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Abstract: The study investigates the key factors affecting the internal audit effectiveness in Vietnam.
The factors that are studied in this research include Independence of internal audit, Competence of
internal auditors, Management support for internal audit and Quality of internal audit work. The
authors have utilized quantitative and qualitative analyses in combination with a logistics regres-
sion model and other available analytical tools for conducting the research in SPSS software. All
statistics processed in the paper were based on primary data which was collected through semi-
structured in-depth interviews and online surveys of 144 internal auditors of non-financial compa-
nies listed on Vietnamese stock market in 2021. The results reveal that factors including independent
of internal audit and management support for internal audit has a positive impact on the effective-
ness of internal audit, while competence of internal auditors and quality of internal audit work do
not affect the effectiveness of internal audit.
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cal Evidence from Vietnam. Interna- 1. Introduction

tional Journal of Financial Studies 10: x. The changes in the economy and political environment, information technology have
https://doi.org/10.3390/000x significant affected corporate governance. Enterprises is facing many business risks lead-
Academic Editor(s): ing to many different types of financial fraud in recent years. Detecting and preventing

business risks and large-scale financial frauds have several limitation of challenging issue
for board of directors, senior management and internal audit activities. In order to
strengthen the functions and responsibilities of internal audit, the effectiveness of internal
audit functions should be researched and supplemented in the legal system and profes-
sional standards. Specially, after collapsing the number of fraudulent financial reporting
in the century 20th, the governance agencies and professional associations have reformed
the legal system to enhance internal audit function in corporate governance, risk manage-
ment process and control process. According to IPPF (2017), internal auditing is an inde-
pendent, objective assurance and consulting activity designed to add value and improve
= an organization's operations. It helps an organization accomplish its objectives by bring-
ing a systematic, disciplined approach to evaluate and improve the effectiveness of risk
management, control, and governance processes. Due to the important role of internal
audit in the organization, the effectiveness of internal audit has become a subject of re-
search in the world for a long time and in different countries (Mihret & Yismaw 2007;
Ahmad et al. 2009; Arena & Azzone 2009; Baharud-din et al. 2014; Alzeban & Gwilliam
2014; Sakour & Laila 2015; Dellai & Omri, 2016). However, studies in the world focusing
on factors affecting the effectiveness of internal audit functions, mainly conducted in the
public and banking sectors, the researches of effectiveness of internal audit of listed com-
panies is limited.
In Vietnam, the effectiveness of internal audit has several limitation because many
listed companies has lack of understanding of function and responsibilities of internal
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auditor and how to support the internal auditors’ effective operations. For Vietnamese stud-
ies, in regard to internal audit of non-financial listed companies, there are a little of re-
searches related this topic. Therefore, the overall research objectives of the paper is to re-
search the factors affecting the effectiveness of internal audit of non-financial companies
listed on Vietnam's stock market.

2. Literature review and Hypotheses

Researches on factors affecting the effectiveness of internal audit in two aspects in-
cluding the effectiveness of internal audit function and factors affecting the effectiveness
of internal audit. Some studies have presented several factors affecting internal audit ef-
fectiveness as following.

Firstly, the effectiveness of internal audit is based on the internal audit concept of IIA
(Mihret et al. 2010; Gros et al. 2017). The important objective of internal audit is to provide
an independent and objective audit and advisory function, designed to create added value
and complete organizational activities. Internal audit helps the organization achieve its
goals by adopting a systematic and systematic approach to assess and improve the effec-
tiveness of risk management processes, control processes, corporate governance (Hass et
al. 2006; Yee et al. 2008; Walter & Gruandaru 2012; Dellai & Omri 2016, IPPF 2017). Espe-
cially, Yee et al. (2008) conducted the research through interviewing 83 Singaporean sen-
ior, middle and junior managers to assess their perceptions about both the role and effec-
tiveness of internal audit. These results suggest that both Singaporean senior and junior
managers appreciate internal auditors that serve in the business partner role. In addition,
this paper further expands and develops the literature on the role and effectiveness of
internal auditing from the perspective of internal audit customers. Dellai & Omri (2016)
examined factors affecting internal audit effectiveness in the Tunisian context and col-
lected responses from chief audit executives of 148 Tunisian organizations. This research
gave the several measurement for internal audit effectiveness including compliance with
ITA Standards, internal audit planning, issuing internal audit reports, implementation of
internal audit recommendations and evaluation and improvement of control, risk man-
agement and governance processes.

