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ABSTRACT 

The purpose of this study is to determine the roles of internal and external audits in corporate 

governance structure. This study was conducted in ten hotels in Ho, the Volta Regional Capital. 

In this research, the stratified sampling method was used in attaining the sample size by 

concentrating on the various units of the selected Hotels for the study. This enabled the researcher 

to highlight differences between groups in a population which ensured different views obtained on 

the subject matter and also allowed for 100% response rate. The research design used was mixed 

method. Qualitative and quantitative data were analyzed by using the Statistical Package for the 

Social Science (SPSS). Chi-Square Test was performed to establish whether there is a relationship 

among the variables understudied with a null hypothesis of corporate governance which is 

independent of internal and external audit. The results of the analysis show that the significances 

of these tools are clear as these tools coordinate in providing assurance, enhancing and improving 

internal control systems, risk assessments and management, enhancing financial reporting, 

ensuring funds are spent as expected as well as enhancing good corporate governance by providing 

oversight, foresight and insight roles in relation to compliance to law and regulations both internal 

and external. It was also found that, even though management is aware of these significance and 

the expectations of stakeholders, they are reluctant to acquire and use these services. The internal 

and external audits as demonstrated in this study are two other tools that can help to protect these 

investments when acquired and allowed to function as expected. If management is reluctant of 

acquiring these services, it could me that either, they are not fully aware of the significance these 

tools bring or they intentionally do not want to use them because of their own personal benefits. 
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CHAPTER ONE 

INTRODUCTION 

1.1 Background to the Study  

Until recently the growing concern about the need for greater transparency and accountability in 

the management of corporate bodies (such as hotels) could not be over emphasized. There is the 

need for focus on good corporate governance practices, internal audit, and external audit. Recently, 

the performance of auditors has undoubtedly fallen short of the expectations of stakeholders and 

the public at large despite all the well-developed regulatory frameworks such as national laws, the 

GAAP, the accounting concepts and conventions, the international standards and other 

international issues, leading to litigation issues raised against some audit firms for instance KMPG 

and PWC. Current happenings in the Ghanaian banking and financial industries have questioned 

the significance of audit works in organizations. Audit firms have been questioned as to the 

relevance of their work as independent “policemen” and watchdogs to sniff or sense any 

problem(s) and report on them as well as express opinion on the performance and position 

statements of the organizations they work for. Many hotels have collapsed over the years due to 

mismanagement, for instance Meridian Hotel at Tema, Ambassador, Continental and Star Hotels 

in Accra, the Atlantic Hotel in Takoradi and City Hotel in Kumasi and those that still exist are just 

skeletons of their former glories and others that were not out in the news.  

 

Also, at the beginning of the year 2000 saw major corporate and accounting scandals resulted in 

collapses of companies like Enron, WorldCom, Ahold and Parmalat (Lakis & Giriunas, 2012, p. 

146). These shook investors’ confidence and resulted in the tightened laws in the form of Sarbanes-

Oxley Act of 2002 and many other regulations, recommendations, and legislation around the 
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world. However, tightened regulations are not impermeable as the recent fraud cases such as ABB 

in South Korea of $100 million; Konecranes in one of its subsidiaries of 17 million €  in 2015; 

alleged bribery cases of Caverion in Germany and of Shindler in China or internal audit scandal 

of Toshiba (Revill, 2017, Business Insurance, 2015, Caverion.com, 2016, France-Presse, 2015 & 

Bhattacharyya, 2015) proves. Such cases resulted in damaged reputation, financial losses and loss 

of trust for the management of companies. In order to assure shareholders and to manage those 

risks, companies increased their interest in internal control and internal audit, corporate 

governance and external audit. “Internal Audit’s objectivity, perspective, and skills can assist 

stakeholders and provide valuable insight” (McDonnell, Kinsella & Healy, 2017, p.1). “Internal 

control is recognized as a key corporate governance mechanism and disclosure of information 

about internal control systems is viewed as a significant component in the process of restoring 

public trust in corporate probity in the wake of financial scandal” (Spira & Gowthorpe, 2008, p.5). 

The primary mission of the external audit is to provide an independent opinion on the 

organization's financial statements and its main objective is to make the independent auditors to 

confirm assertions made by those charged with governance through Financial Statements and 

information that these information prepared by those charged with governance are true and fair in 

all material respects, and whether those financial statements and information are prepared, in all 

material respects, in accordance with an applicable financial reporting frameworks. 

 

Berle and Means, (1932) suggested that the separation of ownership from control as a result of 

entity concept which lead to agency theory, produces a condition where the interests of owners 

and ultimate managers may, and often do diverge, and where many checks which formerly 

operated to limit the use of power disappear. It carries the risk to investors that management, will 
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misuse the resources entrusted to them and act in their own self-interest, even if it is detrimental 

to the shareholders (Jensen & Meckling, 1976). These risks are better managed within the 

framework of corporate governance through accountability mechanisms such as financial 

reporting, internal control and auditing (internal and external audit). The importance of corporate 

governance cannot therefore be overemphasized given the fact that shareholders typically face the 

problem of moral hazard and adverse selection in the face of separation of ownership and control 

(Berle and Means, 1932).  

 

Despite the well-developed literature on corporate governance, the role of internal and external 

audit on firm performance in the developed economies and lately developing countries such as 

Ghana (see Kyereboah-Coleman, et al., 2005), empirical literature on the role of internal and 

external audit in corporate governance practices of the hospitality industry for instance hotels 

remains very scanty. Most empirical literatures in Ghana have considered only listed companies 

and some SMEs but the hospitality industry is currently not captured by the Ghana Stock Exchange 

industry classification because none of the firms listed is in the hospitality industry. 

 

In addition, the hospitality industry is being packaged by the governments of Ghana as the next 

major source of foreign exchange earner for the country. Given that little scientific study has been 

carried out in this area to ascertain the industry’s governance practices and the role internal and 

external audit play and also coupled with the fact that it is not one of the industries highly regulated 

by the government like the financial services industry, this study seeks to ascertain as per the 

governance practices of the hospitality industry (hotels), the role internal and external audits play 
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in this governance practices. It also seeks to pave the way for the interest of other researchers to 

look at studying into this topic further.  

 

This study is theoretically founded on two main theories; namely the agency theory and 

institutional theory. The agency theory describes the relationship between contract parties under 

which one or more person(s) (principal(s)) who is/are the economic resource owner(s) engage 

another person (agent) who is charged with using and controlling these resources to carry out some 

services on their behalf, which involve delegating some decision-making controller to the agent. 

However, this theory proposes that such kind of relationship between the principal and the agent 

is not very firm for some reasons for instance the agents may not be trusted to take the best action 

because they can act in their own interests and they usually have more information than principal 

leading to information asymmetry. Thus, different internal and external corporate governance 

mechanisms have been suggested to limit agency problems and costs and make an approach 

between the principal’s interest and agent’s interest simultaneously. Moreover, separating 

ownership from management functions such as controlling corporate resources can cause a lot of 

conflicts. Mainly, the manager could misuse the company’s resources. Accordingly, Internal Audit 

Functions (IAF) and External Audit Functions (EAF) assist the board of directors and audit 

committee to reduce agency conflicts through monitoring and supervising both, the top 

managements and the internal control system. 

