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Abstract  

This study reviews the literature from the past 10 years, from 2015 to 2024, on public sector financial internal auditing (IA) 

and addresses three interrelated research questions (RQ): How has research on public sector IA evolved? What are the main 

focuses and critiques of the public sector IA literature? What is the future direction for public sector IA research?. We adopted 

a systematic literature review approach and analyzed 78 peer-reviewed journal articles. We evaluated five criteria to identify 

the development of public sector IA research (RQ1), namely level of government, academic discipline, number of countries, 

geographic region, and MSCI country classification. Similarly, we used four criteria to present the focus and critique of the 

literature (RQ2), namely, type of organizational respondents, research instruments, theories, and research themes examined. 

Finally, we used two criteria to propose new directions for future research (RQ3), namely, directions generated from RQ1 and 

RQ2 and directions highlighted by the 10 most cited studies in the IA literature (i.e., from the 78 identified papers). We observed 

a rise in publications up to 2023, most of which focused on single-country studies, particularly in emerging markets. 

Furthermore, we noted that IA has been studied at all levels of government, most frequently at the local government level. 

While we identified several research themes in the literature, most studies emphasized "governance" and "operational 

effectiveness" using quantitative analysis, often without reference to any theoretical framework. By analyzing these key 

features, we critically interpret the challenges and skepticism that may arise among researchers. Finally, considering the 

implications of this research stream and analyzing the most influential studies, we recommend new research paths such as 

cross-country and market comparisons to provide further evidence at international and regional levels, and studies on the 

influence of cultural, institutional, and demographic characteristics in IA. Our results will assist researchers, practitioners, 

and consultants in identifying key issues related to internal auditing. This study offers a systematic literature review of public 

sector internal auditing. Furthermore, it develops insights, critical reflections, and pathways for future research in this field. 

Keywords: Internal Audit, Function of Internal Audit, Public Financial Sector, Government Level, Systematic Literature 

Review 

1. Introduction  

Numerous publications on internal auditing (IA) in the private sector have been produced by audit 

standard setters such as the Institute of Internal Auditors Global (IIA Global), practitioners, academics, and the 

business community. In practice, IA is designed to add value and improve organizational performance. Therefore, 

IA provides a strong foundation for effective governance and accountability (see, for example: Coetzee & 

Erasmus, 2017; Erasmus & Coetzee, 2018; Hay & Cordery, 2018). 

Similarly, research on IA in the public financial sector has been growing due to the increasing need to 

measure outputs, outcomes, and performance evaluations at various levels of government—from local (such as 

cities or districts), regional (provinces or states), national (central government), to international levels (multilateral 

cooperation or international organizations) (IIA, 2011; de Geus et al., 2020). 

Key studies such as those by Alzeban & Gwilliam (2014) and Vinnari & Skærbæk (2014) demonstrate 

how IA plays a vital role in the effectiveness of public governance. Following the publication of the Internal Audit 

Capability Model (IA-CM) by the IIARF (2009), new research trajectories have continued to emerge, encouraging 

various public organizations to evaluate the roles and structures of their internal audit units (Van Rensburg & 

Coetzee, 2011). 

Likewise, IA has been examined in the context of factors influencing its effectiveness, such as 

professional competence, auditor independence, management support, and relationships with external auditors 

(Taiwo, 2019; Erasmus & Coetzee, 2022). IA is considered a crucial mechanism for supporting the efficiency of 

public organizations and ensuring transparent and accountable public financial management (Gustavson & 

Sundström, 2018; Alias et al., 2019). 

https://journal.ilmudata.co.id/index.php/RIGGS
mailto:ditoaditia@dosen.pancabudi.ac.id
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Despite the wide range of publications, there is still a lack of a comprehensive systematic review of the 

public sector IA literature that incorporates perspectives from both developing and developed countries. Against 

this backdrop, we organize the existing literature into a structured and integrated framework to provide a holistic 

overview of the development of IA research in the public sector. 

In this study, we conduct a Systematic Literature Review (SLR) of public sector internal auditing research 

from 2020 to 2024, with three main contributions: 

In summary, our study addresses three research questions: 

RQ1. How has research on public sector internal auditing (IA) evolved? 

This question explains how research on public sector IA has developed thematically and 

geographically. 

RQ2.  What are the main focuses and critiques of the public sector IA literature? 

This question analyzes the focus and critiques in the literature based on theories, methods, and themes. 

RQ3.  What is the future direction for public sector IA research? 

This question formulates a potential and strategic research agenda for the future. 

This approach follows the PRISMA guidelines: Preferred Reporting Items for Systematic Reviews and 

Meta-Analyses (Moher et al., 2009), and is inspired by recent studies such as Busalim & Hussin (2016), de Geus 

et al. (2020), and Lopes & Farias (2020) 

2. Research Methods 

In 2009, the Institute of Internal Auditors (IIA Global), through the IIA Research Foundation (IIARF), introduced 

the Internal Audit Capability Model (IA-CM), which can be considered the first comprehensive framework aimed 

at enhancing the effectiveness of the Internal Audit Function (IAF) in the public sector (Coetzee & Erasmus, 2017). 

This universal model has attracted the attention of both academics and practitioners due to its flexibility, making 

it applicable across various jurisdictions and usable as a tool for institutionalizing and strengthening public sector 

internal audit capabilities (see also: Erasmus & Coetzee, 2022; Nguyen, Doan & Le, 2021). 