Secondly, the factors have affected the effectiveness of internal audit including the
independence of internal auditor and the department of internal audit, competence of in-
ternal auditors, support from managers for the internal audit department, quality of audit
work. Mutchler (2003), Al-Akra et al. (2016) have pointed out that the independence of
internal audit department and internal auditors is an important factor affecting the effec-
tiveness of internal audit. Dellai & Omri (2016) showed that that effectiveness of internal
audit is positively influenced by the independence of internal audit. The competence of
auditors in the audit department is the most important factor affecting the effectiveness
of all internal audit activities (Al-Twaijry et al. 2003; Alzeban & Gwilliam 2014). The sup-
port from the manager to the internal audit department is a key factor in accepting and
improving the role of the internal audit department in the business (Ahmad et al. 2009;
Alzeban & Gwilliam 2014; Dellai & Omri 2016). In particular, Alzeban & Gwilliam (2014)
assessed factors affecting internal audit effectiveness in Saudi Arabia with interviewing
203 managers and 239 internal auditors from 79 Saudi Arabian public sector organiza-
tions. This results showed links between management support and internal audit effec-
tiveness are likely generalizable beyond the Saudi public sector context. In addition, Dellai
& Omri (2016) have found out the positive relationship between managemetn support
with internal audit effectiveness. Mihret & Yismaw (2007); Alzeban and Gwilliam (2014)
have pointed out the impact of quality of audit work on the effectiveness of internal audit.

From the overview of previous studies, we can see that there are 4 main factors af-
fecting the effectiveness of internal audit, specifically as follows:

2.1. Independence of internal audit and effectiveness of internal audit function

46
47
48
49
50

51

52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83
84
85
86
87
88
89
90
91
92
93
94
95

96




Int. |. Financial Stud. 2022, 10, x FOR PEER REVIEW 3 of 12

Independence is the freedom from conditions that threaten the ability of the internal 97
audit activity to carry out internal audit responsibilities in an unbiased manner. To 98
achieve the degree of independence necessary to effectively carry out the responsibilities 99
of the internal audit activity, the chief audit executive has direct and unrestricted access 100
to senior management and the board. Especially, the chief audit executive must report to 101
a level within the organization that allows the internal audit activity to fulfill its responsi- 102
bilities. The chief audit executive must confirm to the board, at least annually, the organ- 103
izational independence of the internal audit activity. Independence is a factor that per- 104
forms its functions without facing conditions that can lead to an impartiality of internal 105
audits exercising their responsibilities (IPPF 2017). Independence is one of the mandatory 106
requirements in the system of professional ethical standards for auditors. However, due 107
to the characteristic of the organizational structure of internal auditors in the enterprise, 108
the internal audit department and internal auditors are an integral part of the organiza- 109
tional structure. In order to ensure the independence for the implementation and give 110
opinions of the internal audit, the independence between the internal audit department 111
and the staff of the internal audit department with other departments within the entity = 112
such as senior management, head of other department. These relationships lead to be 113
studied to assess the influence on effectiveness of internal audit. Mutchler (2003), Ba- 114
harud-din et al. (2014), Al-Akra et al. (2016) have pointed out that the independence of 115
internal audit department and internal auditors is an important factor affecting the effec- 116
tiveness of internal audit. In order to measure the independence of internal audit. IPPF 117
(2017) has introduced requirements for the reporting function of internal audit including 118
administrative reports to senior management and the functional reporting of professional 119
responsibilities to the Board of Director/Audit Committee or the Board Controller. Inter- 120
nal auditors have the right to unrestricted to documents, personnel and other departments 121
in collecting audit evidence, avoiding conflicts of interest between internal auditors with 122
other department, senior management (Goodwin & Yeo 2001; Christopher et al. 2009). In 123
addition, Alizadeh (2011) has shown that the independence of internal audit is one of five 124
factors that play an important role in affecting the effectiveness of internal audit. Soh & 125
Bennie (2011), Alzeban & Gwilliam (2014) think that the position of the internal audit de- 126
partment in the organization such as the internal audit department of the Board or Direc- 127
tor (Audit Committee) or the senior management has a positive relationship with the ef- 128
fectiveness of internal audit. Abdolmohammadi (2009) and Arena & Azzone (2009) have 129
presented in order to increase the effectiveness of internal auditing that the Chief Audit 130
Executives must be a member of the Internal Audit Institute of the United States. When 131
becoming members of the Internal Audit Institute to help internal audit, the auditors 132
strictly comply with the requirements of professional ethical principles, especially the in- 133
dependence of internal auditor. Based on the previous studies and researches, the authors 134