On the other hand, the institutional theory highlights the importance of organizational structures 

in terms of conformity to rules and social accountability. Practically, the board of directors plays 

two primary roles in developing the organizational structure and performance of companies. First, 

the board of directors establishes linkage between the company and the external environment. 
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Secondly, it assists IAF and EAF to oversee the management and administrative procedures that 

lead to the company’s performance. 

Respectively, the combination of these two theories would be helpful in better understanding of 

board functions and companies performance. As the agency theory encourages boards to improve 

company’s performance through corporate governance and monitoring principals, the institutional 

theory emphasizes the significance of administrative practices and adherence to regulations to 

improve the organizational effectiveness. This will help the researcher to examine the roles of both 

internal and external audit in the structure of corporate governance. 

 

1.2 Problem Statement 

Risk is inherent in the decisions that an organization takes to manage and run its business and in 

the business processes established to assist in the achievement of its business objectives. The 

economic slowdown in recent years; and the various fraud, related bankruptcy and poor 

performance of business institutions have led Board and Audit Committees to leverage on both 

internal and external audit functions to mitigate a wide array of risks that they face. Internal audit 

and external audits are two of the important tools for management to confirm and verify the 

compliance of administrative units in the financial and administrative policies, legislatures, 

financial and administrative systems and the adopted public policies.  

 

Internal audit does play an important assurance role in an organization’s governance processes, 

particularly in the area of risk management and control. Internal Audit is expected to contribute to 

the continuous improvement of strategies of an organization without impairing its objectivity and 

independence. The Internal Audit Role involves providing guidance and expertise in areas 
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including but not limited to corporate governance, Enterprise Risk Management (ERM), Fraud 

Policies, and prevention, Information Technology Systems in addition to the traditional area of 

internal controls. As a result of the broad scope of audit, internal audit is now required to highly 

educate, and have increased knowledge and expertise. 

External audit on the other hand is an integral tool for the enhancement of the quality of financial 

reporting and part of the external control system of organizations. This is because the external 

audit provides a yardstick to which the various reports of organizations are measured. The 

importance of external audit system cannot be underrated, since organizations have recognized 

external audit function as a tool complimenting internal audit for ensuring effective workings of 

the control system. Okolo, (2001) describes external audit functions as an aspect of control 

mechanism, within a business, manned by specially assigned professionals. 

In the past, ownership and management of businesses were joint in the sense that the owners of 

funds were often the managers of such funds and decides for themselves the various organizations 

into which these funds were to be channeled. This was possible then since most of these 

organizations were in small scale (sole proprietorship) activities. But as a result of growth and 

expansion in the business world as well as the advent of specialization, it became impracticable 

for the owners of businesses to manage such businesses partly because of the rate of specialization 

required as well as the sophisticated nature of modern management practices. As a result, owners 

of funds relinquishes the management of such funds to people specialized in the act of modern 

management. This, however, gave rise to the problem of reporting since as custodians, the 

managers have to give reports of their stewardship to the owners of these funds. The shareholders 

on their own need not take the managers at their words; they therefore need verifications by an 

independent third party on the truthfulness and fairness of such reports and also to ascertain if such 
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reports conform to the International Financial Reporting Standards (IFRSs) or the regulatory 

frameworks they were prepared to conform with. More so, as a result of globalization, it is now 

possible for investors all over the world to contribute their funds into a pool to be channeled into 

organizations irrespective of geographical borders. Therefore, the role of the external audit became 

very important as it serves as both a watch dog and a standard to which reports are provided in a 

way to meet the reporting needs of the various investors. However, the role of external Audit in 

enhancing the Quality of Financial Reporting in Ghana has not been fully taped. This could be 

seen in the numerous cases of errors, intent to defraud and other fraudulent acts that exist in most 

organizations. It is therefore, no wonder that the distress in the banking sub-sector in the recent 

times reflected lack of effective control mechanism of the audit functions in the industry.  

Corporate entities in Ghana have played down on the USA experience which energy giants 

crumpled down due to ineffectiveness on the part of auditors. In recent times, banks, hotels and 

other institutions have experienced bankruptcy and liquidation due to abysmal corporate 

governance as a result of negligence in the role internal and external audit of the various 

institutions. It is perceived that the inefficient and ineffective corporate governance among other 

things was mainly the cause of and poor internal and external audit practices due to lack of 

independence has led to the abysmal performance of the corporate entities.  

In a study to investigate the effect of corporate governance practices on firms’ performance, with 

a special reference to the Indian tourism sector by Yameen, Farhan, and Tabash, (2019), among 

the findings it shows that board of directors’ composition; board of directors’ diligence; audit 

committee’s composition; and audit committee’s diligence have a negative impact on the 

performance of Indian hotels. The study uses a panel dataset of 39 hotels listed on Bombay Stock 

Exchange (BSE) for the period from 2013/2014 to 2015/2016. The ordinary least square regression 
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model is run for estimating the results. This indicates that there is a relationship between corporate 

governance practices and performance. 

Also in a study to examine the governance practices of the hospitality industry in Ghana by 

Godfred and Eunice, (2009) the study, compared the governance practices of two sets of hotels (3-

star and 4-star hotels) within the context of best practices around the world. The study adopted a 

comparative case study methodology by comparing the governance structures of 3-star and 4-star 

hotels. This was meant to ascertain whether these classes of hotels exhibit different or similar 

governance practices. The findings revealed that governance practices did not meet best practices 

around the world. Even though, the corporate governance practices are in line with the provisions 

of the Companies Act, lapses are widespread reflected in board composition and board sub-

committee (audit committee) to account of other procedures that depart from international best 

practices. This raises serious concerns which must be addressed if the hospitality industry is to 

offer the needed boost to the economy of Ghana. The originality of the paper lied in the fact that 

it was considered a unique sector often neglected by researchers in Ghana and also within Sub-

Saharan Africa. It is against this background that this study seeks to empirically investigate the 

roles of the internal and external audits in corporate governance practices.  

1.3 Research Objectives 

The aim of this research is to investigate the roles of internal and external audits in corporate 

governance structure in the hospitality industry looking at hotels in the Volta Region specifically 

Ho. In order to achieve the preceding aim, the following objectives will be examined based on the 

data or information obtained during the studies: 

1. To investigate the roles and see whether the internal and external audit functions are seen 

as important and value adding function to the organization’s operations; 
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2. To investigate whether internal and external audit functions really can enhance good 

corporate governance; 

3. To investigate the expectations of external stakeholders in regards to internal and external 

audit.  

1.4 Research Questions 

This research sought in providing answers to the following questions: 

1. What are the specific roles internal and external audits play in corporate governance that 

are important and value additions? 