2.1. Review Protocol 

To minimize research bias, as recommended by Tranfield et al. (2003) and Kitchenham (2004) in every systematic 

review, we developed a review protocol that includes the formulation of research questions, search strategy, study 

selection, quality assessment, data extraction, and synthesis. This guideline is supported by procedures outlined in 

methodological literature such as Kitchenham & Charters (2007) and is reinforced by recent SLR studies 

(Tsalavoutas et al., 2020; Massaro et al., 2021). We also ensured that the design of this protocol allows for 

replication and transparency of the research process, in accordance with the principles of rigor and relevance in 

accounting and public sector research (Yin, 2018). Figure 1 presents our study review protocol. 

2.2. Literature Search Strategy 

The search strategy was conducted through a two-step approach to identify, review, and analyze public 

sector internal audit literature, as applied in Street & Hermanson (2019), de Geus et al. (2020), and Nguyen et al. 

(2021), as illustrated in Figure 1. 

The first step was to determine the main databases, namely Scopus, Web of Science, and Google Scholar, 

based on publication quality and indexing coverage (similar to the approach used by Nguyen et al., 2021). Boolean 

keywords such as "Internal Audit" AND "Public Finance" were used to narrow the search. The initial results 

yielded 5,936 documents, which were then filtered by excluding non-relevant publications (such as conference 

proceedings, book chapters, and non-English articles), resulting in 88 articles used for analysis. 

We also excluded duplicate papers, retaining a final set of 74 papers. In the second step, we examined the 

most cited articles to identify additional relevant studies not captured in the first step. We used two alternative 

impact metrics: total citations (i.e., the ten papers with the highest citation count) and citations per year (CPY) (the 

ten papers with the highest CPY index), which serves as a metric that reduces bias toward older studies. Through 

this process, we identified four additional studies, resulting in a final set of 78 studies conducted across all levels 

of government (international, national, regional, and local) from 2010 to 2024. For these papers, a data extraction 

table was created, recording the author, year of publication, country, level of government, sample size, research 

period, objectives, theory, key findings, and citations. 
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2.3. Table 

Tabel. 1 Results of analysis of research question 1 on 5 criteria 

A. Government level in IA studies  C. Number of countries 

A1. International level 8 (10%)  C1. Single country  44 (56%) 

A2. National level (ministries) 24 (31%)  C2. Multi country  10 (13%) 

A3. National level (agencies) 4 (5%)  C3. N/A 24 (31%) 

A4. Regional level 19 (24%)  Total 78 

A5. Local government level 6 (8%)    

A6. Multi-level studies 17 (22%)    

Total     78  

 

  

B. Academic discipline   D. Geographic area 

B1. Accounting 22 (28%)  D1. Europe 18 (23%) 

B2. Ethics, CSR, management 10 (13%)  D2. Asia 14 (18%) 

B3. International business and area studies 3 (4%)  D3.Oceania 5 (6%) 

B4. Finance 5 (5%)  D4. Africa 9 (12%) 

B5. Public sector 20 (26%)  D5. America 10 (13%) 

B6. Economics 4 (5%)  D6. Worldwide  6 (8%) 

B7. Social sciences 6 (8%)  D7. N/A 16 (21%) 

B8. Information management 2 (3%)  Total 78 

B9. Psychology 1 (1%)    

B10. Management development and education  3 (4%)    

B11. N/A 2 (3%)    

Total      78    

 

E. Number of studies per countries classified according to the MSCI 

E1. 

Developed 

No. E2. Emerging No. E3. 

Frontier 

No. E4. 

Standalone 

No. E5. 

Other 

No. 

USA 5 Malaysia 10 Nigeria 3 Kosovo 1 n.d. 19 

UK 4 Vietnam 6 Bangladesh 1 Palestine 1 Total 19 

(24%) 

Germany 2 Brazil 2 Kenya 1 Zimbabwe 1   

Canada 2 India 2 Sri Lanka 1 Iran 2   

Australia 3 Indonesia 4 Total 6 

(8%) 

Total 5 (6%)   

Finland 2 China 2       

Iceland 2 South Africa 2       

Sweden 3 Total 20 

(26%) 

      

Norway 2         

Japan 3         

Total 28 

(36%) 

        

  

Classification: Accounting (B1); Ethics, CSR, and Management (B2); International Business and Area Studies 

(B3); Finance (B4); Public Finance (B5); Economics (B6); Social Sciences (B7); Information Management (B8); 

Psychology (B9); and Management Development and Education (B10) [4]. 

These findings indicate that although internal audit is a cross-disciplinary topic, the majority of research 

approaches remain strongly rooted in the fields of accounting and public financial management (Tsalavoutas et 

al., 2020; Massaro et al., 2021). 
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Table 2. Results of analysis of research question 2 on 4 criteria 

F. Type of organizational respondent  G. Research instrument1 

F1. Internal auditors 10 (12,8%)  G1. Case/field study/interviews 14,25 

(18,3%) 

F2. Internal auditors and 

managers 

6 (7,7%)  G2. Content analysis/ historical analysis 4,1 

(5,3%) 

F3. Internal auditors and 

accountants 

2 (2,6%)  G3. Survey/ questionnaire/ other 

empirical 

47,3 

(60,6%) 

F4. Head of internal audit unit 3 (3,8%)  G4. Commentary/normative/ policy 1,2 

(1,5%) 

F5. Other 42 (53,8%)  G5.Viewpoint/conceptual/general 

review 

11,15 

(14,3%) 

