
A
ccording to the definit ion of
internal auditing in The Insti-
t ute  of  Inter n a l  Aud itors’
( I I A’s )  Inter nat iona l  Profe s -
s ion a l  Pr a c t ice s  Fr a me work

(IPPF), internal auditing is an independent,
objective assurance and consulting activ it y
designed to add value to and improve an orga-

nization’s operations.1 The IPPF goes on to
address internal audit’s role in the review and
evaluation of  internal controls, risk manage-
ment, and governance processes. Since The
IIA’s founding in 1941, there has been a grad-
ual shift in the focus of  internal audit activit y
from a preoccupation w ith compliance and
i nter n a l  cont rol s  to  a  bro ader  role  t h at
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DOES AUDITING
GOVERNANCE MEAN
AUDITING CULTURE?

S R I D H A R  R A M A M OO RT I ,  A L A N  N .  S I E G F R I E D,  S U SA N  L .  H U N T,  A N D  A N A N T  SA M PAT 

S R I D H A R  R A M A M O O RT I , AC A , C PA / C I T P / C F F / C G M A , C I A , C F E , C F S A , C G A P, C G F M , C R M A , C R P, M A F F, i s
a s s o c i a t e  p r o f e s s o r  o f  a c c o u n t i n g  a t  t h e  Un i v e r s i t y  o f  D a y t o n ,  O h i o .  P r e v i o u s l y,  h e  w a s  a s s o c i a t e  p r o f e s s o r  o f
a c c o u n t i n g  a n d  a  d i re c t o r  o f  t h e  C o r p o ra t e  G o v e r n a n c e  C e n t e r  a t  Ke n n e s a w  S t a t e  Un i v e r s i t y  i n  Ke n n e s a w, G e o r g i a .
A f t e r  e a r n i n g  h i s  P h . D.  f r o m  T h e  O h i o  S t a t e  Un i v e r s i t y,  D r.  R a m a m o o r t i  s e r v e d  o n  t h e  Un i v e r s i t y  o f  I l l i n o i s’
a c c o u n t a n c y  f a c u l t y.  S u b s e q u e n t l y  re - e n t e r i n g  p ro f e s s i o n a l  p ra c t i c e ,  h e  w a s  e m p l o y e d  w i t h  An d e r s e n  Wo r l d w i d e ,
E r n s t  &  Yo u n g  L L P,  G ra n t  T h o r n t o n  L L P,  a n d  In f o g i x ,  In c . ,  a l l  i n  C h i c a g o,  I l l i n o i s .  D r.  R a m a m o o r t i  i s  c o - a u t h o r
o f  m o re  t h a n  4 0  p a p e r s  a n d  a r t i c l e s  a n d  1 5  b o o k s  a n d  m o n o g ra p h s  a n d  i s  a  p ro l i f i c ,  i n t e r n a t i o n a l l y  re c o g n i z e d
s p e a k e r,  h a v i n g  p re s e n t e d  i n  1 5  c o u n t r i e s .  He  i s  a  b o a rd  m e m b e r  o f  s e v e ra l  o r g a n i z a t i o n s  a n d  re c e n t l y  c o m p l e t e d
a  t h r e e - y e a r  t e r m  o n  t h e  S t a n d i n g  Ad v i s o r y  G r o u p  ( S AG )  o f  t h e  P u b l i c  C o m p a n y  Ac c o u n t i n g  O v e r s i g h t  B o a r d
( P C AO B )  i n  Wa s h i n g t o n  D. C . 