establish the first research hypothesis: 135

Hypothesis H1: Independence of internal audit has a positive effect on the effective- 136
ness of internal audit. 137
2.2. Competence of internal auditors and and effectiveness of internal audit function 138

IPPF (2017) also emphasizes the importance of the professional competence of inter- 139
nal auditors. Internal auditors must possess the knowledge, skills, and other competencies 140
needed to perform their individual responsibilities. The internal audit activity collectively = 141
must possess or obtain the knowledge, skills, and other competencies needed to perform 142
its responsibilities. It encompasses consideration of current activities, trends, and emerg- 143
ing issues, to enable relevant advice and recommendations. Internal auditors are encour- 144
aged to demonstrate their competence by obtaining appropriate professional certifications = 145
and qualifications. 146

The competence of internal auditors is the most important factor affecting the effec- 147
tiveness of all internal audit activities (Al-Twaijry et al. 2003; Alzeban & Gwilliam 2014). 148
Previous studies pointed out that competence of internal auditors is a critical determinant 149



Reviewer
Podświetlony
If there exist the research of the connection between independence and the effectiveness of internal audit and they suggest/proof this positive relation, what is the novelin your research? what is different/new in this hypothesis according to previouse research?


Int. ]. Financial Stud. 2022, 10, x FOR PEER REVIEW 4 of 12

of internal auditor effectiveness. Al-Matarneh (2011), Mihret & Woldeyohannis (2008), Ali 150
& Owais (2013) suggested that the measurement of the competence of internal audit is 151
based on necessary education, professional qualifications, experience and the number of 152
training hours of an internal auditor and updating continuing professional trainning. 153
Moreover, Fanning & Piercey (2014) pointed out soft skills such as communication, per- 154
suasion and interaction skills with organizational divisions are important measures af- 155
fecting the effectiveness of internal audit. Al-Twaijry et al. (2003) have confirmed that 156
adequate level of competencies of internal auditor in training, experience, knowledge and 157
professional qualifications have a positive influence on the effectiveness of internal audi- 158
tor. Other studies found that the lack of competence of internal auditor is an obstacle to 159
effectiveness of IA in a number of African countries (Mihret & Yismaw 2007; Onumah & 160
Yao Krah 2012; Walter & Guandaru 2012). Based on previous international and Vietnam- 161

ese studies, the following hypothesis are designed: 162

Hypothesis H2: Competence of internal auditors has a positive effect on the effec- 163
tiveness of internal audit. 164
2.3. Management support for internal audit and and effectiveness of internal audit function 165