F6. N/A 15 (19,2%)  Total 78 

Total 78    

H. Theories2   I. Number of theories  

H1. Agency theory 9.9 (12.7%)  I1. 1 theory 26 

(33.3%) 

H2. Institutional theory 4.25 (5,4%)  I2. 2 theories 8 

(10,3%) 

H3. Accountability theory  2.1 (2,7%)  I3. >2 theories 4 (5,1%) 

H4. Resource-based theory 2.3 (2,9%)  I4. No theory 40 

(51,3%) 

H5. Political theory 2,0 (2,6%)  Total 78 

H6. Stakeholder theory 2.7 (3,5%)    

H7. Other 13.85 (17.8%)    

H8. No theory 40.9 (52.4%)    

Total 78    

  
 

Note(s): 1. Following Van Helden (2005) and Schmidt and Gunther (2016) ,  if two research instruments are 

referred, each counts for one-half, if three, each counts for one-third etc., 2. Following Van Helden (2005) and 

Schmidt and Gunther (2016) , if two theories are referred, each counts for one-half, if three, each counts for one- 

third etc. Also, we coded as “no theory”, the papers that do not mention any theoretical foundation. 
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Table 3. Research themes used in previous IA studies 

 

 Subjects/ 

Research 

theme 

Description/ Justification Studies Number 

(percentage) 

1 K1. 

Governance 

(1) Disclosure/ compliance (transparency and 

accountability), (2) the role of internal auditors 

to support public governance, (3) IA 

contribution to good governance, (4) 

Determinants of the presence of AC, (5) 

Adoption of private sector practices, (6) 

Relationship of CG theory with the value of 

auditing, (7) Protection of stakeholders, (8) 

Maintenance of legitimacy and trust 

Van der Nest (2020), 

Ngwenya et al. (2020), 

Erasmus (2019), Akani & 

Ogoun (2018), Mzembe 

& Vyas-Doorgapersad 

(2017), Alzeban & 

Gwilliam (2014), Sarens 

et al. (2009), Arena et al. 

(2006), Mihret & 

Yismaw (2007), Lenz & 

Hahn (2015), Taba 

(2020), Dittenhofer 

(2001), Vadasi et al. 

(2019), Christopher et al. 

(2009) 

14 (17.95%) 

     

2 K2. Risk 

management 

(1) Contribution of IA to risk management Van der Nest (2020), 

Erasmus (2019), Akani & 

Ogoun (2018), Alzeban 

(2015), Alzeban & 

Gwilliam (2014), Sarens 

et al. (2009), Arena et al. 

(2006), Mihret & 

Yismaw (2007), Lenz & 

Hahn (2015), Taba 

(2020), Dittenhofer 

(2001) 

11 (14.10%) 

     

3 K3. 

Operational 

effectiveness 

(1) Determinants/factors influencing IA 

effectiveness, 

(2) recommendations to strengthen the IAF, (3) 

Reasons for malfunctioning, 

(4) Recommendations for efficient activity, (5) 

Impact of internal auditors’ competency on IA 

quality, (6) Scope of IA work in public 

organizations, 

(7) Problems facing IA in the public sector, (8) 

Deficiencies of internal control, (9) Internal 

audit capability model 

Van der Nest (2020), 

Erasmus (2019), Akani & 

Ogoun (2018), Alzeban 

(2015), Alzeban & 

Gwilliam (2014), Sarens 

et al. (2009), Arena et al. 

(2006), Mihret & 

Yismaw (2007), Lenz & 

Hahn (2015), Taba 

(2020), Christopher et al. 

(2009), Dittenhofer 

(2001), Vadasi et al. 

(2019) 

13 (16.67%) 

     

4 K4. Service 

delivery by 

institution 

(1) Municipal decision-making, (2) Improve 

the performance of institution’s activities, (3) 

Factors that impact on successful performance 

management, 

(4) Improvement in financial performance, (5) 

IA and organisational change 

Erasmus (2019), Akani & 

Ogoun (2018), Taba 

(2020), Dittenhofer 

(2001) 

4 (5.13%) 

     

5 K5. Forensic 

investigations 

(1) Fraud prevention, (2) Fraud detection, (3) 

Identify corruption and unethical practices, 

(4) Maintenance of public money 

Van der Nest (2020), 

Erasmus (2019), Akani & 

Ogoun (2018), 

Christopher et al. (2009), 

Vadasi et al. (2019) 

5 (6.41%) 
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2.4. Figure 

Idenfitikasi research

questions

RQ1. How has research on public policy been developed?

RQ2. What are the main focuses and criticisms found in the public policy literature?

RQ3. What is the future direction of research on internal audit in public finance?

Literature search strategy

Boolean Search
“Internal Audit”

and “Public Finance”

Keywords

Scopus, Web of Science, Google Scholar

Result

5.936 papers

Exclude research types such as theses, conference 

proceedings, book chapters, and irrelevant papers in non-
English languages

Result

88 papers

Exclude duplicate studies
Result

74 papers

Articles identified through the most cited papers 

and after excluding duplicates
Result 4 papers Final papers

Result 78

Data Extraction

Synthesis & Results

Reporting

Author, year of publication, journal, field of

study/discipline,
academic background, country, level, sample size,

research period, theory, data collection methods/research

instruments, organizational respondents, research themes
explored, objectives and key findings.