A L A N  N . S I E G F R I E D, f o r m e r  B i g  4  C PA  F i r m  Int e r n a l  Au d it / R i s k  Ad v i s o r y  S e r v i c e s  Pa r t n e r  a n d  d i re c t o r  o f  i nt e r n a l
a u d i t  f o r  s e v e ra l  o r g a n i z a t i o n s ,  h a s  m o re  t h a n  3 5  y e a r s  o f  g o v e r n m e n t ,  p r i v a t e ,  a n d  p u b l i c  s e c t o r  e x p e r i e n c e  i n
a c c o u n t i n g ,  i n t e r n a l  a u d i t i n g ,  r i s k  m a n a g e m e n t ,  i n t e r n a l  c o n t r o l s ,  i n f o r m a t i o n  t e c h n o l o g y  a u d i t i n g  p r o c e s s e s ,
g o v e r n a n c e ,  c o m p l i a n c e ,  o p e ra t i o n s ,  a n d  b u s i n e s s  p ro c e s s e s  a n d  s t ra t e g y.  Al a n  w a s  a l s o  a  c h i e f  a u d i t  e x e c u t i v e  a t
s e v e ra l  l a r g e  i n t e r n a t i o n a l  f i n a n c i a l  s e r v i c e s  o r g a n i z a t i o n s  a n d  w a s  t h e  a u d i t o r  g e n e ra l  a t  t h e  In t e r - Am e r i c a n
D e v e l o p m e nt  B a n k . Al a n  s e r v e s  o n  s e v e ra l  b o a rd s  a n d  au d i t  c o m m i t t e e s  o f  re g i o n a l  a n d  i nt e r n at i o n a l  o r g a n i z at i o n s .
He  re c e n t l y  c o m p l e t e d  s i x  y e a r s  o f  s e r v i c e  a s  a  m e m b e r,  w i t h  t h e  l a s t  t w o  y e a r s  a s  t h e  v i c e - c h a i r,  o f  t h e  U N I C E F
Au d i t  C o m m i t t e e .  He  h a s  b e e n  a  m e m b e r  o f  t h e  b o a rd  a n d  a u d i t  c o m m i t t e e  f o r  a  n o t - f o r - p ro f i t  h o s p i t a l  s y s t e m  f o r
t h e  p a s t  n i n e  y e a r s .  Al a n  i s  a l s o  a n  a d j u n c t  g ra d u a t e  p ro f e s s o r  a t  t h e  Un i v e r s i t y  o f  M a r y l a n d ,  S m i t h  S c h o o l  o f
B u s i n e s s ,  w h e re  h e  t e a c h e s  i n t e r n a l  a u d i t ,  i n f o r m a t i o n  s y s t e m s  a u d i t ,  a n d  e n t e r p r i s e  r i s k  m a n a g e m e n t  c o u r s e s  a n d
i s  p a s t  c h a i r m a n  o f  T h e  In s t i t u t e  o f  In t e r n a l  Au d i t o r ’s  ( I I A )  No r t h  Am e r i c a n  B o a rd .  Hi s  i n t e r n a t i o n a l  i n t e r n a l
a u d i t i n g  re s e a rc h  p u b l i c a t i o n s   h a v e  b e e n  t ra n s l a t e d  i n t o  m o re  t h a n  1 2  l a n g u a g e s .  S i e g f r i e d  i s  a l s o  a  2 0 1 5  i n d u c t e e
o f  T h e  I I A  Am e r i c a n  Ha l l  o f  D i s t i n g u i s h e d  Au d i t  P ro f e s s i o n a l s .

S U S A N  L . H U N T  i s  a  c o n s u l t a nt  w i t h  o v e r  2 0  y e a r s  o f  p ro g ra m  a n d  p ro j e c t  m a n a g e m e nt  e x p e r i e n c e .  S h e  h a s  w o r k e d
w i t h  s u c h  o r g a n i z a t i o n s  a s  T h e  In s t i t u t e  o f  In t e r n a l  Au d i t o r s ,  Q u e t z a l  G RC , T h e  C a v i a r t  G ro u p,  S t ra s z  A s s e s s m e n t
Sy s t e m s ,  a n d  l o c a l  g o v e r n m e nt  p ro g ra m s .  S h e  h a s  s e r v e d  i n  a  v a r i e t y  o f  m a n a g e m e nt  ro l e s  a n d  p ro v i d e d  p ro f e s s i o n a l
t e c h n i c a l  w r i t i n g  s e r v i c e s  t o  h i g h l y  re c o g n i z e d  c o m p a n i e s .