The support and commitment of management also are important factors to make ef- 166
fectiveness of internal audit. The success of internal function will depend on the strength 167
of management’s support for the internal audits” work and auditing process. They have 168
to accept the fact that the IA process is just as critical and important activity as any other 169
process within the organization. Some researchers found that without management ap- 170
proval, support, and encouragement, the IA audit process are likely to face failure and 171
worse — time and money wasted. The support from the manager to the internal audit de- 172
partment is a key element in accepting and appreciating the role of the internal audit de- 173
partment in the business. In IPPF (2017), the internal audit department needs to have the 174
support of senior management and the Board of Directors to perform the duties and re- 175
sponsibilities in oversighting the control and risk management, corporate governance in 176
enterprise. Mihret et al., 2010 conducted the research in public organization in the US. The 177
results of the research showed that management support is the most important impacton 178
the effectiveness of internal audit. Gramling et al. (2004), Salameh et al. (2011), Ahlawat & 179
Lowe (2004), Aikins (2011), Octavia (2013) show that the positive attitude of managers to 180
internal audit plays an important role in the audit planning process and the effectiveness 181
of internal audit. Ahmad et al. (2009) on their study on internal audit in the public sector 182
and local government of Malaysia found that management support is a factor that influ- 183
ences the implementation of the audit recommendations and the internal audit depart- 184
ment is supported the number of auditors and the appropriate budget for implementation 185
of audit process and development of internal audit function. Dellai & Omri (2016) found 186
out the positively influenced by the management support for internal audit. The Board of 187
Directors will support the approval of internal audit regulations and plans, appointment, 188
resigning and salary decisions for Internal Auditors. For managers, support for internal 189
audit in administrative approval of personnel and allocated budget for internal auditors 190
to implement the audit plan, actively support for the audit department internally in train- 191
ing and professional development. In addition, senior management should be aware of 192
the importance of the internal audit's role in the organization and support the internal 193
audit's compliance with the laws, responsibilities, and authority of Internal auditors. 194

Internal audit department must ensure that internal audit resources are appropriate, 195
sufficient, and effectively deployed to achieve the approved plan. Therefore, Onumah & 19
Yao Krah (2012) found that ineffectiveness of internal audit was mainly hindered by the 197
absence of management support and insufficient resources for the internal audit depart- 198
ment. In addition, Alzeban & GWilliam (2014) found that management support was 199
strongly related to the three auditing effectiveness dimensions. Therefore, the hypothesis 200
is established as follows: 201
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Hypothesis H3: Management support for internal audit has a positive effect on the effec- 202
tiveness of internal audit. 203

2.4. Quality of internal audit work and and effectiveness of internal audit function 204

Cohen & Sayag (2010), Dejnaronk et al. (2016) showed that performing the audit work 205
in accordance with the internal audit standards affecting effectiveness of internal audit. 206
Mihret & Yismaw (2007) performed research examined the relationship between the in- 207
ternal audit quality with effectiveness of internal audit. This studies pointed out the qual- 208
ity of internal audit have an influence on the internal audit effectiveness. Aaron & Gabriel 209
(2010) pointed out the quality of audit work was measured by annual audit plan, the areas 210
audited, the regular follow — up by internal audit,... The following hypotheses is devel- 211

oped: 212

Hypothesis H4: Quality of internal audit work has a positive effect on the effective- 213
ness of internal audit. 214
3. Research Methodology 215

Based on literature review on effectiveness of internal audit, the authors identify fac- 216
tors significantly influencing effectiveness of internal audit and and measure them accord- 217
ing to appropriate methods, from which choosing suitable independent variables and re- 218
gression models. Then, the authors collected relevant studies to build up an appropriate 219
model. After that, primary data was collected through semi-structured in-depth inter- 220
views and online surveys of internal auditors of non-financial companies listed on Viet- 221
namese stock market. Then, collected data is cleansed by removing duplicate and inho- 222
mogeneous elements and raw statistics are processed using SPSS Statistics 20 software to 223
exploit regression analysis and descriptive statistics. 224