Stage 1

Stage 2

 
Figure 1. Literature flow diagram for article writing using the PRISMA framework 
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Figure 2. Classification of IA Publications in Public Finance by Year 



 Dito Aditia Darma Nasution, Juni Yanti Napitupulu, Register Launli Buaya,  

Journal of Artificial Intelligence and Digital Business (RIGGS) Volume 4 Nomor 2, 2025  

DOI: https://doi.org/10.31004/riggs.v4i2.509 

Lisensi: Creative Commons Attribution 4.0 International (CC BY 4.0) 

419 

 

 

 

3.  Results and Discussions 

3.1.  Research Question 1: How has research on internal audit in public finance been developed? 

The aim of this research question is to synthesize and expand the current understanding of internal audit (IA) in 

the public finance sector. Specifically, we aim to trace how this topic has evolved, the key themes that have 

emerged, and the direction of research over the past five years. This understanding will be valuable for researchers, 

practitioners, and policymakers in identifying critical issues related to the effectiveness of public sector IA. 

To address this question, we analyzed the distribution of studies from 2020 to 2024. As shown in Figure 2, the 

number of studies increased significantly in 2022 and 2023, reflecting growing academic interest in strengthening 

public sector governance through internal auditing (Nguyen et al., 2021; Erasmus & Coetzee, 2022). Although 

there was a slight decline at the onset of the pandemic (2020–2021), the overall trend remains positive. 

Furthermore, there is a consistent tendency among researchers to follow similar thematic “paths,” such as audit 

effectiveness, institutional influences, and auditors’ technical capacity (Lopes & Farias, 2020; Massaro et al., 

2021). 

3.1.1.  Level of Government. 

This study also classified articles based on the level of government examined in each study, namely: International 

Level (A1), National Level – Ministries (A2), National Level – Agencies (A3), Regional Level (A4), Local 

Government Level (A5), and Multi-level (A6). This classification is important as each level has different 

organizational structures, mandates, and audit complexities (Johannesdottir et al., 2018; de Geus et al., 2020). As 

shown, IA has been studied across all levels of government, with the local government level being the most 

frequently addressed. 

The results indicate that the national level – ministries (A2) is the most frequently studied (about 31%), 

highlighting the growing need for transparent governance at the ministerial level. The regional level (A4) accounts 

for 24% of the studies, while the national level – agencies (A3) and local government level (A5) are the least 

studied. Multi-level approaches (A6) have also received significant attention in recent studies (Nguyen et al., 

2021). 

3.1.2.  Academic Disciplines 

To understand the theoretical perspectives present in the literature, we categorized the reviewed articles into ten 

academic disciplines based on the guidelines of the Academic Journal Guide (CABS, 2018). 

3.1.3. Number of Countries. 

This criterion evaluates whether each article uses data from a single country (C1) or from more than one country 

(C2). This approach was previously adopted in systematic studies by Guthrie et al. (2012), Massaro et al. (2021), 

and Tsalavoutas et al. (2020). Our analysis shows that the majority of articles (44 out of 78) are single-country 

studies. Only two articles used a multi-country approach, and one study did not explicitly mention its data 

source.This confirms that researchers tend to explore the unique institutional, social, and cultural environments of 

individual countries in order to gain a deeper understanding of internal audit practices in public finance (Nguyen 

et al., 2021; Erasmus & Coetzee, 2022). 

3.1.4. Geographical Region 

Similar to the previous criterion, this classification was adopted by Guthrie et al. (2012), Dumay et al. (2016), de 

Geus et al. (2020), and Tsalavoutas et al. (2020). This criterion identifies the geographical location or region where 

the research was conducted. Specifically, we categorized the studies into six regions: Europe (D1), Asia (D2), 

Oceania (D3), Africa (D4), the Americas (D5), and Global (D6). 
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The results show that Europe was the most studied region (18 out of 78 studies), followed by Asia (14 studies) and 

the Americas (10 studies). Oceania showed low representation. These findings are consistent with recent literature 

emphasizing that developing and frontier markets offer fertile ground for understanding public sector audit 

dynamics (Alias et al., 2019; Massaro et al., 2021). 

 

3.1.5. Number of Studies per Country Classified by MSCI 

To strengthen the analysis, we used the market classification from the Morgan Stanley Capital International 

(MSCI) index, dividing countries into five categories: developed countries (E1), emerging markets (E2), frontier 

markets (E3), standalone markets (E4), and others (E5). 

Out of the 78 studies, the majority were conducted in developed and emerging markets (approximately 62%). The 

most frequently studied countries included: the United States (5 studies), Malaysia (10 studies), and Vietnam (6 

studies). 

These findings support the results of Sarens & Abdolmohammadi (2011) and align with recent trends highlighting 

the importance of institutional context in developing countries for understanding public sector audit effectiveness 

(Nguyen et al., 2021; Erasmus & Coetzee, 2022). 

However, there remains a lack of empirical evidence from frontier and standalone countries such as Nigeria and 

Iran, which presents opportunities for future research. 

3.2.  Research Question 2: What are the focus areas and criticisms in the literature on internal audit in public 

finance? 

This subsection outlines the main focus areas and critical perspectives within the literature on internal audit (IA) 

in the public finance sector, as identified through our systematic analysis. We evaluated four main dimensions, 

with the results summarized in Table 2. To avoid cognitive overload, we only include selected references, 

following an approach consistent with prior literature reviews in the field. 

