasible suggestions of the internal audits 

reports and recommendations that can add credibility to the FIRS performance. 

Likewise, internal audit literature confirmed that management support in adopting 

the audit findings is one of the factors for internal audit effectiveness in an 

organization (Thomas, 2018; Baharu-din et al., 2014). 

 

Mihret et al. (2007) and Brierley et al. (2001) identified management reluctant to 

practice audit findings as a major setback for effective internal audit performance in 

public sector organization in many developing countries. Furthermore, Mihret et al. 

(2007) argued that management support for internal audit result should be done by 

acting on the result. It is the most influential factor that explained the internal audit 

effectiveness in a public organization.  
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In addition, Enofe et al. (2013), Adebayo and Unam (2016) and Fernandez and 

Rainey (2006) concludes that management support and their commitment to act on 

the auditing result play important roles in improving performance of an organization. 

Therefore, FIRS management should indicate and reaffirmed its readiness to support 

the internal audit result (output) and show their commitment to practice and 

implement the feasible and positive findings of the auditing functions. In case where 

the audit findings are not feasible and obtainable or there are some issues of 

faultiness or ambiguity, they (FIRS management) should call the attention of internal 

auditors to review the situation and improve their findings where necessary.   

 

In summary, based on the Integrated Internal Audit Model of this study and the 

findings analyzed in Chapter 5, there are some issues and challenges arising from the 

inputs, processes and outputs levels that required adjustment and improvement from 

the tax administration perspectives. The issues and challenges are highlighted and 

discussed in this Section together with the mitigating solutions for the FIRS. These 

issues and challenges if properly considered and addressed by the FIRS would 

increase the efficiency and effectiveness of the internal audit performance in tax 

administration. Therefore, FIRS management should take the actions that would 

improve the efficient functions of the internal auditors by providing them with 

favourable atmosphere and enabling environment to perform their auditing activities, 

duties and responsibilities in an efficient manner that could assist in enhancing FIRS 

effective performance in revenue generation. Also, this would enable the FIRS 

management to achieve their objectives and accomplish tax administration visionary 

goals.   
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6.3      Chapter Summary 

The chapter discussed the findings of the study presented in Chapter 5 based on the 

Integrated Internal Audit Model of this study. The discussion in this chapter are 

based on the interview, documentary and questionnaire data collected and analyzed 

in order to prove the important of the components in the Integrated Internal Audit 

Model for Tax Administration. The findings generated from the interviews carried 

out with the internal auditors and tax administrators identified the required inputs, 

processes and outputs by internal auditors that are interconnected in performing 

auditing functions efficiently. The results analyzed and discussed show how these 

inputs, processes and outputs components are connected and how they can be used to 

transform into audit outcomes. The audit outputs could explain the audit outcomes 

for effective auditing performance in FIRS tax administration. The chapter also 

answered the research questions of this study stated in Chapter One based on the 

Integrated Internal Audit Model of this study. Additionally, the findings from the 

taxpayers based on short-term outcomes of the study model shows that taxpayers 

anticipated effective internal audit in tax administration would ensure good 

governance, accountability and transparency in FIRS. This would facilitate 

taxpayers’ willingness to comply with efficient and effective tax administration 

which is capable of assessing, collecting and administering the collected tax 

revenues. The chapter finally provided some mitigating solutions about the 

inefficiency of the auditing functions in FIRS in order to answer the final research 

question. The next chapter which is the final chapter of this thesis presented the 

conclusion and recommendations of the study.   
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CHAPTER SEVEN 

CONCLUSION 

7.1      Introduction 

Chapter six discussed the findings of the interviews, documentary and questionnaire 

data collected and analyzed in order to validate the Integrated Internal Audit Model 

for Tax Administration presented in Figure 6.1. This chapter discussed the 

theoretical, methodological and practical contributions of this study. In addition, the 

chapter further discussed the limitations, practical and policy implications of the 

study and recommendations for future studies. Finally, the chapter ended with 

conclusion.  

 

7.2      The Research Contributions 

This study contributed from the theory, methodology and practical perspectives to 

the body of knowledge. These contributions were further discussed in the following 

sections. 

 

7.2.1    Theoretical Contribution 

The issues connected to the factors that can improve organizational performance 

have been long overwhelming among the researchers for decades. In the past 

decades, researchers such as Perry and Petrakis (1998) and Derven (1990) explored 

the applicability of organizational performance indicators theory in private 

institutions. They suggested that there is a need to carry the similar study in public 

institutions due to the fact that the private institutions do not reflect the public 

institutions because of their differences in the nature, purpose, scope and objectives 

(Solomon, 1990; Hedge & Kavanagh, 1998; Bretz, Milkovich & Read, 1992). 
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However, Schacter (1999) and Halbesleben and Buckley (2009) suggested that both 

private and public institutions should develop a framework or model that would 

guide their employees to improve performance in line with their objectives toward 

accomplishing the institutions vision. On this note, Khan (2016) stated that every 

public organization is required to develop performance measures for their employees 

based on the organizations’ scope and objectives and in line with their mission and 

vision towards accomplishing the organization’s objectives.  

 

In line with the above studies, the present study therefore, contributed to the 

organizational performance theory by using the theory to understand the required 

internal auditing components that would enhance performance of the internal 

auditors and also to form part of the existing literature on internal audit performance. 

This was supported by the findings of this study that attributed to the performance of 

the internal auditors with required factors which are inputs, processes and outputs for 

the efficient functions of internal auditing in FIRS.  

 

The Integrated Internal Audit Model for Tax Administration in this study presented 

in Chapter 6 indicated that if the required internal audit resources at the inputs level 

were provided under the enabling environment of processes, the outputs would be 

efficient. That is, when the internal audit requirement for efficiency are delivered by 

the organization at the auditing inputs and processes levels, the anticipated outputs 

would be good and the auditing functions would assist significantly towards 

achieving the organization’s overall goals and objectives. For that reason, the present 

study hoped that the FIRS and other developing countries would emulate the model 

to enhance the performance of their internal audit for a better tax administration.  
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Furthermore, the study on the short-term outcomes in the model in this study 

indicated that the attributes of governance theory (good governance, transparency, 

accountability) are very essential in evaluating the effectiveness of internal audit 

from the taxpayers’ anticipated outcomes. Tax administration as a public 

organization makes and implements decisions that can affect all the stakeholders of 

the tax authority. It is, thus, essential to observe that the good governance mechanism 

that would aid the decision making and that can eliminate misappropriation and any 

other corrupt practices (Adebayo & Unam, 2016). Therefore, effective internal audit 

performance would yield good governance, transparency, and accountability 

attributes to a tax administration, and lead to good decision making that can affect 

both the tax employees’ performance as well as taxpayers compliance. 