A NA N T  S A M PAT, AC A , L L B  h a s  h a d  m o re  t h a n  3 0  y e a r s  o f  e x p e r i e n c e  a s  a n  a u d i t  p ro f e s s i o n a l ,  e n c o m p a s s i n g  b o t h
e x te r n al  an d  inte r n al  au dit ing , in  In di a  an d  t h e  Unite d  Arab  Emirate s . Hi s  profe s s i on al  e x p e r i e n c e  h a s  pre d omin ant ly
b e e n  i n  t h e  t e l e c o m mu n i c a t i o n  i n d u s t r y  w i t h  a  s p e c i a l i z a t i o n  i n  t h e  p re a u d i t  o f  c o n t ra c t s ,  w h i c h  i n v o l v e d  a  re a l -
t i m e  d u e  d i l i g e n c e  o f  t h e  p r o c u r e m e n t  p r o c e s s  r e l a t i n g  t o  t e n d e r s ,  b i d  e v a l u a t i o n ,  n e g o t i a t i o n ,  a n d  c o n t r a c t
f i n a l i z a t i o n .  T h i s  c o n t ra c t  p re a u d i t  ro l e  d i f f e r s  s u b s t a n t i a l l y  f ro m  t h e  a u d i t o r ’s  t ra d i t i o n a l  ro l e  o f  a u d i t i n g  p o s t
e ve nt  c omp l e t i on / o c c ur re n c e . He  m os t  re c e nt ly  h e l d  t h e  p os i t i on  of  d ire c tor / qu al i t y  a s s uran c e / pro c ure m e nt , c ont ra c t s
a d m i n i s t rat i o n ,  w h i c h  e x p o s e d  h i m  t o  d e p a r t m e nt a l  d a s h b o a rd  a n d  k e y  p e r f o r m a n c e  i n d i c at o r  m o n i t o r i n g ,  s t rat e g i c
d e c i s i o n - m a k i n g ,  d u e  d i l i g e n c e ,  a n d  b u s i n e s s  p r o c e s s  r e v i e w s  a n d  a u t o m a t i o n  i n i t i a t i v e s  f r o m  d e f i n i t i o n  t o
i m p l e m e n t a t i o n  a n d  t h e  u s e r - s u p p o r t  s t a g e .
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Internal audit can be a key player in giving conf idence to a 

wide swath of stakeholders that the measures that are put 

in place to change culture and behavior are actual ly working.



includes enterprise risk management. One of
The IIA’s newer certifications, the Certifica-
tion in Risk Management Assurance, is clear
e v idence  of  t h i s  t rend . A long  t he s e  l i ne s ,
aud it s  of  gover n a nce  s t r u c t u re s  a nd  pro -
cesses, including organizational culture, is the
newest frontier. 

R e c e n t  c o r p o r a t e  g o v e r n a n c e  s c a n -
dals  and disasters  have contributed to this
shif t  of  fo cu s  as  t hey have  c aus ed orga ni -
zat ions  to  scr ut inize  and adjust  t heir  ow n
g o v e r n a n c e  s t r u c t u r e s  a n d  p r o c e s s e s .
Ensuring that  an organization has a  sound
gover na nce  s t r uc t u re  w it h  ef fe c t ive  a nd
et hic a l  p ol ic ies  a nd pr ac t ices , a long  w it h
decision-relevant information that is accu-
r ate , rel i able , a nd t i mely, is  c r it ic a l  to  t he
o r g a n i z a t i o n’s  s u c c e s s .  T h e s e  f a c t o r s ,
i nclud i ng  a n  emph a s i s  on  t r a n s p a renc y
a n d  a c c o u nt a b i l i t y, i mp a c t  t h e  o r g a n i -
zation’s reputation, stakeholder satisfaction,
and overal l  grow th and profitabi l it y. Con-
s e qu e nt l y, m ore  c omp a n i e s  a re  s e e k i n g
assurance that their governance structures
are sound and are often turning to internal
audit  for  help. The role  t hat  inter na l  audit
s h o u l d  p l ay  i n  t h e  p ro c e s s , h owe ve r, i s
divers e  a nd var ied bas ed on  t he  m atur it y
of  the function, its  independent status and
credibilit y, how seasoned the internal audit
professiona ls  are, the size  of  the f unc t ion,
the organizational culture, and the support
of  the Board and management in including
a  gover na nce  audit  as  p ar t  of  t he  i nter na l
audit  char ter  a nd m a ndate.