3.2.1. Types of Respondent Organizations 

The classification of respondent organizations follows approaches in recent literature such as de Geus et al. (2020), 

Street & Hermanson (2019), and Nguyen et al. (2021). Specifically, we classified organizational respondents into 

the following types: internal auditors (F1), internal auditors and managers (F2), internal auditors and accountants 

(F3), heads of internal audit units (F4), others (F5), and not applicable (N/A; F6). The majority of studies used the 

internal auditor perspective (10/78) or internal auditor and manager (6/78). However, some studies reflected the 

views of heads of internal audit units (3/78) and internal auditors and accountants (2/78), while others presented 

perspectives classified as "others" (42/78), and several studies did not define their samples (15/78). 

This illustrates that researchers employed various types of respondents in examining internal audit in public 

finance to gain insights from different perspectives. Most studies used the internal auditor perspective (e.g., Alias 

et al., 2019), though more recent studies also involved heads of units and managers. The selection of respondents 

with substantive and relevant knowledge of public sector audit systems helped ensure data reliability and 

accurately answer the research questions (Saunders et al., 2019). 

 

3.2.2. Research Instruments 

This criterion captures the research instruments used, based on Guthrie et al. (2012) and Dumay & Garanina 

(2013). We classified our reviewed studies as follows: case studies/fieldwork/interviews (G1), content/historical 

analysis (G2), surveys/questionnaires/other empirical work (G3), commentary/normative/policy studies (G4), and 

conceptual/general review papers (G5). 
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Following Van Helden (2005) and Schmidt & Gunther (2016), if an article used multiple research instruments 

(i.e., mixed methods), we assigned equal weights in the calculation process. For example, if a paper used two 

research instruments, each was weighted as one-half; if it used three, each counted as one-third, and so on. As 

shown in Table 2, the most commonly used research method was survey/questionnaire/other empirical research, 

with questionnaires being the dominant tool. 

Next were case studies/fieldwork/interviews and conceptual/general viewpoints with 47.3 and 14.25 studies, 

respectively. Recent studies suggest that surveys and fieldwork remain the dominant approaches (Nguyen et al., 

2021), while mixed methods or triangulation approaches are still underutilized (Trotman & Wright, 2021). This 

indicates an opportunity to improve validity by integrating both qualitative and quantitative approaches. 

3.2.3. Theoretical Framework 

Most reviewed studies relied on a single dominant theory, particularly agency theory and institutional theory 

(Erasmus & Coetzee, 2022). However, approximately 40 out of 78 studies did not explicitly use a theoretical 

framework, which may limit the depth of analysis and conceptual contribution of the studies (Beck & Stolterman, 

2016). Research without theoretical grounding also risks yielding descriptive findings that lack testable or 

extendable scholarly narratives. 

More specifically, we allocated dominant theories into eight categories: agency (H1), institutional (H2), 

accountability (H3), resource-based (H4), political (H5), stakeholder (H6), others (H7), and no theory (H8). In 

cases where multiple theories were used, we assigned equal weights. For example, in an article using two theories, 

each was counted as one-half; for three theories, each as one-third, and so on. 

We also classified the number of theories used as follows: single theory (I1), two theories (I2), more than two (I3), 

and no theoretical approach (I4). As shown in Table 2, the majority of studies used only one theory (28/78), with 

agency theory being the most dominant (10.58/78). However, it is noteworthy that nearly half of the studies 

avoided referencing any theory (40/78), either directly or implicitly (e.g., Mu’Azu, 2012; Emmanuel et al., 2013; 

Jones & Bowrey, 2013; Alzeban & Gwilliam, 2014). 

This presents a significant limitation, as it may hinder the explanation of findings. While theory does not change 

research objectives, it contributes to "positioning" the research within existing scholarship (see Beck & Stolterman, 

2016). For example, where papers are largely descriptive, they do not contribute to theoretical advancement or 

deeper understanding of the issues studied. 

Overall, theories in the reviewed studies were applied either as tools (to explain IA), as references (to derive 

information about IA), or as knowledge contributions (see Beck & Stolterman, 2016). 

 

3.2.4. Research Themes 

Although all analyzed studies focused on internal audit (IA) within public financial management, each addressed 

different research questions and themes. To structure systematic thematic categories, we adapted the framework 

from Coetzee and Erasmus (2017) and built a categorization scheme based on each study’s objectives and key 

findings. To reduce potential bias in theme allocation, two independent researchers conducted separate coding and 

then discussed to reach a final consensus. 

As a result, we identified six major research themes in the existing literature: governance (K1), risk management 

(K2), operational effectiveness (K3), service delivery (K4), forensic investigations (K5), and wasteful and 

unnecessary expenditure (K6). 

Based on the analysis of 78 articles, operational effectiveness (13 studies; 16.67%) and governance (14 studies; 

17.95%) emerged as the two most dominant themes. This suggests that academic and policy focus over the past 

two decades has mainly been on improving bureaucratic efficiency and strengthening transparency and public 

financial accountability (Alias et al., 2019; Nguyen et al., 2021). 
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Other significant themes include IA’s contribution to risk management (11 studies; 14.10%), its role in 

enhancing institutional performance and service delivery (4 studies; 5.13%), fraud detection and prevention 

through forensic investigations (5 studies; 6.41%), and preventing waste and unnecessary spending (3 studies; 

3.85%). This distribution reflects a multidimensional approach in public sector IA research, which not only 

considers internal auditor performance but also its impact on financial governance, institutional integrity, and 

public service outcomes. These findings are detailed in Table 3. 

3.2.4.1. Governance 

Between 2009 and 2025, 14 out of 78 studies (17.95%) explicitly explored the relationship between internal audit 

(IA) and public sector governance. These studies emphasize IA’s role in strengthening governance mechanisms 

by enhancing transparency, accountability, and internal/external control systems. 