2. What expectations of those charged with governance when met by the principles of 

auditing, enhance corporate governance? and 

3. What missing link exist relevant to meeting transparency and accountability which has not 

been considered by stakeholders which make the stakeholders reluctant to acquire these 

services?  

1.5 Scope of the Study 

The study was conducted to assess the roles of internal and external audits in corporate governance 

structure in selected hotels in the Volta region, namely, SkyPlus Hotel, Volta Serene Hotel, 

Chances Hotel, Africa Hill Resort, Stevens Hotel, Freedom Hotel, Phil Plaza Hotel, Lawnia Hotel, 

Tarso Hotel and Work and Happiness. 

This study is limited to investigating the roles of internal and external audit in corporate 

governance structure in Hotels. It is a case study approach of some hotels in Ho in the Volta 

Region. The study has not look at other mechanisms that can equally play significant roles in 
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corporate governance structure such as caliber of management team, the policies being 

implemented, ethics, etc.     

1.6 Significance of the Study 

This research is t o add t o existing scanty literat ure and g uide  other researchers int o areas which 

they can expl ore. It is als o t o help p olicy makers t o f orm ulate impr oved p olicies in the areas  of 

g o od c orp orate g overnance, amend any practices ca using d o ubt  on and preventing the realizati on 

 of the p urp oses  of internal and external a udits r oles in the h ospitality ind ustry especially the 

h otels and als o help management  of the this ind ustry  understand and implement p olicies which 

will help the f ull realizati on  of the benefits  of g o od c orp orate g overnance practices, especially 

n ow that g overnments are p utting in place p olicies t o revamp this ind ustry in Ghana. 

	

1.7  Organizati on  of the St udy 

The st udy is str uct ured int o five chapters. Chapter  one is the Backgr o und t o the st udy and it 

entails Intr od ucti on, Backgr o und t o the st udy, Pr oblem Statement, Research  Objectives, 

Research Q uesti ons, Sc ope and Limitati ons  of the st udy and Significance  of the st udy and 

 organizati on  of the st udy. Chapter tw o is Literat ure Review. This chapter presents a text  of a 

sch olarly paper, which incl udes the c urrent kn owledge incl uding s ubstantive findings as well as 

the oretical and meth od ol ogical c ontrib uti ons t owards the st udy. 

Chapter three is Research Meth od ol ogy. It entails a systematic pr oced ure  on the ch oice and rating 

pertaining t o all decisi ons in planning and implementati on  of strategies that was ad opted t o c ollect 

data and  undertake analytical aspects. Chapter f o ur is the Disc ussi on and Presentati on  of maj or 

findings. This chapter presents analysis  of data gathered fr om resp ondents and established it 
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relati onship with the st udy. Chapter five presents the C oncl usi ons and Rec ommendati ons. This 

chapter entails the researcher’s c oncl usi ons  on main findings and rec ommendati ons. 
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CHAPTER TW O 

LITERAT URE REVIEW 

2.0.0. Intr od ucti on 

Chapter  one  of this st udy described the research pr oblem,  objectives and q uesti ons t o answer, 

am ong  others. The aim  of this chapter am ong  other things is t o pr ovide a c omprehensive insight 

int o the the ories and related empirical st udies  on the c orp orate g overnance practices, r oles  of 

internal and external a udits and the imp ortance  of these r oles in c orp orate instit uti ons. 

The chapter first presents literat ures  on the c oncept  of c orp orate g overnance and their 

c ontrib uti ons  or significance t o adding val ue t o  organizati on  operati ons. The r oles  of b oard  of 

direct ors in c orp orate g overnance as well as principles  of g o od c orp orate g overnance. Sec ondly 

the chapter presents literat ures  on the c oncept  of internal and external a udit in general and its 

c ontrib uti ons t o c orp orate g overnance. The r oles  of internal and external a udit then the 

significance as well as impacts  of these r oles  on c orp orate g overnance.  

C orp orate g overnance is the applicati on  of g overnance principles and val ues t owards directing 

effectively and efficiently c ompanies affairs in  order t o give a balanced interest t o stakeh olders. 

F or this t o be achieved c orp orate g overnance needs t o incl ude effective internal c ontr ol systems 

(s uch as p olicies and pr oced ures) as well as  oversight and independent checks t o direct 

management t o serve the specific needs  of all stakeh olders th o ugh all stakeh olders cann ot be 

satisfied eq ually beca use  of the differences in their stakes. Internal and external a udit, an 

increasingly relevant t o ols aim t o streamline internal c ontr ols systems in  order t o add val ue and 

safeg uard assets (investments) in c urrently rapidly expanding gl obal b usiness envir onment and 

has garnered rec ogniti on t o the effect  of its inval uable significance t o b usiness  operati ons.  
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The internal and external a udit literat ures have gr own s ubstantially since the passage  of Sarbanes-

 Oxley (S OX) Act  of 2002 which mandates rep orting  on the effectiveness  of Internal C ontr ols in 

an  organizati on  over Financial Rep orting by c ompany management and a udit ors as well as 

Internati onal acc o unting and a uditing standards. Internal and external a udit have significant r oles 

in the achievements c orp orate g overnance seeks t o achieve. Hence the q uesti on is what are these 

r oles? 

2.1.0. C orp orate G overnance 

2.1.1. The C oncept  of C orp orate G overnance 

In Ghana, C ompanies are reg ulated by the C ompanies Act, 1963 (Act 179), s o the Legal and 

reg ulat ory framew ork f or c orp orate g overnance hinges  on the C ompanies Act. The C ompanies 

Act incl udes general pr ovisi ons relating t o the  organizati onal framew ork  of all c ompanies, b oth 

p ublic and private, as well as special pr ovisi ons f or p ublic c ompanies  only, relating t o invitati ons 

t o the p ublic f or the acq uisiti on  or disp osal  of listed sec urities, standards f or financial rep orting, 

pr oced ures f or app ointing direct ors, etc. The Sec urities and Exchange C ommissi on  of Ghana in 

2010, established the Ghana C ode  of Best Practices in C orp orate G overnance which pr ovides 

c orp orate g overnance g uidelines f or the reg ulati on  of listed firms  on the Ghana St ock Exchange, 

even th o ugh it is n ot mandat ory like the pr ovisi ons  of the C ompanies Act as well as discl os ure 

 obligati ons and financial rep orting standards f or listed c ompanies. There are  other ind ustry-

specific reg ulati ons s uch as the Banking Act, 2004 (Act 673) and the Ins urance Law. The 

Sec urities Ind ustry Law, 1993 (PNDCL 333) as amended by the Sec urities Ind ustry (Amendment) 

Act 2000, (Act 590), which als o pr ovides am ong  other things f or g overnance  of all st ock 

exchanges, investment advis ors, sec urities dealers, and c ollective investment schemes licensed 
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 under the Sec urities & Exchange C ommissi on (SEC). Als o in additi on t o the ab ove s o urces  of 

reg ulati on/g overnance, there are  other v ol untary c odes  of g o od c orp orate g overnance incl uding 

the Ghana C orp orate Man ual, Instit ute  of Direct ors (Ghana) C ode  of Ethics f or Direct ors and 

the Ghana B usiness C ode.  