Boards, audit committees, management,
re g u l ators , employee s , a nd  sha reholders
are  a l l  a mong  t he  g roup  of  st a keholders

w ho  s e ek  a s su r a nce  ab out  t he  i n f -
ormat ion they use for strategic deci-
s i o n - m a k i n g  a n d  t h a t  a n  o r g a n i -
zat ion’s  gover nance system oper ates
effec t ively  to  achieve objec t ives  and
increase company profit  and grow th.
S ome  orga n i z at ions  do  t u r n  to  i n -
ternal  audit  for  such assurance, par-
t icu larly  t hos e  w it h  larger  a nd more

s ophist ic ated i nter na l  audit  f unc t ions . It
is, therefore, impor tant that  internal  audit
s eek s  opp or tunit ies  to  ident if y  a nd com -
munic ate  gover na nce  r isk s  a nd adv is e  on
b est  pr ac t ices  to  t he  appropr i ate  p ar t ies .
I n d e e d , e xe c u t i ve s , b o a rd s , re g u l at o r s , 
a nd i nvestors  s eem  to  have  t a ken  note  of
t he  i mp or t a nce  of  cu lture. Accordi ng  to

K P MG’s  U. S . C EO  Out lo ok  2017 sur vey,
8 1  p ercent  of  C E Os  a re  i nc re a si ng  t hei r
fo cu s  on  t r u st , va lues , a nd cu lture  to  b e
comp e t it ive  long - ter m . Fu r t her, reput a -
t iona l  a nd br a nd r isk  was  r ated as  a  top
r isk  by  CE Os  i n  2017, a lt houg h  it  did not
fe ature  as  a  top  r isk  i n  2016. 2

Despite the increasing need for internal
audit  to be involved in governance rev iews
a nd  aud it s , t he  a c t u a l  role  t h at  i nter n a l
audit  should play in this  process has yet  to
be formally defined. 3 Similarly, a  set  play-
book on how to audit culture does not exist
at this t ime, and therefore procedures must
b e  t a i l ore d  b a s e d  on  t h e  or g a n i z at i on’s
culture, maturit y, and appetite for improve-
ment, internal  audit’s  capabil it y and am-
bit ion, and suppor t f rom execut ive man-
agement and the Board. 4

Common Body of Knowledge Core
Report on internal audit’s role in
promoting and supporting effective
governance
As part of The IIA’s Common Body of Knowl-
edge (CBOK) global sur vey under taken in
2015, Ramamoorti & Siegfried co-authored
a repor t on internal  audit’s  role in organi-
z at i on a l  gove r n a n c e . 5 Sp e c i f i c a l l y, t h e y
noted that internal  audit’s  role in organi-
zational governance has become increasingly
impor tant in the wake of  the recent global
f inancial  cr isis  and the cont inuing spate
of  gover na nce  f a i lu re s  i n  b ot h  f i na nc i a l
and public sectors throughout the world.
Informed observers and commentators have
asked:
1.  “Where were the external  auditors?”
2.  “Where was the audit  committee?” and

more recently,
3.  “Where was internal  audit  in al l  this?”

