
A STt DY ON F^CTORS lNt l-lrIINCIN(; Or_ TlIli
I]IIlrCTIVE\ESS OIi IN'I'!]RNAL AIDI'I'ING PI{'lCTICES

.\I\ION(: PRIVA'I'I.] AND STATf, t}ANKS IN THE EASTtrRN

PROVIN(lF, OI, Slll LANKA

KIRIJSIIAvI'IIINI

suLnitlod to ti. frcultt of Conbercc and Nl,nNgrnonl, 9Ntern trnilcrri\_,

\'i I .nLn .,!,r n;a'rl lulfillm. nr ol rhr nqu rcmrnr 'n trr.l'elor of a o'n1" ni

\8.. T)Dcgnr nrvgrrmm.

:

t*l ililrul|"dfil[|dil]lil

I)cpartncnt of Commerce

Fx.ult] oI Commerrc.nd \t.nxg

Frsr.rn l nivcrsit\. Sri l-.nk

,

2015



ABSI R^CT

Th$ $ulI invcslilrtd rlre li.r.s rnlldcnciog o' tbe 'f"rnenc$ ol iorcnrl

)uritir! pn.riccs amons both prnat rnd irte b'nks Ln rlic Easl'm pl(\trcc Th'

ob-c.rives ol thir dudy is u fitrd oullhc lelcl tlnmle"c oinan'semcnl nrppod '

andnl.g nalfs roJnpelenr! xrd ind.pcDde.cr oiiD(cmala it LLnn and cvalurte dr

lc\el ol .ifeclrveo.ss or nr.aral ludiiDs Fa'1ices a'ore Lroth trilarc xnd iare b'nk

Thc nud) e ipLols cr$s sec(ioml surl'cr i ro'ducrcd 
'dror! 

(hc sanlplc ol120

Lntniil ludnnrs drft's (ulc.naL auJnors lnd incrul "r"l olticeriJ {ho !t

.turdomly scLectcd iiom thc li$cm pLovrnc'' Oah llcrc roll"led throrlh thr

,ldc$ion.ancs a.d Sla(i$,.al lerh.iques \u'li 's d'scriDirrc corelatior rnd

.c!res\io. rYere rscd mJd rhe Linna xk anxllss. { ros T$trla nr analvsir' and

8n analc.naL) sis renrc.livcLy

The lindnr! olthis srldy rcre.ll lhal llre ellc.lire'3s ol irnenral aud nrs prrliccs is

d lrieh l€vcl amo.g !ri!!rc dd sla'e banks Th're is a sienilicdt nrc's rositive

.oiicbtnm bellsc manrltncnt suruon and drc elltctilcress 'l nnenul a!dili'!

pndicds anong Qle brnks CoNid.ri4lhe i.rlepend'rct ol i2gLnal rddn uit a d

-rhe ellccti\e.e$ df inlornal aJdni.s pncticcs. ther is se'k posnir' 
'otrelxrion

bc(rccn iho\. varilblchtnong P.ivate baoks. fu h'r' thsr€ is posihvc nnnrd oirhe

vdiables nnalemcrt supn.d rd ndcpende'cr or iircln'lj,Ndir uril on ths

cllecli\..csolinlciDalrLJiririsDrx.licllurotsalltLEivr'e4.d511'ba {snthc

i
t.

, . itr '' J t '"t t I t'

'J i 
' dr' gb o



i

j

5

6

6

8

9

l- Ch.pt€r01: l.l.oductio'

] l Back3round ofthe $udy

I2 Statement ol problen

1l Reseech quc$ions

1 ,l Objecrives ofthc sludy

1.5 Scopeofthe study .

1.6 Sicnifi.drc ofde (ud,.

L7 Summar-a i
2,Chapl€r02: Lilerrlure rer ie*

2.l lntoduction

2.2 Defini$on ol inlernal audit

l

2

l

'\.. i.

"!
2 2 I Evohtionoliniernal audirins

2 2 2 Objecliles and turciions of intcaral auditi.e

2.2.1 Intemal audirine a.li!itics

2.3 lntenal audit nndion dd ndagcnenr

2.3.1 Manasencnt suppon io lhe ol€s olinlemal audiL

2.l.l.l Hmm res.ur.es poli.y



2 4 Auditjng $att's cornpetency

2 5 lndepen.lency orintemal audn unn

2 6 lntenal ludil ellecrivenes

2.6.I Quality of audit suk

3. Chnpter03: Conceplunl rnnevo.k lnd Operriionrlizdtion

3 2 Conceplualizlior

1). -r -11 
r c a o' o, rc, 

'i.c' 
p .f' erd J d' ' gpd ..