 Other than the C orp orate G overnance C ode, c ompliance with the vari o us laws and reg ulati ons 

relevant t o listed c ompanies is strictly c omp uls ory; s ubject t o certain special circ umstances when 

waivers in respect  of s ome specific pr ovisi ons  or req uirements may be granted by the appr opriate 

s upervis ory b ody  under c onditi ons imp osed by the s upervis ory b ody. C ompliance with the 

C orp orate G overnance C ode is entirely v ol untary, and listed c ompanies are n ot  obliged t o 

explain their reas ons f or n ot c omplying with the best practices identified therein. 

The H otel Pr opriet ors Act  of 1956 defines a h otel as “an establishment held  o ut by the pr opriet or 

as  offering f o od and drink and, if s o req uired sleeping acc omm odati on with o ut special c ontract, 

t o any traveler presenting himself wh o appears able and willing t o pay a reas onable s um f or the 

services and facilities pr ovided and wh o is in a fit state t o be received”. Theref ore, by c omm on 

law a h otel m ust  offer f o od and acc omm odati on t o its g uests; b ut it m ust als o ass ume a liability 

f or the pr operty  of g uests, c onf orm t o p ublic health and safety reg ulati ons, and pr ovide a high 

standard  of cleanliness and sanitati on.  On the  other hand, a resta urant c overs a br oad range  of 

f o od service  operati ons. The term c omes fr om the French w ord resta urant, meaning “rest orer  of 

energy.”  In the mid-1700s resta urant is described as p ublic places that  offered s o up and bread. 

T oday, acc ording t o Barr ows, P owers, and Reyn olds, (2012) any p ublic place that specializes in 

the sale  of prepared f o od f or c ons umpti on  on-  or  off-premise can be described as a resta urant.  
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T o ens ure that h otels and resta urants in Ghana c onf orm t o their mandates, the Harm onized 

Standards f or Acc omm odati on and Catering Establishments in Ghana was f orm ulated in 2004. 

F oll owing its intr od ucti on, the general standards g overning the  operati on  of acc omm odati on 

establishments, c ontained in the L.I. 1205 (Acc omm odati on and Catering Enterprises 

Reg ulati ons, 1979), was revised, taking int o c onsiderati on the new areas, which have been 

intr od uced as well as inp uts fr om the relevant trade ass ociati ons. The c ombinati on  of the existing 

standards with the EC OWAS Standards has res ulted in the set  of standards prescribed in The New 

Harm onized Standards f or Acc omm odati on and Catering Establishments in Ghana which h otels 

and similar establishments incl uding th ose that were  under c onstr ucti on fr om 2005 are expected 

t o c omply with. The Ghana T o urism A uth ority which is the main implementing agency  of the 

Ministry  of T o urism, Ghana, has been given the resp onsibility t o ens ure its implementati on 

(T o urism Act, 2011, Act 817). 

C orp orate g overnance has bec ome a pr ominent b usiness management c oncept and practice 

f oll owing the c ollapse  of a n umber  of large c ompanies in the  UK (s uch as Maxwell 

C omm unicati ons, P olly Peck, the Mirr or Gr o up Newspapers and BCCI) in the 1980s, and in the 

 US (s uch as Enr on Energy C orp orati on, W orldC om, Adelphia, Peregrine Systems and Tyc o 

Internati onal) in the 1990s, which has q uesti on the key r ole that c orp orate g overnance plays in 

b oth external and internal a udit and this is emphasized in Ab or and Adjasi, (2007) when they said 

Key  debate recently is the r ole that c orp orate g overnance plays in the efficient internal a udit in 

an  organizati on. The imp ortance  of c orp orate g overnance in c urbing financial malfeasance and 

ens uring pr obity in rep orting cann ot be  overl o oked.  
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2.1.2. Empirical Literat ure  of C orp orate G overnance 

C orp orate g overnance as defined in the Cadb ury Rep ort (1992) is the system by which c ompanies 

are directed and c ontr olled. This definiti on has bec ome the m ost  universally accepted definiti on 

 of c orp orate g overnance and the basis  of m odern the ory and practice  of c orp orate g overnance, 

l o oking at investments/c ommitments  of the pr oviders and the separati ons that exist, in terms  of 

management. Acc ording Zarkasyi (2008), G o od C orp orate G overnance (GCG) is basically a 

system (inp ut, pr ocess,  o utp ut) and a set  of r ules that g overn the relati onship between the vari o us 

interested parties (stakeh olders), especially in the narr ow sense  of the relati onship between 

shareh olders, b oard  of c ommissi oners and b oard  of direct ors f or the achievement  of the 

c ompany's g oals.  

Fr om the ab ove, c orp orate g overnance can be referred t o as a system  of r ules, practices, and 

pr ocesses by which an  organizati on is directed and c ontr olled. It inv olves leading, 

c omm unicating and m otivating  organizati on members t owards the attainment  of  organizati onal 

 objectives and als o incl ude establishing  objectives, meas uring perf ormance and taking c orrective 

acti ons t o ens ure that act ual perf ormances c onf orm t o set  objectives. G o od c orp orate 

g overnance essentially inv olves balancing the interests  of an  organizati on’s many stakeh olders 

s uch as shareh olders by maximizing their interests, and satisfying the interests  of management, 

c ust omers, s uppliers, financiers, g overnment and the c omm unity since  organizati ons d o n ot 

 operate in a cl osed system b ut rather an  opened system where they interact with fact ors and 

pe ople in the envir onment they  operate in. 

Tw o managerial c oncepts that reinf orce the principle  of c orp orate g overnance which has been 

 underpinned in instit uti onal the ory are directing and c ontr olling. Directing implies the  use  of 

c omm unicati on, leadership and m otivati on t o g uide  organizati onal members t owards the 
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attainment  of  organizati onal  objectives, Nwach ukw u, (1988). Baridam, (1995) explained it as the 

pr ocess  of achieving  organizati onal  objectives by m otivating and g uiding s ub ordinates. Th us the 

need f or a well-designed c omm unicati on system, effective leadership system/str uct ure and well 

balanced rewarding system is essential t o g o od c orp orate g overnance. C ontr olling  on the  other 

hand is the meas urement and c orrecti on  of perf ormance in  order t o make s ure that  organizati on’s 

 objectives and plans devised t o attain them are being acc omplished, Weirich, Cannice and 

K o ontz, (2010). C ontr ol inv olves three steps which are: establishment  of standards, which are 

simply criteria f or perf ormance; meas urement  of perf ormance, which inv olves c omparing 

perf ormance against established standards; and c orrecti on  of deviati ons, which inv olves taking 

acti ons t o rectify variati ons fr om standards and plans. In specific terms, the managerial f uncti on 

 of c ontr ol inv olves ens uring that the act ual activities  of empl oyees c orresp ond t o the planned 

activities, Nw ok oye and Ahia uz u, (1984). The imp ortant elements in the c ontr ol f uncti on are 

setting standards, which inv olves establishing  objectives and predetermined levels  of 

perf ormance against which act ual res ults  or perf ormances are c ompared;  obtaining inf ormati on 

 on empl oyees’ activities and perf ormances, which inv olves m onit oring the activities  of 

empl oyees by  observing them, this can als o be d one thr o ugh establishing a system  of a udit  or 

review  of s ub ordinates’ activities; and ad opting appr opriate c orrective acti on, which inv olves 

intr od ucing meas ures t o ens ure that act ual perf ormances c onf orm with set standards. 