 

Moreover, the model in this study perceives that good governance, transparent, and 

accountable tax administration would facilitate taxpayers’ compliance as they belief 

that efficient tax administration can make better decision about assessment, 

collection and administration their collected taxes. Additionally, this would increase 

taxpayers’ confidence in the tax administration and credibility of the tax system. In 

turn, government would receive more tax revenues for its treasuries to provide public 

expenditures. The good governance, transparency and accountability of tax 

administration would be achieved as a result of effective internal audit functions in 

providing valuable inputs to the top management of the tax administration.  

 

In view of the contribution to the literature, previous studies (see Section 2.2 and 2.5) 

mainly focused on the effectiveness factors of the internal audit in an organization 

without taking into consideration the required resources that could fulfill the 
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auditors’ needs to enhance their efficiency and effectiveness. In addition, the 

previous studies concentrated on other public sector organizations and neglected the 

tax administration where the formal setting is quite different from the other public 

sector organizations. This was due to the sensitivity and important role of tax 

administration to the government in generating revenue which will be used to run 

government activities and support public expenditure. 

 

Therefore, developing the Integrated Internal Audit Model for Tax Administration by 

the present study would assure the required needs for internal audit performance are 

achieved. By doing so, this study contributed to the literature of internal audit 

performance from this perspective. This was achieved by understanding the required 

inputs, processes, and outputs that can yield effective outcomes in the tax 

administration based on the final model of this study as depicted in Figure 6.1.  

 

Furthermore, concentrating on the required resources of internal auditing that can 

improve performance provided a new perspective on the factors that can improve 

auditing performance in public sector organizations particularly tax administration. 

Therefore, the findings of this study would be beneficial not only to Nigerian tax 

administration, but to other developing nations that have the same or similar features 

as Nigeria. Also, the finding would be useful to other public institutions to 

understand and assess the strengths and weaknesses of their internal audit function 

and take necessary measures to improve them. 
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7.2.2.   Methodological Contribution 

The methodological contribution of this study is the use of a case study. Case study 

is an empirical enquiry of a particular existing phenomenon, within its actual life 

context, using multiple methods of data collection especially when the context and 

phenomenon are not obviously evident (Yin, 2009). Bell (2014) argued that case 

study research approach can offer a flexible and thorough research method by 

employing a number of different systematic and multiple sources of data and 

research approaches for understanding a phenomenon in its real nature. Therefore, 

this study used case study methodology and collected data from multiple sources 

namely in-depth interviews on 18 FIRS officials, documentary studies, and 

questionnaire survey on 423 taxpayers. 

 

However, previous studies in Nigeria on internal audit effectiveness among which 

include Enofe et al. (2013); Badara and Saidin (2014); Badara (2015); Olukayode 

(2016) as well as Udeh and Nwadialor (2016) employed quantitative method in their 

studies. The current study employed a case study methodology, collected data from 

internal auditors’, tax administrators, documentary evidence as well as taxpayers 

which was not done before in the Nigerian perspective. This gives the present study a 

unique methodology and strategy for analyzing an internal audit performance in 

public organization in the country. 

 

7.2.3    Policy and Practical Contributions  

In line with the findings of this study, the Integrated Internal Audit Model for Tax 

Administration can be used to addressed performance inefficiency and 

ineffectiveness in the FIRS internal audit in Nigeria. Therefore, policy makers would 
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find the study beneficial on how to enhance internal audit performance in tax 

administration in particular, the FIRS.  

 

The Integrated Internal Audit Model for Tax Administration developed in this study 

would assist the FIRS management to strategize and reinforce its internal audit 

capability for efficient and effective auditing function that can deliver the tax 

administration overall objectives. Hence, it would facilitate the performance of the 

tax administration to increase its ability in generating more revenues to the Nigerian 

government. 

 

In addition, the study would encourage the internal audit institutions and legislative 

arm of Nigerian government, to review and update interconnected auditing laws, 

charters and manuals to guide the auditing profession to confront their evolving 

challenges. This would, in turn, improve the performance of auditing profession in 

public as well as private sectors organizations in Nigeria. The mechanism for 

improving the performance would be acceptable and useful both to the employees 

and their organizations as well.  

 

Furthermore, the study would be beneficial to the FIRS management in giving 

internal audit some degree of autonomy to perform freely without fear of 

victimization or favour. This can be achieved by recruiting qualified personnel and 

allocating the audit department with adequate resources that would make it 

comfortable to perform effectively. Goodson et al. (2012) as well as Faitusa (2015) 

advocated that internal audit must be sufficiently independence from it auditees and 
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organizational management in order to conduct the accurate auditing work without 

social and political interference.    

 

Moreover, the study would be useful to the Nigerian government and the FIRS 

management in understanding the important role of good governance, transparency, 

and accountable tax administration in facilitating taxpayers’ commitment to pay their 

taxes. The study indicated that taxpayers’ compliance has connection with efficient 

and effective performance of the tax administration, therefore sending signal to the 

authorities to consider the substantial role of effective internal audit in tax 

administration. Policy makers should ensure the good governance mechanisms are 

being practiced in the FIRS as well as transparency and accountability of activities 

for effective performance in the tax administration. 

 

7.3      Limitation of the Study 

It is obvious that no research is been carried out without limitations and shortcoming. 

These limitations and shortcomings are factors that are beyond the researchers’ 

control during the period of the study. There are two basic limitations faced by this 

study as follows.  

 

First, the method of qualitative data collection used in this study does not include 

focus group to compliment the face-to-face interview or as a major approach for data 

collection. Instead, the study employed individual in-depth face-to-face interview for 

collecting data. Morgan (1996) argued that the use of focus group in collecting data 

can sometime give the researcher the facts that could be difficult to reach using 

individual face-to-face interview especially when the participants are professionals. 
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Therefore, this study is limited by only using face-to-face interview to collect the 

qualitative information.   