I 2.1.1 Maagcmenl Suppon

I
li

2l

21

22

2i

24

28

2S

29

3t

t2

t3

I2.1 2 ArdilinC staFs comperency

3 2.1I lndcpc.dcncy olintenalaudit hn

1.2 2 Elfecliveness oi,nlemal audiring practices

1.3 Operalionaliarion

4. Chapter04: MethodoloEr

4.2 Study seuidg. srudy design andmerhodolsrudy . .-^ r' '- i.4l Srmi r si7. ind rrrn.u.rl-: -"-" *' i -r
4.4Mcrhodoidatacollecrio. ,." 

' 
1

Idrvr, odol ,...Lr.qr, ,r, . /e ..'. ro.Ie 4.. .r n.n.a
P di rr pa i..

4 5.1 Metbod ofneandns lhe pesoml infornation olnncnal arditos

4.6 Method oldata aMllsh and eraluation

4.6.2 Dechion rules aM melliod olinterpetations

,1.6.1 CLos rabulalion analysk



4 6,1Bi!riate analysis

46,1 I Corelllions anllysh

4 642 S,nrple regressiotr analysis

4 64 3 Multiple resessions aralysh

5. ChrDter05: Dntn prese.lalion,nd rnrlvsis

5.2 Analysh of reliabilily of $c id$rumenls

5 :l Univdiaie dalysk

5.1.1 lrequency dhlribution,nallsis olrcspondens by thenFcsonal Folile

l4

16

71

11

i7

5.3 l.2Age

t9

i9

1l

45

s 3.2 Freqlen.ydisL buiion anallsh ollcvcl olinnuencing

cfc.li!cllls or.i.lema\ &dning pracrices

50

5l

5.3 2.1 Maragement suppon

5 I 2 I 4udnjnA 5kii's comDeren(y

5.1 2I tn4pLndenl) nr inremr rud r qrlr'

5I2; EAlciiven*s of inrernal ardirine piacrices

:y

5l.i Le!€l ollnlluencinafaclors md c ffc.lilcncss o I i n;nd audilins

5:l.i I Management suppofi

5I3 2 Auditing slaif s conperenc y

5 1.3.1 Independencr ofinleiral auditDit

5 :l I .1 ElTe clivene s of nrtcijra I aud itinC pracri cc s



j 5 Crxs rabularion ,nallsis

j 6.l.onelaLions maltsis berwee.

inlemal audi ting pncric es

,nf 'pn.lnr ld.r .nl .lr'..r, v.n.s( ol'

52

52

5l

5.1

54

56

' 6 l l v r,E" r ' n . .Fp. 
' 
d d ii \'r.o ' rd roi !t'd "

5.6.1.2 Audilins stafs compelency and efectiveness ol

5.6.1.1 Independenc) of inlenal audil unit and effectileness

1.6.2 L MaDggnctrsuppo(

i.6 I 4 Coftlation benvee. i.ll!en.i.g lacto$ and eLecli!€ne$ ol'

Intemal aud n,n g prrclice s

5.6.2 Sinrple Fgression anallsis olinflueNins facroB and efectiveness

ol intcmal auditing Factices

56

58

58

5.6.2 2 Auditins stffs conpelency , .1,

'o I'aep. 
'dP'

'.6. Vf pF r.q.- ior

.e;.rr'a,oi nA p,&ri.e 
" 

I'a

06 Ch,prer06:Dncursion

6.2 Dlscu ssion on Level of nrfluenc ine faclots o n cfcctivcncs o I i ntc mal

a!ditins pnclices



6.2 I I ovBl oJ ma.rlemenlsuppod

6 2.2 L.\cl of ardiling Mlls..mrelency

6 2.1lclcl oiiMcp.ndcncy.ai.rcm,l rldit u.it

6 2.1 L€vel ol inlluercirg lactos

6.1 Dis.Nsnrn ler€l ol eJlecti!enes olintenal audithe pra.liccs

6.4 DicNsi.o.o le\el!l irnlue.ce oi &clor on effectilcncs olnnemal

64I Discusion or Corclaliors turalvsn

66

68

a7

6t

7:t

64I L Manalement suppod

64 I 2 ALdihn!staffscompetencv

6..1 I I lndeFnde.cy olinlemal audil unil

6.4 2 Dis.ussion.n Srnrple regression analysis

642I ManaAemenl suppon

642 2 Aud ir8$affs comperencl

6.! 2l lndrncnLlen(- ninkmJl"udi !nir

6..1 I Dis.usion or NlulliFlc rce.csi..a"alFir

7. Chrnkr0l:6onclueons

7 2 C.ocltrsion and re..mn,cnd?ri.i(

II Lnnihfiins olrh€ nud' lrd suggesrion lor furrc nudics

7,r l.flicarion.l re {udy

':

,i



Apt|ndii I 71)

Prnl 80

l,crsonalinlo.nrnor 80

Pln lt lll

R.s.nr.| nrbrnixrion lll

]\oNddi\ ll lll

lh.oupurllrhernrlrss 8r

t,