The iss ues  of c orp orate g overnance have attracted the attenti on  of sch olars  on a br oad scale  over 

the last three decades, even th o ugh these iss ues have l ong existed,  Okpara, (2011). C orp orate 

g overnance systems are defined in a variety  of c ontexts, Perg ola and J oseph, (2011). In this 

respect, H ussey, (1999) defines c orp orate g overnance as the manner in which  organizati ons are 

managed and the nat ure  of acc o untability  of the managers t o the  owners. The management  of an 
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 organizati on has a stewardship relati onship which demand they manage the res o urces entr usted 

t o them in the f orm  of capital/investments and acc o unt f or them t o the vari o us stakeh olders 

especially the shareh olders. This can be achieved when there is s ome level  of relati onships am ong 

the parties  of g overnance and  other stakeh olders. The  OECD (1999), defined c orp orate 

g overnance as “A set  of relati onships between a c ompany’s management, its b oard, its 

shareh olders and  other stakeh olders.  

C orp orate g overnance als o pr ovides the str uct ure thr o ugh which the  objectives  of the c ompany 

are set, and the means  of attaining th ose  objectives and m onit oring perf ormance are determined. 

G o od c orp orate g overnance sh o uld pr ovide pr oper incentives f or the b oard and management t o 

p urs ue  objectives that are in the interests  of the c ompany and shareh olders and sh o uld facilitate 

effective m onit oring, thereby enc o uraging firms t o  use res o urces m ore efficiently.  

Ec on omists and s ocial scientists, als o, tend t o define it br oadly as “the instit uti ons that infl uence 

h ow b usiness c orp orati ons all ocate res o urces and ret urns”; and “the  organizati ons and r ules that 

affect expectati ons ab o ut the exercise  of c ontr ol  of res o urces in firms.” Jeswald, (2004). This 

definiti on enc ompasses n ot  only the f ormal r ules and instit uti ons  of c orp orate g overnance, b ut 

als o the inf ormal practices that ev olve in the absence  or weakness  of f ormal r ules kn own as 

inf ormal  organizati on. 

F or c orp orate managers, invest ors, p olicy makers, and lawyers, c orp orate g overnance is the 

system  of r ules and instit uti ons that determines the c ontr ol and directi on  of the c orp orati on and 

that defines relati ons am ong the c orp orati on’s primary participants. The definiti on  used in the 

 United Kingd om’s 1992 Cadb ury Rep ort is widely cited fr om this perspective, and it reads: 

“C orp orate g overnance is the system by which b usinesses are directed and c ontr olled”. This 
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definiti on f oc uses alm ost excl usively  on the internal str uct ure and  operati on  of the c orp orati on’s 

decisi on-making pr ocesses, and is central t o p ublic p olicy disc ussi ons ab o ut c orp orate 

g overnance in m ost c o untries. 

Khan, (2011) ill ustrated that c orp orate g overnance is the pr ocesses, c ust oms, p olicies, laws and 

instit uti ons that reg ulates the  organizati ons and c orp orati ons in the way they act, administer and 

c ontr ol their  operati ons. It is req uired t o acc omplish the  organizati on’s g oals and manage the 

stakeh olders’ relati onship incl uding the shareh olders and b oard  of direct ors. It as well w orks with 

the individ uals’ acc o untability via a mechanism which decreases the principal-agent iss ue in the 

 organizati on (Khan, 2011). A necessary task which is needed t o s olve c onflict  of interest which 

arises as a res ult  of agency the ory. 

 

Acc ording t o Shleifer and Vishny, (1997), c orp orate g overnance deals with the ways in which 

s uppliers  of finance t o c orp orati ons ass ure themselves  of getting a ret urn  on their investment. It 

is generally imp ossible f or principals in a m odern firm t o be charged with resp onsibility f or 

c orp orate  operati ons, hence they delegate their a uth ority t o agents t o manage the  operati ons  of 

the  organizati on in their interests. Nat urally in this c ontext, g overnance pr oblems s uch as 

c onflicts  of interest  occ ur, partic ularly if shareh olders are disapp ointed by their ret urn  on 

investments. Principals m ust weigh the c osts  of m onit oring and c ontr olling agents (agency c osts) 

against the c osts they are likely t o inc ur fr om negative managerial behavi o ur in the absence  of 

efficient m onit oring and c ontr ol which c o uld lead t o l ost investments. Th us, c orp orate 

g overnance iss ues arise d ue t o the necessity  of c o unteracting agency pr oblems, Hart (1995), and 

f undamentally fr om shareh olders' attempts t o pr otect themselves fr om the expr opriati on  of their 

wealth (Shleifer & Vishny, 1997). Keasey, et al. (2005), saw c orp orate g overnance as: “The set 
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 of mechanisms – b oth instit uti onal and market based – that ind uce the self-interested c ontr ollers 

 of a c ompany (th ose that make decisi ons regarding h ow the c ompany will be  operated) t o make 

decisi ons that maximize the val ue  of the c ompany t o its  owners (the s uppliers  of capital)”.   

 

A c onsens us has been reached am ongst practiti oners and sch olars that the  optimal f orm  of 

c orp orate g overnance is specific t o firms; as s uch, the c ontext f or the  operati ons  of a partic ular 

firm dictates the best str uct ure f or g overnance, even f or firms that c ompete in the same sect or  of 

the market place, (Ararat & Dallas, 2011).  Shleifer and Vishny (1997) and La P orta et al. (1999) 

have arg ued that the c oncentrati on  of  ownership is high in emerging markets, where the rights  of 

the shareh olders is weak d ue t o the lack,  or inadeq uacy,  of the reg ulati ons pr ovided by the 

relevant laws. In c o untries where  ownership is c oncentrated am ong j ust a handf ul  of maj or 

shareh olders, agency pr oblems  occ ur beca use  of a misalignment  of interests between managers 

and  owners and, th us, agency pr oblems are inherent with large  or small shareh olders. Agency 

pr oblems can exist between  one  or m ore  owners and managers and, f urtherm ore, even if it is 

ass umed that managers and large shareh olders are the same pers on, as is c omm on in family 

c ompanies, c onflict still exists beca use  of the p otential misalignment  of interests between 

managers and  owners. Theref ore, if it is ass umed that the  ownership is c oncentrated then agency 

the ory can explain the c onflict between managers and  owners.   