 

Second, the survey questionnaire administered to taxpayers is only limited to 

individuals and businesses operating in Abuja, Nigeria. This is because the study was 

focusing mainly on the FIRS headquarters as a critical and typical case representing 

other auditing branches in FIRS. It was argued that the location of the taxpayers has 

certain influence on his/her compliance behaviour and lasting impact on tax 

collection (Burton, Karlinsky & Blanthorne, 2005). This is the reason for only 

selecting the taxpayers located in Abuja as the case study is on FIRS in Abuja.  

 

7.4      Recommendation for Further Research 

Atkinson (2017) and Morgan (1996) stated that focus group is a qualitative method 

of collecting large and diverse information by interviewing the participants’ 

collectively through discussion and sharing views on a common issue among them 

instead of using a one-on-one interview approach. This method is effective in saving 

time when the researcher is faced with time constraint or the researcher is aiming to 

brainstorm the participants (Atkinson, 2017). Future researchers should consider 

using the focus group interview to collect information on the adoption of the 

Integrated Internal Audit Model for improving the performance of the internal audit 

in tax administration. This would provide new perceptions and strategies for the 

adoption of the present study model and for improving auditing performance. 

 

Future researchers should consider employing taxpayers outside Abuja for survey 

responses and have equal opportunity for other taxpayers located outside the critical 
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and typical case area. This is in accordance with the Burton et al. (2005) finding that 

location has influential roles on the taxpayers’ compliance and revenue collection to 

the tax administration. Future research should include individuals, businesses and 

other tax stakeholders such as tax practitioners and tax experts (agents) who would 

represent the Nigerian taxpayers and stakeholders perceptions.   

 

Finally, this study recommends that future researchers should embark on using 

qualitative method for collecting data and information from the taxpayers instead of 

using a survey questionnaire to minimize the non-respond bias and misinterpretation 

of the questions. The qualitative method such as face-to-face interview would 

encourage the taxpayers to provide views that are factual and accurate free from bias 

and in case a question is not clear, he (taxpayer) would be guided by the researcher to 

understand the question and answer it accordingly. 

 

7.5      Conclusion 

The problem of internal audit efficiency and effectiveness is a long standing and 

sensitive challenges that public and private sector organizations are affected with but 

continue to hamper their productivity without being curb holistically. Several efforts 

were made globally by the individuals and corporate researchers to provide a 

solution. However, none of the studies has sufficiently offer solution to the problem 

of internal audit performance especially in public sector organizations in developing 

countries and tax administrations in particular.  

 

Among the reasons highlighted are majority of the studies centred on identifying the 

relationship between the antecedent factors of internal audit and auditing 
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effectiveness; and less focus on exploring and understanding the required resources 

and factors that can improve the auditing performance efficiency at various levels in 

auditors’ functions within and around organization.  This leads the present study to 

consider understanding the inefficiency and ineffectiveness of internal audit from the 

perspectives of the required resources and processes that can improve the auditing 

performance in tax administration.  

 

Understanding the required resources and factors that lead to inefficiency and 

ineffectiveness would ease the process of tackling the issues and challenges of 

internal audit performance in public organizations. In addition, addressing the 

inefficiency and ineffectiveness factors would assist in mitigating the effects for 

improving the performance of internal auditors which, in turn, will facilitate the tax 

administration activities towards achieving its corporate goals and objectives. 

 

Additionally, this study developed a model known as Integrated Internal Audit 

Model for Tax Administration and observed that for the internal audit to perform 

effectively in tax administration, it requires sufficient autonomy that can allow the 

auditors to perform without fear or bias from their auditees as well as the 

management. Similarly, the auditors and the audit department need to be provided 

with adequate resources at the inputs and processes levels to encourage the enabling 

environment that can strengthen the auditing function and lead to efficiency and 

effectiveness. The resources required are human resources and materials as well as 

facilities such as adequate offices and office accessories. 
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In summary, the Integrated Internal Audit Model developed in this study is not only 

useful for internal audit in tax administration, but, also beneficial to other public 

organizations that have similar characteristics with tax administration such as 

Nigerian Custom Services (NCS) and Nigerian Port Authority (NPA). The model 

could help to improve the internal audit performance and as a result, could facilitate 

tax administration effectiveness in collecting adequate tax revenue to the 

government. Finally, it is hoped that the FIRS would adopt the Integrated Internal 

Audit Model developed by this study to help the government in increasing the 

performance of its activities and credibility in collecting and administering tax 

revenues within their jurisdiction in Nigeria. 
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APPENDIX: A 

 
Analysis of the Tax Administration Performance: Comparison between Budgeted and Actual Tax Revenue Collected as at 2010-2017 

  OIL TAXES NON-OIL TAXES     

Year 
Targeted 

Taxes  
(₦ Billion) 

Actual Tax 
Collected 
(₦ Billion)  

% 
Achieved 

% 
 Increase/ 
Decrease 

Targeted 
Taxes  

(₦ Billion) 

Actual Tax 
Collected  
(₦ Billion) 

% 
Achieved 

%  
Increase/ 
Decrease 

%  
Grand 
Total 

Collected 

% 
Increase/Decrease 

2010 1253.1500  1480.3639  118.13  18.13  1304.1500  1359.0205  104.21  4.21  111.03  11.03  
2011 1927.5253  3070.5913  159.30  59.30  1711.5493  1557.8844  91.02  (8.98) 127.19  27.19  
2012 1793.7154  3201.3195  178.47  78.47  1770.0680  1806.3333  102.05  2.05  137.74  37.74  
2013 2280.1884  2666.3669  116.94  16.94  2188.7988  2139.2751  97.74  (2.26) 107.53  7.53  
2014 1927.5396  2453.9474  127.31  27.31  2158.5196  2260.6129  104.74  4.73  115.38  15.38  
2015 1484.8776  1289.9607  86.87  (13.13) 3087.3324  245.7963  79.41  (20.59) 81.84  (18.16) 
2016 484.7390  1157.8081  238.85  138.85  3715.4412  2149.6533  57.86  (42.94) 78.75  (21.25) 
2017 910.3131  1520.4819  167.03  67.03  3979.3572  2507.4357  63.01  (36.99) 82.38  (17.68) 

Key: Oil Taxes = Petroleum Profit Tax;  
Non-Oil Taxes = PIT, CIT, GIT, CGT, Stamp Duty, VAT, ET, PL, NITDF 

Source: Planning, Research and Statistics Department, the FIRS Headquarter Abuja, Nigeria. 
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Appendix: B 

Sample of Internal Audit and Tax Administration Interview Protocol 

Internal Audit Performance in Tax Administration: A Study on FIRS, Nigeria. 