For example, de Geus et al. (2020) highlight that organizational citizenship behavior in the public sector can be 

improved through strategic and proactive IA practices. Lopes and Farias (2020) show that effective internal control 

systems, as part of governance structures, can encourage collaborative innovation among public agencies. These 

findings support the notion that IA is not merely a control tool but a vital link in strengthening the principal-agent 

relationship within public organizations. 

Practices that most support transparency and accountability, according to the literature, include: increased auditor 

independence, audit committees (ACs), periodic risk assessments and internal controls, and firm sanctions against 

irregularities and fraud (Reinstein et al., 2014). In this context, IA functions as an early warning system for public 

managers and policymakers. Several studies also emphasize that IA’s strategic value in governance is enhanced 

when positioned as an advisory, not just supervisory, function. 

Roussy (2013), Barasa (2015), and Ferry et al. (2017) argue that auditors with autonomy can support top 

management in evidence-based decision-making. This is reinforced by Hay and Cordery (2018), who link audit 

value to corporate governance theory, where audit functions are crucial for balancing power and accountability in 

public organizations. However, IA’s governance potential is often hindered by institutional barriers such as weak 

internal controls and limited human resources within audit units. Mu’Azu (2012) stresses that lack of staffing and 

independence can weaken IA effectiveness, directly affecting governance quality. Therefore, strengthening 

institutional capacity and developing adaptive, cross-functional internal control systems are crucial for effectively 

safeguarding public and stakeholder interests.. 

3.2.4.2. Risk Management 

A total of 11 out of 78 articles (14.10%) in this review addressed the role of internal audit (IA) in supporting risk 

management in public finance. These studies highlight that IA effectiveness is closely tied to its ability to help 

organizations identify, assess, and mitigate risks, particularly under regulatory uncertainty, fiscal pressures, and 

increasing operational complexity. 

Early studies such as Dittenhofer (2001) and Mihret & Yismaw (2007) demonstrated that strengthening internal 

control systems and supporting risk management practices are integral to effective IA. This role is further affirmed 

in more recent studies like Arena et al. (2006), Sarens et al. (2009), and Lenz & Hahn (2015), which emphasize 

that IA must develop risk-based approaches to add real value, especially in strategic decision-making. 

Alzeban & Gwilliam (2014) and Alzeban (2015) found that audit effectiveness in aiding risk management is 

influenced by auditor independence, professional competence, and top management's commitment to risk 

governance. These studies underline that IA backed by strong management support is better positioned to perform 

a consultative function in risk management. 

Furthermore, Akani & Ogoun (2018) and Erasmus (2019) illustrate how IA can act as a catalyst in designing and 

evaluating risk management systems aligned with public value. Meanwhile, Taba (2020) and Van der Nest (2020) 

emphasize the importance of integrating risk management into institutional policies and procedures to support 

long-term planning and achievement of strategic goals in public sector organizations. 
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Overall, evidence from the literature indicates that IA is not just a monitoring function, but a strategic partner in 

strengthening public sector risk management. However, to achieve this effectiveness, a supportive institutional 

environment, adequate internal control systems, and continuous resource allocation and training for internal 

auditors are essential. 

3.2.4.3. Operational Effectiveness 

Operational effectiveness is the most dominant theme in the internal audit literature for the public sector, with 13 

out of 78 studies (16.67%) addressing this issue. The primary focus within this theme is how the internal audit 

(IA) function contributes to the efficiency and effectiveness of operational processes, resource utilization, and the 

achievement of organizational goals. 

Early studies, such as Dittenhofer (2001) and Mihret & Yismaw (2007), emphasized that effective internal auditing 

directly contributes to improving operational efficiency by ensuring that organizational procedures are optimally 

executed and aligned with policies. Arena et al. (2006) and Sarens et al. (2009) continued this notion by 

highlighting the importance of IA’s role in assessing and enhancing the effectiveness of internal controls and 

supporting management in continuous improvement. 

Alzeban & Gwilliam (2014) and Alzeban (2015) found that the effectiveness of internal auditing in supporting 

operations greatly depends on factors such as independence, technical expertise, and a constructive relationship 

with management. These findings are reinforced by Christopher et al. (2009), who emphasized the importance of 

communication between internal auditors and public institution leadership in accelerating operational 

improvements and enhancing accountability. 

Other studies, such as Erasmus (2019), Akani & Ogoun (2018), and Taba (2020), showed that internal audit plays 

a critical role in detecting inefficiencies, promoting process innovation, and improving budget allocation through 

risk-based reporting. Lenz & Hahn (2015) and Van der Nest (2020) added that the contribution of IA to operational 

effectiveness increases significantly when the function transforms into a strategic partner rather than merely a 

compliance entity. 

Vadasi et al. (2019) emphasized that internal audit findings actively followed up by management can create a 

positive feedback loop for unit performance and simultaneously strengthen stakeholder trust. 

Overall, the literature shows that value-added, operations-oriented internal audit can be a crucial managerial tool 

for continuous improvement, bureaucratic efficiency, and more effective and targeted public service delivery. 

 

3.2.4.4. Service Delivery by Institutions 

The theme of service delivery by institutions appears in 4 out of 78 studies (5.13%) and highlights the role of 

internal audit (IA) in supporting improvements in the quality and effectiveness of public services. The main focus 

in this theme is the contribution of IA to enhancing accountability, efficient resource utilization, and better 

planning and decision-making in public service provision. 