Inthis research, the sample is chosen according to the convenient sampling method 225
by selecting non-probability samples. Internal auditors selected to survey are individuals 226
who are working for non-financial companies listed on Vietnamese stock market. The for- 227
mula for determining the minimum sample size for research to achieve reliability. The 228
size of the sample applied in the study is based on the requirements of Exploratory Factor = 229
Analysis (EFA) and multivariate regression. For exploratory factor analysis EFA: the min- 230
imum sample size should be more than 100 samples. For multivariate regression analysis: 231
the minimum sample size needed is calculated by the formula is 50 + 8 * 4 = 82 (4 inde- 232
pendent variables). Therefore, 144 respondents satisfy both above formulas. 233

The author used regression with the dependent variable Internal audit effectiveness 234
to assess the effect of variables on internal auditors' effectiveness. The factors described in 235
the exploratory analysis (EFA) above are the independent variables affecting. The follow- 236
ing is an example of a regression model: 237

HL= B0+ BIDL + B2NL + B3HT + B4CL + &; )

Where is HL: Internal audit effectiveness, DL: Independence of internal audit, NL: 238
Competence of internal auditor, HT: Management support for internal audit, CL: Quality 239
of internal audit work. 240

Researchers designed a questionnaire with 38 observations including 1 dependent 241
variable and 4 independent variables, using the 5-level Likert scale (Score 1: Absolutely 242

disagree, Score 5: Absolutely agree). 243
Dependent variable is Internal audit effectiveness. In this study, the authors decided 244
to measure Internal audit effectiveness with 12 observations. 245

Independent variables are variables that affect the dependent variable. In this re- 246
search, there are four (4) variables considered four factors that are Independence of inter- 247
nal audit (DL) with 9 observations, Competence of internal auditor (NL) with 9 observa- 248
tions, Management support for internal audit (HT) with 4 observations and Quality of 249
internal audit work (CL) with 4 observations. The scales of variable are inherited from 250
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previous studies by Goodwin & Yeo (2001), Mutchler (2003), Christopher et al. (2009), Aa- 251
ron & Gabriel (2010), Walter & Guandaru (2012), Baharud-din et al. (2014), Alzeban & 252

Gwilliam (2014), Dellai & Omri (2016), Al-Akra et al. (2016). 253
4. Analysis of Results 254
4.1. Descriptive Statistical Analysis 255
The table below present the general information related to the demographic infor- 256
mation of internal auditors. 257
Table 1. Demographic information of respondents. 258
Demographic information of respondents. Observation Percentage (%)

Male 54 37.5

Gender Female 90 62.5

Total 144 100

<5 years 22 15.2

> 15 years 4 2.9

Working experience from 11 years - 15 years 54 37.5

from 5 years - 10 years 64 444

Total 144 100

Internal auditor 98 68

Deputy head of department of internal audit 28 19.4

Working position Head of department of internal audit 18 12.5

Internal audit assistance 4 0.1

Total 144 100

Bachelor 72 50.0

. Master 66 45.8

Education degree PhD 6 )

Total 144 100

Yes (CPA, ACCA, CIA, CMA, FRM,..) 52 36.1

Professional Certificate No 92 63.9

Total 144 100

] Yes 106 73.6

Internal audit No 38 264

department

Total 144 100

Control Board 12 8.3

Internal audit department (in-house) 104 72.2

Internal audit function Combination.between intefrnal audit d.epartm.ent ” 153

and outsourcing a part of internal audit function

Outsourcing 100% internal audit function 6 42

Total 144 100
Source: Results from the authors’ study. 259
260
4.2. Reliability Analysis - Cronbach’s Alpha 261

The Cronbach's Alpha coefficient for all items is higher than 0.6. The Corrected Item- 262
Total Correlation of each observed independent and dependent variable is greater than 263
0.4 except for HL6, HL7, HL8, HL9, HL10, HL11, HL12, DL8, DL9, NL7, NL8, NL9, HT4. 264

As a result, the study's scale only remained 25 observations for subsequent EFA review. 265
Table 2. Cronbach’s Alpha. 266
. Number of , Cronbach's Alpha if Item
Variables Symbol observed variables Cronbach’s Alpha Deleted
Dependent variables
Internal audit 0.870 (HL6, HL7, HL8, HL9,
effectiveness HL 12 0.647 HL10, HL11, HL12)