Dear participant, 
 
I am a Ph.D. candidate at Universiti Utara Malaysia, Malaysia. I am conducting a research 
work about internal audit performance in tax administration. The study objective is to 
propose a model that can increase the impact of internal audit function in improving tax 
administration effectiveness and revenue generation. 
  
Your participation in this interview is voluntary and it would take about eighty minutes out of 
your time. Information you provide during the interview session will be utilized for this 
research only and would be noted and electronically recorded. Your valuable responses and 
information will be useful as part of the researcher’s Ph.D. fulfilment. Finally, the findings 
will be published in academic journals in order to accomplish the graduation requirement of 
Ph.D. in Accounting at Universiti Utara Malaysia. 
 
Any further enquiries or complains should be directed to my supervisor Associate Professor 
Dr. Muzainah Mansor (muzainah@uum.edu.my, +60133469628), Tunku Puteri Intan Safinaz 
School of Accountancy (TISSA-UUM), or the Dean of Othman Yeop Abdullah, Graduate 
School of Business (deanoyagsb@uum.edu.my).They are ready to assist in your enquiries 
and responses.  
 
Your kind participation and responses are much highly appreciated. This would contribute 
strongly toward the achievement of this research objective. 

Thank you. 
 
Researcher/Student:           Supervisor: 
Zakariya’u Gurama                                 Associate Professor Dr. Muzainah Mansor  
+2349095602327; +601116930108         +60133469628   
zakariyaugurama@gmail.com           muzainah@uum.edu.my 
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SECTION 1: INTERVIEWEE DEMOGRAPHIC INFORMATION 
 

Please state by ticking (√) the suitable option that fit your demographic information. 

1. Please, identify the following in respect of your gender and age group 

Gender: Male [ ]; Female [ ].  

Age: Between 20-30 [ ]; 31-40 [ ]; 41-50 [ ]; 51 and above [ ]  

2. Please, state your highest educational qualification  

Diploma/NCE [ ]; BSc./HND Degree  [ ]; M.Sc./MBA Degree  [ ]; Ph.D. [ ] 

3. Please, which group/department is you belong to? 

Domestic Taxes [ ]; Compliance Support [ ]; Enforcement Support [ ]; Corporate 
Development [ ]; Modernization Support [ ]; Senior Special Assistant [ ]  

4. Please, state your cadre/position held at FIRS 

1. Managerial [ ]  
2. Executive [ ]  
3. Administrative [ ] 
 
5. Please, state your employment status in FIRS 

Permanent staff [ ]; Temporary staff [ ]; Part-time staff [ ]; Contract staff [ ]   
 
6. Please, how long have you been working with FIRS 

Less than 1 year [ ]; 1 – 2 [ ]; 3 – 5 [ ]; 6 -10 [ ]; More than 10 years [ ] 
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SECTION 2: INTERVIEW QUESTIONS FOR INTERNAL AUDITORS 

THEME: INTERNAL AUDIT INPUT  

1. In your own perspective, what are the required in relation to internal audit strategies 

needed for efficient auditing functions in FIRS To what extent do you believe that effective 

internal auditor’s strategies are required for auditing efficiency? How efficient internal 

auditor’s present strategies are in assessing FIRS operations, internal control, risk 

identification and adding value to tax administration effectiveness? In your opinion, what 

strategies are required to improve internal auditor’s efficiency?  

 

2.  Please tell me about the required internal audit input environment needed in FIRS than can 

improve internal auditors efficiency? How efficient is internal auditing required inputs are in 

FIRS? Why the inefficiency of internal auditors in FIRS? And how does the inefficiency of 

internal auditor’s functions is affecting FIRS performance and effectiveness? What are the 

steps needed to improve internal auditing required input from environmental factors 

perspectives?   

 

3.  In your own view, what are the required internal auditing competencies needed by internal 

auditors that can improve their efficiency? Should internal auditors in FIRS have possess 

those competencies to enable them perform efficiently? Does internal auditors in FIRS meets 

competency requirement and perform efficiently? Why the inefficiency from competency 

perspective and how does this affect IA performance efficiency? What is required to enhance 

internal auditing efficiency in terms of competency in FIRS? Is there any other competency 

capability FIRS is expecting from its internal auditors functions? 

 

4. Please share with me the history of internal auditing efficiency anticipated about internal 
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auditors efficiency in FIRS? Considering the history, does the history of pass performance 

efficiency have effect on the present efficiency? Does the inefficiency in the history is going 

to affect the future functions of internal auditors in enhancing FIRS internal control and 

effectiveness? What is the overall history of internal audit efficiency in FIRS? How does 

history of internal audit efficiency matters to FIRS effectiveness? 

(Source: Adapted from Rainer, 2013). 

 

THEME: INTERNAL AUDIT PROCESS 

1. In your own view, what are internal audit processes undertaken during planning process in 

FIRS? What do think would be the suitable planning processes to be considered by internal 

audit in FIRS that will increase auditing efficiency? Do internal auditors actually undertaken 

required planning processes required? What are you really practicing and why? What are the 

actual processes you undertaken in planning process? Does efficient planning process of 

internal auditors would improve auditing performance in FIRS and as how? Overall, what are 

the challenges and issues internal auditors encounter during planning process and how to 

enhance the auditors planning efficiency in FIRS? 