The CB OK repor t draws on sur vey re-
sponses from internal auditors in 166 coun-
tries  to t ake stock of  the role  of  internal
audit  in the governance process and learn
how internal audit can better position itself
to  cont r ibute  to  ef fec t ive  orga ni z at iona l
g o ve r n a n c e . Ke y  f i n d i n g s  f r o m  s u r ve y
respondents include:
•   Only 4 out of  10 say a governance code

is  in place at  their  organizat ions;
•   In contrast, more than 6 out of  10 say

their  organizat ions have a long-term
strategic plan in place;
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ALONG THESE LINES,
AUDITS OF

GOVERNANCE
STRUCTURES AND

PROCESSES,
INCLUDING

ORGANIZATIONAL
CULTURE, IS THE

NEWEST FRONTIER.
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•   About 27 percent say internal  audit
conducts extensive rev iews of  organi-
zat ional  governance; and

•   Only 16 percent say internal  audit
conducts extensive rev iews of  their
organizat ion’s  strateg y.
Based on our rev iew of  sur veys and pro-

fessional literature on this topic, we believe
that internal audit is well positioned to pro-
mote and support organizational governance
and thus help achieve a  balance between
value creat ion (profitabi l it y and grow th)
and value preser vation (sustainable, long-
term performance). In our considered opin-
ion, governance rev iews give internal audit
the opportunit y to help prevent governance
failures and improve strategic performance.
Thus, it  is  cr it ic a l  t hat  we seek to  better
define the role of  internal  audit  in the gov-
ernance process and that internal  auditors
cont inue to adapt and evolve g lobal ly  to
take advantage of  these oppor tunt ies.

Culture underpins strategy, governance,
and risk management
One common underly ing factor that drives
value creation and value preservation efforts
is  organizat ional  culture. It  is  fair  to say
that organizational culture has a per vasive
a nd  c r it ic a l  i n f luence  on  orga n i z at iona l
success, achievement of  superior governance
outcomes, and the degree of  significance
or involvement of  internal  audit  in helping
achieve those outcomes. In other  words,
audit ing governance str uc tures  and pro-
ce s s e s  i s  i ncomple te  a nd  f u nd a ment a l ly
flawed if  appropriate attention has not been
given to considering organizational culture.
However, it  may be that  culture is  assessed
and evaluated in different ways: It  may be
integrated as par t  of  the audit; separately
assessed then factored into the overall  gov-
ernance audit; under taken in “l itt le  bites”
so as not to over whelm the people in the
organizat ion; and in par t icular instances,
even undertaken in an unobtrusive manner
to be most effect ive.

C once pt u a l ly  s p e a k i ng , we  f i rs t  ne e d
to  underst a nd t he  key  ter ms  t hat  are  rele -
v a nt  for  aud it i ng  c u lt u re  a s  h i g h l i g hte d
by KPMG par tner Tracey Keele in her 2017
AGA presentation.6 There is the “soft stuff ”
consist i ng  of  va lues , le adership, m i nds et ,
behav iors, informal prac t ices, and norms;

t h e  “h a rd  s t u f f ” c o m p r i s i n g  p ro c e s s e s ,
policies, and systems; and finally, “culture,”
def i ne d  n at u r a l ly  a nd  i nt u it ively  by  t he
long-time McKinsey & Co. Chairman, Mar-
v i n  B owe r, a s  “t h e  w ay  t h i n g s  a re  d o n e
around here,” that is, the impact of  the “soft
stuff.” 7

IIA President and CEO Richard Chambers
focused on organizat ional  culture in
his  2016 General  Audit  Management
Conference presentation titled “When
Culture is the Culprit.”8 He explained
that there are both hard controls  and
soft controls that can be audited when
the internal  audit  act iv it y is  look ing
at organizat ional  culture.

First, there are hard controls  that can be
audited to help improve organizational gov-
ernance:
•   codes of  ethics/conduct;
•   human resources policies  and proce-

dures;
•   other policies, rules, and defined pro-

cedures;
•   organizat ional  structure; and
•   defined roles, responsibi l it ies, and

authorizat ion levels.
Audit ing these hard controls  is  w ithin

our comfor t zone, and some internal  audit
functions do routinely conduct these t y pes
of  audits. Thus, it  is  of ten not difficult  for
internal audit to add some value to the gov-
ernance processes by audit ing these areas.
The challenge arises when significant judg-
ment must  be  used when tr y ing to audit
the sof t  controls.