Independent variables
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Independence of

. : DL 9 0.793 0.932 (DL8, DL9)
internal audit
Competence of
. . NL 9 0.704 0.894 (NL7, NL8, NL9)
internal auditor
Management support HT 4 0.788 0.845 (HT4)
for internal audit
Quahtyiof internal CL 4 0.858
audit work
Source: Results from the authors’ study. 267
4.3. Exploratory factors analysis 268

The KMO coefficient calculated from the sample is 0.754 greater than 0.5. Thus, the 269
sample size of the survey sample is eligible to conduct factor analysis. Barlett's test with 270
the hypothesis HO: the correlation between observed variables is zero in the overall statis- 271
tically significant because the P-value (Sig.) Determined from the sample is 0.00 less than 272
significant level of 0.05 (or 5%). Therefore, it is possible to reject the hypothesis HO or it 273
can be concluded that the observed variables are correlated with each other in the whole. 274

To identify the main factors, the author uses a factor extraction method based on Ei- 275
genvalue values. The analysis results show that with 25 items to evaluate the effectiveness 276
of the internal audit of companies listed on the Vietnamese stock market, five main factors 277
can be extracted. According to the calculation results from the sample, these 5 factors ex- 278
plain 73,276% of the variation of the data set. The EFA analysis results that identify the 279
observed variables for each factor are shown in the following Table 3: 280

Table 3. Rotated Component Matrixa. 281

Component
1 2 3 4 5
DL5 902
DL6 .848
DL3 .837
DL7 .825
DL2 .794
DL4 .785
DL1 .732
NL2 924
NL1 .896
NL5 .832
NL4 .754
NL6 .745
NL3 .618
HL3 .814
HL2 .798
HL5 779
HL4 .738
HL1 .631
CL3 .876
CL2 .865
CL1 827
CL4 .788
HT1 787
HT3 774
HT2 710
Source: Results from the authors’ study. 282

4.4. Analysis of Descriptive Statistics 283
The results of analysis of descriptive statistic are presented as follows: 284
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Table 4. Descriptive Statistics.

FIat cet:::/ Contents Minimum Maximum Mean  Std. Deviation
Dependent variables
HL Effectiveness of internal audit 3 5 4.3444 0.45063
Internal audit is performed in accordance
HL1 with the audit chapter and audit manual, 3 5 4.4583 0.52908
legal requirement of company
HL2 Internal audit communicates timely the 3 5 4375 05423
engagement results
Internal audit makes appropriate
HL3 recommendations for improving the 3 5 43472 0.58526
organizational process
Internal audit establishes a follow —up
HL4 process to ensure that corrective actions 3 5 425 0.52407
have been effectively implemented
HL5 Interfv.al audit review .the effectiveness and by 5 42917 059191
efficiency of operations and programs
Independent variables
F1 Independence of internal audit 2.86 5 3.9921 0.58969
Internal auditor is not sufficiently inde-
DL1 pendent to perform their professional obli- 1 5 4.0417 0.84649
gations and duties.
The chief audit executive reports to a level
DL2 within the organization that allows the 1 5 3.9444 0.7485
internal audit to full fill its responsibilities
The chief audit executive has not direct
DL3 contact to theboard (to top level man- 2 5 39722 0.69144
agement)
The internal audit department has not
DIL4 direct contact with senior management 2 5 4.00 0.67135
other than the finance director
DL5 Conflict of interest.is not rarely. present in 3 5 39720 064942
the work of internal auditors
Internal auditors rarely face interference by
DL6 management while they conduct their 3 5 3.9444 0.64762
work
Internal auditors have not free access to all
DL7 departments and employees in the organi- 3 5 4.0694 0.61269
zation
F3 Management Support for internal audit 3 5 4.1157 0.4516
HT1 Serﬁqr management provides internal au- 3 5 42083 047285
ditors the support that they expect
HT2 S.enior manag.ement. supports interr.la% E.il.l- 3 5 41111 051882
dit to perform its duties and responsibilities
Internal audit department has adequate
HT3  budget given the amount of auditing work 3 5 4.0278 0.55595
planned
F4 Quality of internal audit work 15 5 3.6597 0.77631
CL1 The annual audit Plan is deterrTﬁned com- 1 5 35833 098938
pletely by internal auditor
ClL2 The area audits audited are very significant 1 5 32361 1.06801
to the organization
ClL3 The inte'rna'l audit is' able to cover all organ- 1 5 35556 1.00546
izational units and all issues
There is regular follow-up by the internal
CL4 audit staff to examine actions taken to cor- 3 5 4.2639 0.55647