 

2. In your own perceptions, how efficient is internal auditor’s performance during 

engagement in FIRS? What are the actual tasks performed by internal auditors and how 

efficient they are during audit engagement in FIRS? Are auditors actually practicing 

performing function in FIRS efficiently? What are actually practicing and why? Overall, 

what are the issues and challenges of internal auditing during performing engagement in 

FIRS? What steps and solutions are required to improve internal auditor’s performance 

efficiency during engagement functions in FIRS? 

3. How internal auditor’s undertaken communication processes while auditing in FIRS? How 
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does the efficient communication process impact on the internal auditors functions in FIRS? 

Are you actually practicing communication required during functional engagement in FIRS? 

What are you actually practicing and why? What are the challenges of communication 

hindering internal auditor’s in undertaken efficient processes during auditing engagements? 

In your own opinion what are suitable forms of communicating required during auditing 

process? What would you suggest on how to improve communication process during auditing 

function? Overall, what are the communication process of internal auditors do you think will 

enhance the auditor’s performance and auditing efficiency? 

 

4. In your opinion, what are the processes undertaken by internal auditors in monitoring 

engagement? What are the actual monitoring functions required to be performed by auditors? 

Are you really practicing the function and why not? What are the issues and challenges of 

internal auditing efficiency in monitoring functions in FIRS? Overall, what do you think 

internal auditors need while monitoring auditing process or function during engagement that 

can increase their performance efficiency tax administration? 

(Source: Adapted from Abu-Azza, 2012 and Rainer, 2013). 

 

THEME: INTERNAL AUDIT OUTPUT 

1. What are the internal audit strategies advice output anticipated by FIRS? How efficient 

performance of internal auditor’s strategic advice is in FIRS? How the efficiency or 

inefficiency of strategic advice does affect the auditor’s performance in FIRS? What is the 

actual strategic advice offered by internal auditors to the FIRS? What are the problems/issues 

associated to internal auditor’s strategic advices offered to FIRS? How to improve internal 

auditor’s strategic advice performance efficiency and effectiveness in FIRS? Do you believe 

that efficient and effective strategic advice by internal auditors would improve tax 
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administration effectiveness in achieving its goals and objectives?  

 

2. In your opinion, what are the internal auditors’ anticipated required outputs in terms of 

audit report FIRS? Are they meeting the outputs requirement and how efficient are they? 

What are the challenges and issues causing the inefficiency of audit anticipated outputs in 

FIRS? Is the IA report fully reflecting the output requirement? What is the actual practice of 

reporting requirement been practice in FIRS? Does efficient internal auditors report help in 

accomplishing and improving FIRS effectiveness? How does efficient internal auditing 

reporting function will positively affect FIRS effectiveness? How do you think about the 

degree of the inefficiency if any and what would you suggest as the possible solutions to the 

inefficiency?  

 

3. In your own perception, what is the internal auditor’s anticipate required outputs in terms 

of recommendations in FIRS? Do you think that efficient and effective internal auditor’s 

recommendations would enhance internal auditing performance efficiency towards 

effectiveness? What is the actual practice of IA recommendations required from auditors in 

FIRS? Are auditors performing based on the required recommendations? What are the 

challenges internal auditors recommendations are facing in FIRS? Overall, what are the 

strategies do you thinks are needed to enhance internal auditor’s recommendations in FIRS?  

(Source: Adapted from Abu-Azza, 2012). 

 

THEME: INTERNAL AUDIT OUTCOME 

1. In your opinion, how does internal auditors output is associated with their outcome 

effectiveness? How effective is internal auditors performance output is in FIRS in terms of 

influencing administration decision? How does the internal auditor’s function is effective in 
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FIRS towards achieving its objectives of tax administration? Overall, how do you see the 

association between internal audit outputs and outcome functions in FIRS in terms of 

efficiency and effectiveness? Is FIRS internal audit output effective and assisting in 

enhancing tax administration effectiveness? What makes it effective? 

 

2. How do the IA recommendations and reporting functions as outputs associated with their 

effectiveness? How effective internal auditors in FIRS are in terms of number of 

recommendation implemented in FIRS? Do you perceive that internal auditor’s effectiveness 

is associated with their output performance? What makes the outcome effective in enhancing 

FIRS internal control and operational processes efficiency? Why the internal audit functions 

in FIRS is effective and assists FIRS in achieving its tax administration objectives? Why not 

if in effective? Overall how internal auditors function is effective in FIRS from the 

perspective of output outcome association? 

 

3. In your own view, how effective internal auditor’s output in FIRS is associated with 

outcome in accomplishing visionary objectives of tax administration? Why the effectiveness? 

If ineffective, what are the problems/issues causing ineffectiveness? What do you think 

would be the possible solutions of overcoming ineffectiveness of internal auditors output in 

FIRS? What is required outcome effectiveness is expected from output of the auditing 

function? What is the actual effectiveness realized from internal auditor’s by FIRS? Overall 

how do you perceive internal auditors effectiveness performance in improving tax 

administration, internal control and adding value to FIRS function? 

(Source: Adapted from Abu-Azza, 2012). 

 

Thank you for your cooperation.  
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Appendix: C 

 
Sample of Taxpayers Survey Questionnaire 
 

 

TAXPAYERS SURVEY QUESTIONNAIRE 
INTERNAL AUDIT PERFORMAN IN TAX ADMINISTRATION IN NIGERIA 

 
Dear Sir/Madam, 
 
I am a postgraduate candidate at School of Accountancy University Utara Malaysia. I am 
currently conducting a research on internal audit performance in tax administration in 
Nigerian. The research is a major requirement for the award of Ph.D. degree in accounting. 
Kindly assists me in completing this questionnaire as accurate as possible. I assure you that, 
your responses shall be regarded with extreme confidentiality as the purpose of this research 
is purely based on academics.  

Any further enquiries or complains should be directed to Tunku Puteri Intan Safinaz School 
of Accountancy (TISSA-UUM), or the Dean of Othman Yeop Abdullah, Graduate School of 
Business (deanoyagsb@uum.edu.my).They are ready to assist in your enquiries and 
responses.  
 

Your cooperation is highly appreciated. Thank you for sparing your valuable time to 
complete the questionnaire.  
 
Thank you. 
 