 

Shleifer and Vishny (1986) arg ued  o ut that when the  ownership str uct ure is c oncentrated, large 

and c ontr olling shareh olders c ontrib ute t o the mitigati on  of the agency pr oblems beca use they 

have the incentives, m otivati ons and capacity t o m onit or the managers f or the shared benefit  of 

c ontr ol (i.e. t o the m ut ual benefit  of all shareh olders, whether large  or small).  On the  other hand, 
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large c ontr olling shareh olders might c oll ude with managers t o expr opriate the firm res o urces and 

w ork f or their  own benefit which will res ult in increasing the agency pr oblems leading t o l ower 

firm perf ormance (J ohns on et al., 2000).  

 

M ore over, it has been sh own that the nat ure  of the relati onship between the b oard and b usiness 

perf ormance is determined by  ownership str uct ure (Claessens & Y urt ogl u, 2013). The ability  of 

a b oard t o act  on behalf  of the shareh olders and m onit or managers effectively is  of cr ucial 

imp ortance f or a c orp orati on in emerging markets where c orp orate g overnance mechanisms tend 

t o be weak (D o uma et al., 2006). La P orta et al., (1998), menti oned that in listed firms in emerging 

ec on omies, it is c omm on f or c ontr olling families t o  occ upy key managerial p osts, and the 

s uccessi on planning  of a firm is  us ually f oc used  up on the app ointment  of  other family members 

t o managerial r oles rather than external pr ofessi onals.  

 

A high degree  of independence f or the b oard has been c omm only rec ommended within c orp orate 

c odes f or g overnance, s uch as the  UK C ombined C ode, and in the Cadb ury Rep ort. It is 

c onsidered that there  o ught t o be a high level  of independence fr om the management within a 

b oard, with N on-Exec utive Direct ors (NED) f orming a high pr op orti on  of the members and the 

r oles  of Chairman and Chief Exec utive  Officer (CE O) being split, s o that m onit oring can impr ove 

and agency pr oblems can red uce (Fama & Jensen, 1983; Shleifer & Vishny, 1997).  

 

2.1.3. Principles  of G o od C orp orate G overnance 

The  UK C orp orate G overnance C ode stated five c ore principles that m ust be adhered t o in  order 

t o make g overnance  of an  organizati on a g o od g overnance. These five principles are 
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• Leadership which talked ab o ut the r ole  of the b oard, divisi on  of resp onsibilities, the 

resp onsibilities  of the chairpers on, and the n on-exec utive direct ors’ resp onsibilities; 

• Effectiveness which talked ab o ut the c omp ositi on  of the b oard, the app ointments t o the 

b oard, c ommitment  of the b oard thr o ugh all ocati on  of s ufficient time t o the  organizati on, 

devel opment req uirements  of the b oard t o make them effective, inf ormati on and s upp ort, 

eval uati on, and re-electi on; 

• Acc o untability talked ab o ut financial and b usiness rep orting, risk management and 

internal c ontr ol, and a udit c ommittee and a udit ors; 

• Rem unerati on s uggesting the level and c omp onents  of rem unerati on, and pr oced ure f or 

devel oping p olicy  of exec utive rem unerati on and f or fixing rem unerati on packages  of 

individ ual direct ors; 

• Relati ons with Shareh olders which talked ab o ut dial og uing with shareh olders  on a 

m ut ual  understanding  of  objectives and c onstr uctive  use  of AGM t o c omm unicate with 

invest ors and t o enc o urage their participati on. 

Als o ASX (2010) c orp orate g overnance c ode (amended) has eight principles that sh o uld impr ove 

g o od c orp orate g overnance: s uch as laying s olid f o undati ons f or management and  oversight; 

str uct uring  of the b oard t o add val ue t o the  organizati on; pr om oting ethical and resp onsible 

decisi on-making; safeg uarding integrity in financial rep orting; making timely and balanced 

discl os ure; respecting the rights  of shareh olders; rec ognising and managing risk; and 

rem unerating fairly and resp onsibly.  

The  OECD (2015), asserted that ens uring the basis f or an effective c orp orate g overnance 

framew ork; the rights and eq uitable treatment  of shareh olders and key  ownership f uncti ons; 

instit uti onal invest ors, st ock markets and  other intermediaries; the r ole  of stakeh olders in 
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c orp orate g overnance; discl os ure and transparency; and the resp onsibilities  of the b oard; are 

the principles  of c orp orate g overnance and are “intended t o help eval uate and impr ove legal, 

reg ulat ory and instit uti onal framew ork f or c orp orate g overnance with view t o s upp ort ec on omic 

efficiency, s ustainable gr owth and financial stability”. All these c odes and  others n ot menti oned 

seek f or fairness and transparency am ong the  others and als o explicitly and implicitly talked ab o ut 

a uditing and management  of risk.  

	
2.1.4. R ole and Resp onsibility  of B oard  of Direct ors in C orp orate G overnance 

Recent c orp orate events have  underlined the critical r ole  of b oard  of direct ors in pr om oting g o od 

c orp orate g overnance practices. These events have als o highlighted the critical r ole internal and 

external a udit can play in s upp orting the b oard in ens uring adeq uate  oversight f or internal 

c ontr ols and the effectiveness  of c orp orate g overnance. Partic ularly, am ong  other 

resp onsibilities, b oards are charged with the  ultimate resp onsibility f or the effectiveness  of their 

 organizati on’s internal c ontr ol systems which are meant t o add val ue t o the  operati ons  of the 

 organizati on, by red ucing risk thr o ugh detecti on and preventi on, pr otecting assets  of the 

 organizati on and the investments in these assets. 

In many c o untries shareh olders have a d ominant r ole in app ointing b oard  of direct ors. 

Shareh olders believe that app ointed b oard and seni or managers will act in their interests. Seni or 

managers are resp onsible  of directing; planning and c ontr olling w ork and taking c orrective 

acti ons when necessary. They are t o manage risk in  order t o red uce it, have appr opriate c ontr ol 

systems, pr ovide acc urate inf ormati on thr o ugh their financial rep orting and act ethically. 

Shareh olders place their tr ust in b oard’s decisi ons in s upervising seni or manager’s acti ons and 

ability wh o are m ore f oc used  on c orp orate management pr oced ures. H owever, in many incidents 
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this is n ot the case and agency pr oblem persist. When existing and p otential invest ors are 

c onsidering b uying  or selling st ocks  of any c ompany, they  often rely  on financial inf ormati on 

which is n ot f orward l o oking, s ubjective and s ometimes inc orrect. In this case, shareh olders 

c onfidence f or an effective r ole and resp onsibilities  of the b oard in s upervising and selecting 

seni or managers is cr ucial. In  order f or c orp orate g overnance t o f uncti on efficiently, several 

dimensi ons might be taken int o c onsiderati on incl uding r ole and resp onsibilities  of the b oard, 

b oard c omp ositi on, management pr ocess, relati onship between b oard members, and d uality  of 

CE O and Chairman, Shleifer and Vishny (1997). The b oard  oversees the c ond uct  of the b usiness 

and s upervises management. C orp orate stat utes all ow direct ors t o delegate certain p owers t o the 

 officers  of the c orp orati on s uch as the CE O  or CF O. The b oard delegates resp onsibility f or the 

c ompany’s day-t o-day affairs t o the exec utives.  