rect the problem found

Source: Results from the authors’ study.

4.5. Analysis of regression model

285

286

287
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In order to evaluate the influence of factors on the effectiveness of internal audit, the
author conducted regression with the dependent variable as the effectiveness of internal
audit of non-financial companies listed on Vietnamese stock market. The independent
variables affecting are the factors identified in the exploratory analysis (EFA) above. The
results of correlation analysis between the dependent and independent variables are as
follows:

Table 5. Correlations.

HL DL NL HT CL
Pearson Correlation 1 439" 179 517" 323"
HL Sig. (2-tailed) .000 132 .000 .006
N 144 144 144 144 144
Pearson Correlation 439" 1 267" 432" 301"
DL Sig. (2-tailed) .000 .023 .000 .010
N 144 144 144 144 144
Pearson Correlation 179 267" 1 319" .500"
NL Sig. (2-tailed) 132 .023 .006 .000
N 144 144 144 144 144
Pearson Correlation 517 432" 319" 1 357
HT Sig. (2-tailed) .000 .000 .006 .002
N 144 144 144 144 144
Pearson Correlation 323" 301" .500" 357 1
CL Sig. (2-tailed) .006 .010 .000 .002
N 144 144 144 144 144

**. Correlation is significant at the 0.01 level (2-tailed).
*. Correlation is significant at the 0.05 level (2-tailed).
Source: Results from the authors’ study.

The results of correlation analysis showed that the independent variables affecting
the dependent variable HL were statistically significant with 1% significance level. How-
ever, the NL variable has a low correlation (0.179) with the Sig value. = 0.132> 0.05, indi-
cating that the NL variable does not affect the dependent variable HL. Thus, in the next
regression analysis, it is necessary to remove the NL variable from the model. Regression
analysis results are as follows:

Table 6. Statistical values of the regression model.

Model Summary
Model R R Square Adjusted R Square Std. Error of the Estimate
1 .5802 .336 .307 .37526

a. Predictors: (Constant), CL, DL, HT
Source: Results from the authors’ study

The value of determination coefficient R? is 0.336, which showed the regression
model of the relationship between the three main factors to the effectiveness of internal
audit which can explain 33.6% of the variation of the effectiveness of internal audit of non-
financial companies listed on Vietnam's stock market.

Table 7. Analysis of variance - ANOVA.

ANOVA?
Model Sum of Squares df Mean Square F Sig.
Regression 4.842 3 1.614 11.461 .000P
1 Residual 9.576 68 141
Total 14.418 71

a. Dependent Variable: HL.
a. Predictors: (Constant), CL, DL, HT.
Source: Results from the authors’ study.
ANOVA analysis results in Table 7 to test the suitability of the regression model with
an observed F value of 11.461 with a P-value (Sig.) Of 0.000 is less than the significance
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level of 0.05. Therefore, it can be concluded that the regression model is suitable to de- 315
scribe the relationship between factors to the effectiveness of internal audit. 316

The evaluation of the impact of each factor on effectiveness of internal audit is shown 317
by the regression coefficients {3i in the regression model. These factors are determined by 318
the least square method, the results of calculation from the sample of survey shown in 319