Yours sincerely, 
 
Researcher/Student:          Supervisor: 
Zakariya’u Gurama                                Associate Professor Dr. Muzainah Mansor  
+2349095602327; +601116930108        +60133469628   
zakariyaugurama@gmail.com          muzainah@uum.edu.my 

  



Universlti Utara Malaysia 

 
 

339 

The Questionnaire 

Section A: Taxpayer Demographic Information 

Please Tick (√) the appropriate box that fit your information.  
 
A. Education Level: 
Please state your highest educational level 
[ ] Basic education 
[ ] Secondary education 
[ ] Diploma/NCE 
[ ] BSc/HND 
[ ] MSc and above 
 
B. Age: 
Please state your age range 
[ ] less than or equal to 20 years 
[ ] between 21-30 years 
[ ] between 31-40 years 
[ ] between 41-50years 
[ ] 51years and above 
 
C. Marital Status: 
Please state your marital status 
[ ] Single 
[ ] Married 
[ ] Divorced/Widowed 
 
E. Gender: 
Please state your gender 
[ ] Male 
[ ] Female 
 
E. Source of Income: 
Please state your source of income 
[ ] Salary earner 
[ ] Business source 
[ ] others 
 
F. Experience in paying tax: 
Please state your experience in paying taxes 
[ ] Less than or equal to 5 years 
[ ] between 6-10 years 
[ ] between 11- 15 years 
[ ] 16 years and above 
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Section B: 

Category I; Good Governance: The following statements describe the extent to which good 
governance facilitates taxpayer’s commitment to tax authorities. Please tick (√) in the 
appropriate box that suitably matches with your agreement or opinion in each statement as 
follows: 1=strongly disagree, 2=disagree, 3=neutral, 4=agree, 5=strongly agree.  

 Statements 1 2 3 4 5 
1. Good governance in tax administration facilitates my tax 

commitment and payment 
     

2. Efficiency and effectiveness of tax computation by tax 
administrators facilitate my prompt tax compliance 

     

3. Positive attitude of tax administrators as well as good 
governance in decision making increase my confidence in 
paying taxes 

     

4. Proper information by tax administration about tax 
knowledge and commitment to good governance facilitate 
my tax commitment positively 

     

5. Good governance and effective utilization of our 
collected taxes has prevail in administering my tax  

     

6. Tax administration is efficient and effective in terms of 
good governance and decision making about my tax 
payment all the time 

     

7. The current tax environment in terms of good governance 
and effective tax administration influence me positively 
in my tax payment culture 

     

8. Openness and trust in tax administration and  
consideration of taxpayers in assessing and collecting 
taxes encourage my tax payment  

     

    Source: Adapted from Wallin, 1994 

 

Category II; Transparency: The following statements describe the extent to which tax 
administration is transparent and effective in collecting and managing tax payment. Please 
tick (√) in the appropriate box that suitably match with your agreement or opinion in each 
question as follows: 1=strongly disagree, 2=disagree, 3=neutral, 4=agree, 5=strongly 
agree.  

 Statements 1 2 3 4 5 
1. Tax administrators are transparent in collecting and 

managing our taxes; hence I expect provision of social 
amenities from their good governance 

     

2. Transparency in assessing and collecting my taxes 
facilitate my tax payment morals 

     

3. Tax administrators transparency has  increase my tax 
payments 

     

4. I must have to pay my taxes to the tax authorities 
regularly because of transparency in governing my taxes 
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5. Transparency, trust and equity in tax administration  
increases my willingness to pay tax 

     

6. Transparent and efficient tax administration facilitates my 
ability to pay my tax normally 

     

7. I will continue to pay tax provided the tax administrators 
are transparent and efficient in governing my tax 
collected 

     

8. I anticipate provision of infrastructure from my tax 
collected by transparent and effective tax administration 

     

9. Overall, our tax administration is transparent, efficient 
and effective in collecting and governing tax collected 

     

Source: Questions 1, 3, 9 adapted from Lawrence and Nezhad, 2009. 2, 4, 7, 8 adapted      
from Cheung, Jiang and Tan, 2010; and 5 & 6 adapted from Haan and Oosterloo, 2006 

 

Category III; Accountability: The following statements describe the extent to which tax 
administration is accountable and effective in generating tax revenue. Please tick (√) in the 
appropriate box that suitably match with your agreement or opinion in each question as 
follows 1=strongly disagree, 2=disagree, 3=neutral, 4=agree, 5=strongly agree.  

 Statements 1 2 3 4 5 
1. Effective tax administration is one that is accountable in 

collecting and managing the tax revenue efficiently 
     

2. Accountable, efficient and effective tax administration  
encourage my tax payment 

     

3. Tax administration that is accountable and efficient, good 
governance and effectiveness will be achieved 

     

4. Accountable and rational tax administration will facilitate 
effective tax management and encourage tax payment 

     

5. Accountable tax administrators will encourage my tax 
payment and hence facilitate effective tax administration 

     

6. Accountability and efficiency are complimenting factors 
for effective tax administration and tax payment 

     

7. I have confidence in an accountable tax administration       
8. Overall, accountability by virtue and as a tool will 

increase my tax commitment and hence improve tax 
administration effectiveness 

     

9. Our tax administration is accountable, efficient, effective 
and committed to good governance 

     

10. Accountability and efficiency has prevailed in collecting 
my taxes and hence will improve tax administration 
effectiveness 

     

    Source: Adapted from Shah, 2006 

Thank you for your cooperation.  
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APPENDIX D 

Research Models Generated from Nvivo 10 

 
  Figure 5.1 
  Main themes and Sub-themes of Integrated Internal Audit Model for Tax Administration 
  Source: Nvivo Analysis 

 

 
     Figure 5.2 
     Input themes, Sub-themes as an Internal Audit Input Components 
     Source: Nvivo Analysis 
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     Figure 5.3 
     Strategy theme Sub-theme fo Internal Audit Input 
     Source: Nvivo Analysis   
  

 
     Figure 5.4 
     Resources Allocation and Utilization theme for Internal Audit Strategy Input 
     Source: Nvivo Analysis 
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     Figure 5.5 
    Approach theme for Internal Audit Strategy Input 
    Source: Nvivo Analysis  

 

 
     Figure 5.6 
     Environment theme and Sub-themes for Internal Audit Environmental Input 
     Source: Nvivo Analysis 
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    Figure 5.7 
    Legislature theme for Internal Audit Environmental Input 
    Source: Nvivo Analysis 
 