The King IV Rep ort (2016), cited Tricker (2012) which says the primary g overnance r ole and 

resp onsibilities  of the g overning b ody  of an  organizati on are depicted as part  of the dynamic  of 

the  organizati on’s b usiness cycle. These r oles and resp onsibilities incl ude the f oll owing (q u ote): 

“Steers and sets strategic directi on with regards t o b oth the  organizati ons strategy and the 

way in which specific g overnance areas are t o be appr oached, addressed and c ond ucted; 

appr oves p olicy and planning that give effect t o the strategy and the set directi on; ens ures 

acc o untability f or  organizati onal perf ormance by means  of, am ong  others rep orting and 

discl os ure; and  oversees and m onit ors implementati on and exec uti on by management” 

The  OECD (2004) states that, the c orp orate g overnance framew ork sh o uld ens ure the strategic 

g uidance  of the c ompany, the effective m onit oring  of management by the b oard, and the b oard’s 

acc o untability t o the c ompany and the shareh olders. This s uggests that b oard members sh o uld 
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act  on a f ully inf ormed basis, in g o od faith, with d ue diligence and care, and in the best interest 

 of the c ompany and the shareh olders. The b oard is the highest decisi on making b ody in the 

 organizati on that aligns the interest  of shareh olders, b oard members, the  organizati on, 

management and  other stakeh olders. Als o “The c orp orate g overnance framew ork sh o uld ens ure 

the strategic g uidance  of the c ompany, the effective m onit oring  of management by the b oard, and 

the b oard’s acc o untability t o the c ompany and the shareh olders”,  OECD (1960). It went  on t o 

en umerate the f oll owing as key f uncti ons that the b oard sh o uld perf orm: 

1. Reviewing and g uiding c orp orate strategy, maj or plans  of acti on, risk p olicy, ann ual 

b udgets and b usiness plans; setting perf ormance  objectives; m onit oring implementati on 

and c orp orate perf ormance; and  overseeing maj or capital expendit ures, acq uisiti ons and 

divestit ures. 

2. M onit oring the effectiveness  of the c ompany’s g overnance practices and making changes 

as needed. 

3. Selecting, c ompensating, m onit oring and, when necessary, replacing key exec utives and 

 overseeing s uccessi on planning. 

4. Aligning key exec utive and b oard rem unerati on with the l onger term interests  of the 

c ompany and its shareh olders. 

5. Ens uring a f ormal and transparent b oard n ominati on and electi on pr ocess. 

6. M onit oring and managing p otential c onflicts  of interest  of management, b oard members 

and shareh olders, incl uding mis use  of c orp orate assets and ab use in related party 

transacti ons. 

7. Ens uring the integrity  of the c orp orati on’s acc o unting and financial rep orting systems, 

incl uding the independent a udit, and that appr opriate systems  of c ontr ol are in place, in 
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partic ular, systems f or risk management, financial and  operati onal c ontr ol, and 

c ompliance with the law and relevant standards. 

8.  Overseeing the pr ocess  of discl os ure and c omm unicati ons. 

Minichilli, Zatt oni and Z ona, (2009)  on the f uncti ons  of the b oard explained that the b oard 

pr ovides advice t o and s upp ort t o managers t o impr ove and r un the affairs  of the firm. Ferrer and 

Banderlipe (2012) have p osited that a b oard with greater acc o untability, h onesty, expertise, 

integrity and ethical resp onsibility will ens ure s ustainability in b usiness partnership between the 

c ompany and its stakeh olders. This t o the researcher’s p oint  of view the maj or r ole am ong  others.  

 

2.1.5. Imp ortance  of C orp orate G overnance 

The researcher  underst o od Greg ory and Simms (1999), when they said, c orp orate g overnance 

has direct impact  on:  the efficiency with which a c orp orati on empl oys assets; its ability t o attract 

l ow-c ost capital; its ability t o meet the expectati ons  of s ociety; and its  overall perf ormance sh ows 

the imp ortance  of q uality  of c orp orate g overnance. C orp orate g overnance is essential d ue t o the 

separati on  of  ownership and c ontr ol in c ompanies. In c orp orati ons, shareh olders (principals) 

delegate decisi on making rights t o management (agents), expecting agents t o act in the best 

interest  of the principals, h owever, the “agency pr oblem” arises when the agents d o n ot make 

their decisi on t o the best interest  of the principal  or the agents are engaged in self-interest at the 

expense  of shareh olders interest. Theref ore, instit uting g o od c orp orate g overnance is primarily 

aimed at minimizing the p otential l oss t o shareh olders d ue t o c onflict  of interest between 

shareh olders and management. As a primary means  of red ucing this c onflict  of interest, the 

shareh olders  of c orp orati ons elect and app oint members  of b oard  of direct ors in  order t o m onit or 
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the acti ons  of management and t o make strategic decisi ons ab o ut the c orp orati on  on behalf  of 

the shareh olders. 

 

G o od c orp orate g overnance impr oves ec on omic efficiency and gr owth as well as enhances 

invest or c onfidence. It als o increases access t o external financing by firms, l owers c ost  of capital 

and increases  operati onal perf ormance. Many sch olars indicated that invest ors are willing t o pay 

large premi ums f or c ompanies with effective c orp orate g overnance. Hence, it can be arg ued that 

g o od c orp orate g overnance will lead t o increase in firm val ue as well as better firm perf ormance 

if the principles  of g o od c orp orate g overnance are adhered. M ost imp ortantly, c orp orate 

g overnance als o pr ovides the instr uments thr o ugh which c orp orate  objectives are set, m onit ored 

and achieved. Central t o c orp orate g overnance thinking and practice are the shareh olders and 

m ost especially b oard  of direct ors and management.  

	

2.2.0. Internal and External A udit 

The researcher f oc used  on specific areas  of significance  of internal and external a udit in 

pr om oting g overnance in the h ospitality ind ustry especially h otels in the V olta Regi on, where he 

perceived a need f or f urther research. Th ose charged with g overnance (B oard  of Direct ors) and 

A udit c ommittees are directly resp onsible f or internal c ontr ol framew ork which when pr operly 

implemented will lead t o red uce risk and lead t o val ue additi ons. This g overnance resp onsibility 

is carried  o ut via the help  of internal a udit. B ut since internal a udit ors are m ostly part  of 

management, there is an  unav oidable independence pr oblem. They are empl oyed by management 

 of the  organisati on and yet are expected t o give an  objective  opini on  on matters f or which 

management are resp onsible. F or fair and faithf ul representati ons  of matter f or which 
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management are resp onsible, external a udit is instit uted which is seen as an independent check  on 

the  overall activities  of the  organisati on.  