A classic study by Dittenhofer (2001) emphasized the importance of internal audit in improving institutional 

effectiveness, particularly in resource management and strengthening control systems. Meanwhile, Taba (2020) 

and Akani & Ogoun (2018) stressed that internal audit recommendations can enhance governance practices in 

service delivery, clarify operational responsibilities, and improve the reliability of information used in public 

service decision-making. 

Erasmus (2019) added that internal auditing directly impacts the efficiency of government services, especially in 

environments facing fiscal constraints and political pressures. In this context, IA is not merely responsible for 

identifying procedural weaknesses but also helps institutions redesign service processes to become more 

responsive, measurable, and transparent. 

Overall, these findings reinforce the view that strategic internal auditing can serve as a managerial support tool in 

providing more effective public services. By offering accurate and evaluative information, IA strengthens the 
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foundation of accountability, improves operational efficiency, and promotes data-driven decision-making in public 

service delivery. 

 

3.2.4.5. Forensic Investigations 

The theme of forensic investigation in the context of internal audit appears in 5 out of 78 studies (6.41%) and has 

become increasingly relevant in addressing the rising complexity and fraud risks in the public sector. The main 

focus of this theme is the role of internal auditors in detecting, analyzing, and reporting indications of fraud or 

irregularities that may harm state finances and erode public trust. 

Christopher et al. (2009) and Vadasi et al. (2019) highlighted that forensic investigations by internal auditors go 

beyond transactional reviews to include in-depth understanding of data manipulation patterns and resource misuse 

practices. Van der Nest (2020) emphasized the importance of strengthening the investigative capabilities of 

auditors, especially in public environments prone to moral hazard and weak internal oversight. 

Erasmus (2019) and Akani & Ogoun (2018) identified that the effectiveness of forensic investigations is heavily 

influenced by auditor independence, top management support, and the presence of a supportive regulatory 

framework. The absence of these elements can undermine auditors' ability to uncover irregularities objectively and 

comprehensively. 

In general, these studies confirm that internal audit with a forensic approach adds value in detecting potential fraud, 

improving financial transparency, and strengthening public accountability systems. Therefore, forensic 

investigative capacity should become an integral part of the internal audit function in the public sector to 

proactively prevent state losses and enhance stakeholder trust. 

 

3.2.4.6. Cost Inefficiency and Wasteful Expenditures. 

Although mentioned in only 3 out of 78 studies (3.85%), the theme of cost inefficiency and wasteful expenditures 

emerges as a critical topic in evaluating the contribution of internal audit to public financial management. Research 

by Erasmus (2019), Akani & Ogoun (2018), and Vadasi et al. (2019) highlights how weaknesses in internal control 

systems can lead to waste, inefficient budget allocations, and failures in achieving fiscal objectives. 

Erasmus (2019) emphasizes that internal audit plays a key role in monitoring expenditure effectiveness and 

identifying areas of waste, especially in complex public sector organizations. Akani & Ogoun (2018) reinforce 

this by stating that proactive internal auditors can prevent cost duplication and reduce the potential misuse of funds 

by continuously assessing budget implementation efficiency. 

Meanwhile, Vadasi et al. (2019) stress that the effectiveness of internal audit in minimizing unnecessary spending 

heavily depends on audit quality, auditor independence, and organizational compliance with audit 

recommendations. These three studies agree that strengthening the internal audit function can help public 

organizations avoid financial losses and improve budget efficiency. 

The limited number of studies explicitly addressing this topic indicates that the issue of wasteful and inefficient 

spending remains relatively underexplored in the literature. This presents a potential research gap that needs to be 

further investigated, especially in light of increasing fiscal pressure in the public sector across various countries. 

 

3.3.  Research Question 3: What Is the Future of Public Sector Internal Audit (IA) Research? 

Future research on public sector internal audit (IA) should follow two key approaches. First, findings from research 

questions RQ1 and RQ2 reveal that many previous studies remain single-country focused, lack theoretical 

application, and concentrate heavily on operational themes. Second, the most-cited studies provide important 

recommendations for the future of this field. 
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3.3.1. Directions Based on RQ1 and RQ2 Analysis 

First, most previous research involves only a single country, lacking cross-country or cross-market comparisons. 

Cross-country studies can help understand the variation in IA effectiveness that may be influenced by national 

characteristics such as regulations, culture, and institutional structures. There is also limited evidence from studies 

conducted in developed and standalone countries based on the MSCI index. Therefore, we believe that comparative 

studies across countries and markets can offer key insights, helping researchers build a cohesive understanding of 

IA differences in national public finance and identify whether such differences are attributable to country-specific 

factors. 

Second, only a small number of studies explore the role of IA at regional and international levels. This gap is 

important considering the different roles and responsibilities across government levels. New research that focuses 

on cross-border IA practices could provide insights into harmonization and global best practices. 

For example, why is it important to learn from IA at the regional and international levels? Are there countries 

implementing IA at the regional level? We suggest initiating a new research stream that addresses these overlooked 

issues to help consolidate IA research for future comparative work. 

Third, around half of the reviewed studies do not use an explicit theoretical framework. Triangulation and theory 

integration approaches—such as agency, institutional, and accountability theories—should be applied more often 

to enhance the validity and richness of analysis. In addition, greater emphasis should be placed on 

commentary/normative/policy research instruments and the use of multiple methods (e.g., triangulation 

frameworks) to structure data and enable cross-checking of results. Such approaches will also help the academic 

community gain clearer insights into relevant disciplines and professional practices. 