   

 
     Figure 5.8 
     Organizational Policies theme for Internal Audit Environmental Input 
     Source: Nvivo Analysis 
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      Figure 5.9 
      Working Condition theme for Internal Audit Environmental Input 
      Source: Nvivo Analysis  

 

    

   Figure 5.10 
   Competency theme and Sub-themes for Internal Audit Input 
   Source: Nvivo Analysis 
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    Figure 5.11 
    Qualification theme for Internal Audit Competency Input 
    Source: Nvivo Analysis  

 

 

 
   Figure 5.12 
   Knowledge theme for Internal Audit Competency Input 
   Source: Nvivo Analysis 
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   Figure 5.13 
   Skills theme for Internal Audit Competency Input 
   Source: Nvivo Analysis  

 

 

 
   Figure 5.14 
   History theme and Sub-themes for Internal Audit Input 
   Source: Nvivo Analysis 
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   Figure 5.15 
   Human Resource theme for Internal Audit History Input 
   Source: Nvivo Analysis 

  

 

 
   Figure 5.16 
   Material Resource theme for Internal Audit History Input 
   Source: Nvivo Analysis  
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   Figure 5.17 
   Process theme and sub-themes for Internal Audit Process  
   Source: Nvivo Analysis 

 

 
    Figure 5.18 
    Planning theme and sub-themes for Internal Audit Process 
    Source: Nvivo Analysis 
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      Figure 5.19 
      Auditing Key Priorities theme for Internal Audit Planning Process 
      Source: Nvivo Analysis 
 
 
 

    
       Figure 5.20 
       Auditing Procedures theme for Internal Audit Planning Process 
       Source: Nvivo Analysis 
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       Figure 5.21 
       Performing theme and sub-themes for Internal Audit Process 
       Source: Nvivo Analysis 

 

 

    
      Figure 5.22 
      Commitment theme for Internal Audit Performing Process 
      Source: Nvivo Analysis 
 
 



Universlti Utara Malaysia 

 
 

353 

    
     Figure 5.23 
     Impartiality theme for Internal Audit Performing Process 
     Source: Nvivo Analysis 
 
 
 

 
     Figure 5.24  
     Transparency theme for Internal Audit Performing Process 
     Source: Nvivo Analysis 
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       Figure 25 
       Communication theme and sub-themes for Internal Audit Process 
       Source: Nvivo Analysis 
 
 

    
      Figure 5.26 
      Horizontal theme for Internal Audit Communication Process 
      Source: Nvivo Analysis 
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     Figure 5.27 
     Vertical theme for Internal Audit Communication Process 
     Source: Nvivo Analysis 
 
 

    
       Figure 5.28 
       Monitoring theme for Internal Audit Process 
       Source: Nvivo Analysis 
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      Figure 5.29 
      Qualities theme for Internal Audit Monitoring Process 
      Source: Nvivo Analysis 
 

 

       
          Figure 5.30 
          Skills theme for Internal Audit Monitoring Process 
          Source: Nvivo Analysis 
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              Figure 5.31 
              Techniques theme for Internal Audit Monitoring Process 
              Source: Nvivo Analysis 
 
 

           
         Figure 5.32 
         Output theme and sub-theme for Internal Audit Output 
         Source: Nvivo Analysis 
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      Figure 5.33 
      Strategic Advice theme for Internal Audit Output 
      Source: Nvivo Analysis 
 
          

 
     Figure 5.34 
     Report theme for Internal Audit Output 
     Source: Nvivo Analysis 
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        Figure 5.35 
        Recommendations theme for Internal Audit Output 
        Source: Nvivo Analysis 
 
     

       
      Figure 5.36 
      Outcomes theme and sub-themes for Internal Audit Outcome 
      Source: Nvivo Analysis 
  



Universlti Utara Malaysia 

 
 

360 

        
       Figure 5.37 
       Short-term theme for Internal Audit Outcome 
       Source: Nvivo Analysis 
        
        

        
          Figure 5.38 
          Medium-term theme for Internal Audit Outcome 
          Source: Nvivo Analysis 
  



Universlti Utara Malaysia 

 
 

361 

        

 
    Figure 5.35 
    Long-term theme for Internal Audit Outcome 
    Source: Nvivo Analysis 
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APPENDIX: E 
Organizational Structure of the FIRS 
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APPENDIX: F  
Ranking of the Taxpayers Survey Responses 
1. Good Governance Statements 

Statement on Taxpayers' Outcome Items 
No. Responses Mean 

(SD) Rank 

 
 1 2 3 4 5   

 
 SD D N A SA   

Good governance in tax 
administration facilitates my tax 
commitment and payment 

GG1 
1 3 5 179 154 4.44  

1 
0.29% 0.88% 1.46% 52.34% 45.03% (0.60) 

         

Efficiency and effectiveness of tax 
computation by tax administrators 
facilitate my prompt tax compliance 

GG2 
3 5 7 180 147 4.32  

3 
0.88% 1.46% 2.05% 52.63% 42.98% (0.63) 

         

Positive attitude of tax administrators 
as well as good governance in 
decision making increase my 
confidence in paying taxes 

GG3 
2 4 9 150 177 4.38  

2 
0.58% 1.17% 2.63% 43.86% 51.75% (0.54) 

         
Proper information by tax 
administration about tax knowledge 
and commitment to good governance 
facilitate my tax commitment 
positively 

GG4 

0 13 10 180 139 4.28  

4 
0.00% 3.80% 2.92% 52.63% 40.64% (0.59) 

         
Good governance and effective 
utilization of our collected taxes has 
prevailed in administering my taxes 

GG5 
5 3 7 147 180 4.19  6 

1.46% 0.88% 2.05% 42.98% 52.63% (0.55)  
         
Tax administration is efficient and 
effective in terms of good governance 
and decision making about my tax 
payment all the time 

GG6 
3 5 7 180 147 4.14  

7 
0.88% 1.46% 2.05% 52.63% 42.98% (0.50) 

         
The current tax environment in terms 
of good governance and effective tax 
administration influence me 
positively in my tax payment culture 