In par t icular, it  is  inst r uc t ive  to  dr aw
attention to the late Peter Drucker, respected
management guru, who remarked, “Culture
eats strateg y for breakfast.”9 No matter how
well  thought out the strateg y is, i f  you do
not have a posit ive, healthy culture, or do
not consider the culture in your organization
to support strateg y, your efforts are unlikely
to succeed. Indeed, many business leaders
have underest imated the power of  culture
and failed in their strateg y implementation
b ec au s e  t hey  ig nored t he  orga ni z at iona l
culture’s  relevance and impact. Think ing
about “strateg y versus culture” is  posing a
f a l s e  d i l e m m a ;  i t  i s  n o t  a n  “e i t h e r / o r”
question. Instead, it  is  crit ical ly impor tant
that culture and strateg y are al igned and
work ing hand-in-hand. If  a  company pro-
posed a  new str ateg y that  dev iated f rom
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INSTEAD, IT IS
CRITICALLY
IMPORTANT THAT
CULTURE AND
STRATEGY ARE
ALIGNED AND
WORKING HAND-IN-
HAND.
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t he  cur rent  mo de  of  op er at ion , it  wou ld
require significant change in the employees’
thought processes and behaviors to translate
that strateg y into act ion. This significant
point has been reinforced in the 2017 update
to COSO-ERM, “Enter prise Risk Manage-
ment; Integrat ing w ith Strateg y and Per-
formance.”10

The meaning behind Drucker’s  quip is
simply that  we should not ignore culture
or take it for granted. Instead, we must plan
for it , recognize its  value as a  driver and an
e n a b l e r, a n d  m a ke  i t  wor k , p a r t i c u l a r l y
w h e n  a u d i t i n g  g o ve r n a n c e  s t r u c t u re s ,
processes, and pract ices.

Culture is  embedded w ith many intan-
gibles, including soft controls. Some of  the
sof t  controls  that  c an be audited to help
improve organizational governance include:
•   management and board competence,

philosophy, and st yle;
•   mutual  trust  and openness;
•   strong leadership and powerful  v ision;
•   high performance and qualit y expec-

tat ions;
•   shared values and understandings; and
•   high ethical  standards.

Rather disappoint ingly, these are areas
that most internal auditors lack experience
in audit ing and for which there are fewer

for m a l  to ol s  a n d  t r a i n i ng . As s e s s -
ments of  sof t  controls  tend to be less
analy t ical  and more inter pret ive. In
t h e  a b s e n c e  o f  a p p ro p r i at e  t r a n s -
parenc y and accountabi l it y metrics,

audit ing sof t  controls  can prove to be an
uphil l  task.

There are times when addressing culture
becomes urgent, particularly when the culture
has become toxic. The IIA’s 2016 Pulse of
Internal Audit Survey in North America asked
C A E s  h ow  t h e y  wo u l d  a d d re s s  a  “t ox i c
culture” in their organizations.11 The option
t he y  s ay  wou ld  b e  mo s t  ef fe c t ive  i n  t h i s
situation was “raising culture as a separate
topic with the board or audit committee.”
62 percent say this  is  a  ver y or extremely
effective way to address a toxic culture. The
weakest support went to “focusing on orga-
nizational culture issues in audit reports”
(21 percent), perhaps indicating the per-
spective that in a ver y dysfunctional env i-
ronment, issues need to be addressed at the
top rather than through the normal processes
of  auditing.

Final ly, it  is  impor tant to get  ever yone
on board and set  the appropriate expecta-
t ions for internal  audit  to perform gover-
nance audits. To achieve this, the follow ing
are recommended as good first  steps:
•   Communicate w ith senior execut ives

about their  v iews of  governance cul-
ture so that  the internal  auditors bet-
ter understand stakeholders’
expectat ions;

•   Develop trust  w ith the audit  commit-
tee, which w il l  a l low subject ive judg-
ments;

•   Find a champion who suppor ts audit-
ing organizat ional  governance culture;

•   Define the roles of  internal  audit  in
helping to improve organizat ional
governance; and

•   Consider incor porat ing governance
audit ing , including the audit ing of
culture, into the internal  audit  char ter.
We believe that if  these steps are followed,

it  w il l  be much more likely and possible for
internal  audit  to get  involved in effect ive
orga ni z at iona l  gover na nce  audit i ng  t hat
w il l  help prevent governance fai lures and
help improve the organizat ion’s  strateg ic
performance.