Fourth, the research themes remain dominated by operational effectiveness and governance topics. Themes such 

as risk management, budget control, and forensic investigation remain underexplored and offer significant 

potential to improve public accountability.. 

 

3.3.2. Directions Based on the Most Influential Articles 

To identify underexplored research areas, we reviewed 20 articles that have demonstrated high influence in the 

public sector IA literature (see Table 4). These articles were selected based on total citations, citations per year 

(CPY), and their contributions to theory development, practice, and explicit future research recommendations. 

Based on a deep analysis of these articles’ suggestions, we propose four main directions for future research: 

First, future research can focus on the influence of information technology (IT) skills on enhancing the competence 

and effectiveness of internal auditors. As the complexity of public financial systems continues to evolve, internal 

auditors are expected to master data analytics, system-based auditing, and modern audit technologies. As noted by 

Crawford et al. (2011) and Unegbu & Kida (2011), the limited teaching of IT skills in academia remains a major 

concern. Therefore, follow-up studies such as those by Nurdiono & Gamayuni (2018), which emphasize the 

importance of management support and auditor competence in high-quality financial reporting, should be 

expanded to include IT proficiency as a crucial mediating or moderating variable. 

Second, cultural, institutional, and demographic characteristics have been shown to influence internal auditors’ 

perceptions and effectiveness. Studies such as Alzeban & Gwilliam (2014) stress that social backgrounds and 

institutional structures vary by country and can affect IA practices. Cross-cultural and cross-country research, like 

that of Johannesdóttir et al. (2018), is increasingly relevant to understand how administrative contexts and local 

values affect public sector IA functions. Variables such as age, gender, educational background, or a country’s 

legal system can be tested against auditor perceptions and performance outcomes. 

Third, public sector governance reforms and audit practices should be evaluated in terms of their impact on the 

effectiveness and quality of internal audit. Do specific reforms—such as establishing voluntary audit committees 
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(Fitzgerald & Giroux, 2014) or strengthening regulations (Alias et al., 2019)—truly enhance accountability, or are 

they merely symbolic? Studies like Gustavson & Sundström (2018) show that audit quality contributes to reducing 

corruption. However, further exploration is needed to determine whether such reforms are substantive or 

procedural, and how they affect auditor behavior and public trust. 

Fourth, strong and empirical analytical models are needed to examine the relationship between internal audit 

effectiveness and government fiscal performance outcomes. Conceptual models developed by Erasmus & Coetzee 

(2018) and Aikins (2011) should be refined and tested empirically, particularly in developing country contexts. 

Quantitative research with longitudinal designs, mediation and moderation testing, and the use of big government 

data can enrich the literature and provide practical contributions to public decision-making. 

By leveraging these influential articles, new directions in public sector internal audit research can be shaped to 

address contemporary challenges, promote accountability, and enhance the value-added role of internal auditing 

in public financial systems. 

4.  Conclusion 

Our study first aimed to answer the question, “How has research on internal auditing (IA) in public finance 

evolved?” We addressed this by analyzing five distinct characteristics of the reviewed studies: (1) the level of 

government studied, (2) academic discipline, (3) number of countries, (4) geographical region, and (5) the number 

of studies per country classified by MSCI index. Our study shows a growing trend in publications up to 2023, with 

a focus on single-country studies, especially in developing countries and at the local government level. 

Additionally, there is significant attention to multi-level studies and various academic disciplines such as 

accounting, public finance, and business and finance. 

Next, we addressed the question, “What are the focus areas and criticisms of the literature on IA in public finance?” 

We discussed the main features of this research question based on four criteria reflected in the relevant literature: 

(1) type of organizational respondents, (2) research instruments, (3) use of theory, and (4) studied research themes. 

Our review indicates that most studies focus on the perspectives of internal auditors and managers, with limited 

attention to other key stakeholders such as employees and senior policymakers (see section 3.2.1 for details). 

There is also evidence that research on IA in public finance tends to emphasize survey/questionnaire/empirical 

methods, while most studies avoid using any theory as a framework, reference, or knowledge contribution. Finally, 

we found that researchers place considerable emphasis on operational effectiveness and governance. By analyzing 

these key features, we critically interpret the challenges and skepticism researchers may encounter. 

This leads us to several areas that may provide researchers with specific and worthwhile study opportunities. In 

answering the final question, “What is the future of IA research in public finance?” we offer several paths forward. 

We do this using a dual-pronged strategy: (1) directions derived from RQ1 and RQ2, and (2) directions highlighted 

by the 10 most-cited studies in the IA literature (from the 78 identified papers). 

Specifically, researchers should study multiple countries across different markets and provide more evidence at 

the international and regional levels. They should also place greater emphasis on commentary/normative/policy 

instruments and the use of diverse research methods. Furthermore, they should seek deeper insights by exploring 

under-researched themes such as risk management and wasteful spending. 

Future research can also focus on the training of internal audit staff and management, with greater emphasis on 

acquiring IT skills. Additionally, researchers may explore the influence of cultural, institutional, and demographic 

characteristics in IA. Lastly, scholars can investigate the impact of governance reforms and/or audit practices in 

public finance and develop advanced models that predict IA effectiveness. 

In conclusion, there should be no reference. Conclusions contain facts obtained, simply answer the problem or 

purpose of the research (do not be a discussion anymore). State possible applications, implications, and 

speculations accordingly. If needed, give advice for further research. State conclusions in a measured manner and 

in paragraph-shaped sentences, not in the form of numbering/item-list. 
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