Table 8. 320
Table 8. Coefficientsa. 321
Model Unstandardized Coefficients sCt?):?f?f:‘ii::: ¢ sig. Collinearity Statistics
B Std. Error Beta Tolerance VIF
(Constant)  1.619 495 3271 .002
1 DL 187 .085 244 2.196 .032 .789 1.267
HT .368 113 .369 3.250 .002 .757 1.321
CL 116 .106 117 1.094 278 .846 1.182

a. Dependent Variable: HL
Source: Results from the authors’ study

However, to ensure the significance of the regression model, it is necessary to test 322
assumptions about the meaning of the regression coefficient (if the regression coefficient 323
is 0 then, the corresponding variable has no significance in the Regression model). Pair of = 324
hypotheses is tested: 325

HO: Bi=0 )
H1: Bi#0 (©)

The test of this hypothesis can be based on the probability value P - value (Sig.) to 326
draw conclusions. 327

Based on the P-value values corresponding to each independent variable in Table 328
1.17, it can be seen that the independent factors (DL and HT) have P-value values less than 329
the significance level of 0.05. It can be said that, with the sample, there is enough evidence 330
to reject the HO hypothesis. As such, it can be said that the Independence of the internal 331
audit (DL) and the management support for internal audit (HT) both have impact on the 332
effectiveness of the internal audit (HL). The sign of the regression coefficients reflects the 333
impact of independent factors on dependent factors. According to the survey results, the 334
values of (i of these two factors have positive signs, proving that these factors have the 335
positive effect on the effectiveness of internal audit. The standardized regression coeffi- 336
cient (Beta) is used to evaluate the impact of each independent factor on effectiveness of 337
internal audit. It can be seen that the HT factor has a standardized regression coefficient 338
of 0.369 higher than with the standard regression coefficient of DL factor, it shows that 339
HT factor has a stronger influence on the effectiveness of internal audit. VIF of factors 340
affecting less than 10 proves no multi-collinear phenomenon. 341

5. Conclusion 342

Through linear regression results, two factors, the independence of internal auditand 343
the management support for internal audit have the positive impact on the effectiveness 344
of internal audit. 345

The result showed independent of internal audit has a positive impact on the effec- 346
tiveness of internal audit which is consisted with the results of Mutchler (2003), Alizadeh 347
(2011), Baharud-din et al. (2014), Al-Akra et al. (2016). Internal auditors have the right to 348
unrestricted to documents, personnel and other departments in collecting audit evidence, 349
avoiding conflicts of interest between internal auditors with other department, senior 350
management, board of director, which is similar to Goodwin & Yeo (2001) and Christo- 351
pher et al. (2009). 352
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Related to management support for internal audit, the result pointed out that this
factors has a positive influence on effectiveness of internal audit which is agreed with
previous studies such as Albrecht et al. (1988), Gramling et al. (2004), Salameh et al.
(2011), Ahlawat & Lowe (2004), Aikins (2011), Octavia (2013), Baharud-din et al. (2014),
Dellai & Omri (2016). The analysis of the results pointed that the Board of Directors will
support the approval of internal audit regulations and plans, appointment, resigning and
salary decisions for Internal Auditors. For managers, support for internal audit in admin-
istrative approval of personnel and allocated budget for internal auditors to implement
the audit plan, actively support for the audit department internally in training and pro-
fessional development.

However, this research disagree with Al-Twaijry et al. (2003), Alzeban & Gwilliam
(2014) and Baharud-din et al. (2014) that the auditor’s competence and quality of internal
audit work have no effect on the effectiveness of internal audit.

In summary, the research systematized and pointed out the overview and character-
istics of internal audit, theoretical framework for factors affecting the internal audit ef-
fectiveness including independence of internal auditor, competence of internal auditor,
management support for internal audit, quality of internal audit work. The research veri-
fied the relationship between these factors and the effectiveness of internal auditor in non-
financial listed companies in Vietnam'’s stock market. The research has pointed out that
independence of internal audit and management support have positive impact on the ef-
fectiveness of internal audit of non-financial companies listed on Vietnamese stock mar-
ket.
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