GG7 
0 5 10 180 147 4.05  

8 
0.00% 1.46% 2.92% 52.63% 42.98% (0.43) 

         
Openness and trust in tax 
administration and consideration of 
taxpayers in assessing and collecting 
taxes encourage my tax payment 

GG8 
0 0 15 200 127 4.23  5 

0.00% 0.00% 4.39% 58.48% 37.13% (0.57) 
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2. Transparency Statements 
 
Transparency Responses According to Ranking         

Statement on Taxpayers' Outcome Items 
No. Responses Mean 

(SD) Rank 

  1 2 3 4 5   
  SD D N A SA   
Tax administrators are transparent in collecting 
and managing our taxes; hence I expect social 
amenities from their good governance 

TR1 
9 5 24 159 145 4.07  7 

2.63% 1.46% 7.02% 46.49% 42.40% (0.68) 
 

         
Transparency in assessing and collecting my 
taxes facilitate my tax payment morals TR2 

3 13 9 160 157 4.15  5 
0.88% 3.80% 2.63% 46.78% 45.91% (0.74)  

         
Tax administrator transparency has increase 
my tax payment TR3 

0 4 13 168 157 4.03  8 
0.00% 1.17% 3.80% 49.12% 45.91% (0.65)  

         
I must have to pay my taxes to the tax 
authorities regularly because of transparency in 
governing my taxes 

TR4 
2 3 7 170 160 4.23  2 

0.58% 0.88% 2.05% 49.71% 46.78% (0.70) 
 

         
Transparency, trust and equity in tax 
administration increases my willingness to pay 
tax  

TR5 
2 9 5 156 170 4.18  4 

0.58% 2.63% 1.46% 45.61% 49.71% (0.77) 
 

         
Transparent and efficient tax administration 
facilitates my ability to pay my tax normally TR6 

0 1 3 162 176 4.39  1 
0.00% 0.29% 0.88% 47.37% 51.46% (0.58)  

         
I will continue to pay tax provided the tax 
administrators are transparent and efficient in 
governing my tax collected 

TR7 
1 20 11 150 160 4.20  3 

0.29% 5.85% 3.22% 43.86% 46.78% (0.79) 
 

         
I anticipate provision of infrastructure from my 
tax collected by transparent and effective tax 
administration  

TR8 
3 5 9 168 157 4.10  6 

0.88% 1.46% 2.63% 49.12% 45.91% (0.70) 
 

         
Overal, our tax administration is transparent, 
efficient and effective in collecting and 
governing tax collected 

TR9 
8 0 26 168 140 3.95  9 

2.34% 0.00% 7.60% 49.12% 40.94% (0.58) 
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3. Accountability Statements 

Statement on Taxpayers' 
Outcome 

Items 
No. Responses Mean 

(SD) Rank 

 
 1 2 3 4 5   

 
 SD D N A SA   

Effective tax administration is 
one that is accountable in 
collecting and managing the tax 
revenue efficiently 

ACC1 
7 3 23 191 118 4.36  

2 
2.05% 0.88% 6.73% 55.85% 34.50% (0.72) 

         
I have confidence in an 
accountable tax administration  ACC2 

7 15 19 188 113 4.19  
3 

2.05% 4.39% 5.56% 54.97% 33.04% (0.54) 

         
Tax administration that is 
accountable and efficient, good 
governance and effectiveness will 
be achieved 

ACC3 
31 34 21 137 119 4.16  

4 
9.06% 9.94% 6.14% 40.06% 34.80% (0.50) 

         
Accountable and rational tax 
administration will facilitate 
effective tax management and 
encourage tax payment 

ACC4 
2 9 93 149 95 4.01  

8 
0.58% 2.63% 27.19% 43.57% 27.78% (0.44) 

         
Accountable tax administrators 
would encourage my tax payment 
and hence facilitate effective tax 
administration 

ACC5 
19 11 130 53 129 4.06  

6 
5.56% 3.22% 38.01% 15.50% 37.72% (0.45) 

         
Accountability and efficiency are 
complementing factors for 
effective tax administration and 
tax payment 

ACC6 
2 22 23 154 141 4.10  

5 
0.58% 6.43% 6.73% 45.03% 41.23% (0.47) 

         
I have confidence in an 
accountable tax administration  ACC7 

5 9 15 186 127 4.49  
1 

1.46% 2.63% 4.39% 54.39% 37.13% (0.63) 

         
Overall, accountability by virtue 
and as a tool will increase my tax 
commitment and hence improve 
tax administration effectiveness 

ACC8 
0 3 41 155 153 4.01  

7 
0.00% 0.88% 11.99% 45.32% 44.74% (0.44) 

         
Our tax administration is 
accountable, efficient, effective 
and committed to good 
governance 

ACC9 
34 90 13 95 119 3.95  

9 
9.94% 26.32% 3.80% 27.78% 34.80% (0.40) 

         
Accountability and efficiency has 
prevailed in collecting my taxes 
and hence will improve tax 
administration effectiveness 

ACC10 
27 22 123 100 79 3.89  

10 
7.89% 6.43% 35.96% 29.24% 23.10% (0.38) 

 



Universlti Utara Malaysia 

 
 

370 

APPENDIX: G 

Sample of Data Collection Covering Letter from UUM and GSU 
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APPENDIX: H 
 

Geographical Map of the 36 Nigerian States and the FCT 

 
 

36 Nigerian States of the Federation  

1. Abia 
2. Adamawa 
3. Akwa Ibom 
4. Anambra 
5. Bauchi 
6. Bayelsa 
7. Benue 
8. Borno 
9. Cross River 
10. Delta 
11. Ebonyi 
12. Enugu 

13. Edo  
14. Ekiti  
15. Gombe  
16. Imo  
17. Jigawa  
18. Kaduna  
19. Kano  
20. Katsina  
21. Kebbi  
22. Kogi  
23. Kwara  
24. Lagos  

25. Nasarawa  
26. Niger  
27. Ogun  
28. Ondo  
29. Osun  
30. Oyo  
31. Plateau  
32. Rivers  
33. Sokoto  
34. Taraba  
35. Yobe  
36. Zamfara  

 

 Abuja, the Federal Capital Territory (FCT) 
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