In  addit ion , b ot h  t he  gover ni ng  b o dy
and internal  audit  should recog nize that
organizat ional  culture is  a  key driver and
en abler  of  b ot h  succe s s f u l  p er for m a nce
and effect ive governance outcomes. Ty pi-
cally, business processes, internal controls,
and policies and procedures feature hard
controls, while organizat ional  culture, by
definition, is distinguished by many intan-
gibles and behavioral issues that necessitate
soft controls. However, auditing soft controls
has proven to be much more chal lenging.
Au d i t i n g  or g a n i z at i on a l  c u l t u re  c a n  b e
accomplished by conduc t ing culture and
ethics audits  using ethnographic sur veys
in a global  organizat ion. These audits  take
the pulse and temperature of  the organi-
zat ion w ith respect to assessing the health
of  its  culture and ethical  cl imate. 12

Organizational positioning, stature, and
credibi l it y  of  the internal  audit  f unc t ion
are also undeniably important in the context
o f  c o n d u c t i n g  g o ve r n a n c e  a u d i t s  a n d
rev iews. It is extremely important for CAEs
to excel  at  “relat ionship-building acumen”
and communicat ion sk i l ls  and be adept in

AUDITING SOFT
CONTROLS HAS

PROVEN TO BE MUCH
MORE CHALLENGING. 
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u n d e r t a k i n g  a n d  e xe c ut i n g  gove r n a n c e
rev iews and audits  competently. 13

Conclusion
D u e  t o  t h e  re c e nt  s e r i e s  o f  g ove r n a n c e
fai lures, the audit ing of  governance struc-
tures and processes has become a resurgent
theme in organizat ions around the world.
It therefore seems inevitable that both orga-
nizations and internal  audit  w il l  recognize
s t a keh ol der  e x p e c t at i on s  a n d  g r a du a l l y
expand the scope and range of their activities
to include culture as  an integ ral  element
of  t h e  au d it i ng  pro c e s s . L o ok i ng  to  t h e
f ut u re , a s  orga n i z at ions  come  u nder  i n -
c re a s i n g  p re s s u re  t o  d e m o n s t r at e  t h e i r
com m it ment  to  i mprov i ng  s t a nd a rd s  of
behav ior (for  example, consider the over-
s i g ht  role  of  t he  Fi n a nc i a l  Conduc t  Au -
thority with respect to the financial ser vices
industr y in the U.K.), internal  audit  can
be a  key player  in g iv ing confidence to a
wide swath of  stakeholders that the measures
that  are  put  in place to change culture and
behav ior are actual ly work ing and that the
tone from the top is appropriately reflected
at  a l l  levels. 14 Our answer to the quest ion
posed by this  ar t icle  is  an emphat ic  “Yes,”
a nd  a ny  gover n a nce  aud it  t h at  do e s  not
natural ly  evaluate  organizat ional  culture
is  incomplete.

In par t icular, we surmise that  there w il l
be an expansion of  the tradit ional  back-
ward-looking financial reporting emphasis
and reliance on external  audits  to include
a  for w a rd - l o ok i n g  p o s i t i on  fo c u s e d  on
strategic operational and performance data
that will increase the involvement of  internal
audit  for  more  ef fec t ive  monitor i ng  a nd
governance oversight. The emerging future
gover n a n c e  l a nd s c ap e  pre s ent s  e xc it i ng
opportunities for internal audit to add value
b y  c o n d u c t i n g  g o ve r n a n c e  a u d i t s  a n d
rev iews, audit ing hard and sof t  controls,
a nd promot i ng  a nd supp or t i ng  ef fec t ive
organizat ional  governance.  n
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