Gramling (2004) states that  one  of the f o ur c ornerst ones  of c orp orate g overnance is internal a udit 

f uncti on. Hence, the internal a udit f uncti on  of internal a udit ors has an imp ortant r ole in assisting 

the b oard  of direct ors m onit or the effectiveness  of its g overnance. The effectiveness  of internal 

a udit helps the c ompany t o  operate in acc ordance with standards and reg ulati ons by eval uating 

specific c ontr ols and pr oced ures and ass ure th ose charged with g overnance that internal c ompany 

pr ocesses are adeq uate and f uncti onal. Als o external a udit f uncti on being an external c ontr ol 

mechanism is an other c ornerst one  of g o od c orp orate g overnance. The external a udit is 

resp onsible f or pr oviding reas onable ass urance  on the financial statements a udited that they are 

presented fairly and in c onf ormity with GAAP and that they reflect tr ue representati on  of the 

 organizati on’s financial p ositi on and res ults  of  operati ons. 

 

2.2.1. Definiti ons  of Internal and External A udit 

Internal a udit is defined as an  objective ass urance with the aim ‘t o eval uate and impr ove the 

effectiveness  of risk management, c ontr ol and g overnance pr ocesses’ (IIA, 2010b). ‘Ass urance’ 

is als o  used by the internati onal acc o unting b ody in tandem with a uditing standards (IFAC, 2010). 

Alth o ugh a uditing standards are applicable f or a udits  of financial inf ormati on, the ass urance 

standards are f or  other engagements. Internal a udit has als o been described as an independent 

appraisal  of the effectiveness  of internal c ontr ol within an entity  of its management pr ocess in 

achieving set  objectives and g oals (Gill & C osserat, 1993; Har on et al., 2010).  
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The IIA, 2002 expanded the meaning  of internal a uditing when it defined internal a uditing as an 

independent,  objective ass urance and c ons ulting activity designed t o add val ue and impr ove an 

 organisati ons  operati ons. Washerbr o ok (1978), cited in K umar and Sharma (2001), defined 

internal a uditing as an a udit that is carried  o ut by the specialist staff  of the  organisati on being 

a udited, and c oncern itself mainly with the r o utine checking  of acc o unting transacti ons  on a daily 

basis, with the  object  of q uickly l ocating irreg ularities, th us making it m ore diffic ult f or fra ud t o 

be perpetrated, beca use  of the c onstant nat ure  of the checking.  

 

 Ok ol o, (2001) describes external a udit f uncti ons as an aspect  of c ontr ol mechanism, within a 

b usiness, manned by specially assigned pr ofessi onals. External a udit is an integral t o ol f or the 

enhancement  of the q uality  of financial rep orting and part  of the external c ontr ol system  of 

 organizati ons in Ghana. This is beca use the external a udit pr ovide a yardstick t o which the 

vari o us rep orts  of  organizati ons are meas ured. The imp ortance  of external a udit system cann ot 

be  underrated, since  organizati ons have rec ognized external a udit f uncti on as a t o ol f or ens uring 

effective w orkings  of their c ontr ol systems. These a udit ors are q ualified and independent, and 

the external a udit or perf orms the a udit in acc ordance with the internati onal a uditing standards 

(L otfii, 2005). External a udit is c onsidered as  one  of the m ost imp ortant pr ocesses c ontrib uting 

t o the achievement  of reliable acc o unting inf ormati on, which pr od uces acc urate and reliable 

inf ormati on thr o ugh  using c ontr ols t o ols f or different activities in the  organizati on (Y o ussef, 

2013). 
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2.2.2. The C oncept  of Internal C ontr ol 

A variety  of meanings have been attrib uted t o the term ‘internal a uditing’. The c oncept  of internal 

a udit is a p op ular c oncept in a uditing and acc o unting literat ure and as s uch many a uth ors and 

pr ofessi onal b odies have pr ovided definiti ons  of the c oncept. In its simplest term, internal a udit 

is an a udit c ond ucted in respect  of the affairs  of an  organisati on by its empl oyees  or by an external 

service pr ovider (Eke, 2015). This definiti on rec ognizes that internal a udit is perf ormed by the 

empl oyees  of an  organisati on and f oc uses  on the  operati ons  of the enterprise; it als o indicates 

that the internal a udit f uncti on can be  o uts o urced t o a vend or wh o perf orm same tasks as in-

h o use internal a udit ors and rep ort t o management.  O uts o urcing in the researcher’s view will 

enhance the independence which is lacked when the same activities are perf ormed by empl oyee 

 of the  organizati on. 

Traditi onally, the internal a udit f uncti on was designed t o safeg uard firm’s assets and assist in the 

pr od ucti on  of reliable acc o unting inf ormati on f or decisi on-making p urp oses (Ibrahim El-Sayed 

Ebaid, 2011). N owadays, the r ole  of internal a udit has been dramatically altered. In this c oncept, 

 one  of the m ost c omprehensive definiti on is given by Sawyer, (2003) wh o stated that internal 

a uditing/a udit is “a systematic,  objective appraisal by internal a udit ors  of the diverse  operati ons 

and c ontr ols within an  organizati on t o determine whether financial and  operating inf ormati on is 

acc urate and reliable, risks t o the enterprise are identified and minimized, external reg ulati ons and 

acceptable internal p olicies and pr oced ures are f oll owed, satisfact ory  operating criteria are met, 

res o urces are  used efficiently and ec on omically and the  organizati on’s  objectives are effectively 

achieved – all f or the p urp ose  of c ons ulting with management and f or assisting members  of the 

 organizati on in the effective discharge  of their g overnance resp onsibilities”. This definiti on 

sh ows that the r ole  of internal a udit has been dramatically shifted fr om c ompliance ass urance and 
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assets safeg uarding t o val ue-added ass urance and c ons ulting services thr o ugh its r ole in 

m onit oring, eval uating, and impr oving risk management, c ontr ol, and g overnance pr ocess which 

are critical t o preserving and enhancing stakeh olders val ue (B o u - Raad, 2000). The internal 

a udit or is part  of management and management t ogether direct the affairs  of the  organizati on t o 

its intended desires, the desires  of the vari o us stakeh olders. Th us as  opined by IIA, (2005) an 

effective internal a udit has bec ome an integral part  of the c orp orate g overnance str uct ures and 

pr ocesses.  

Acc ording t o the Instit ute  of Internal A udit ors, “Internal a uditing is an independent,  objective 

ass urance and c ons ulting activity designed t o add val ue and impr ove an  organizati on’s 

 operati ons. It helps an  organizati on acc omplish its  objectives by bringing a systematic, 

disciplined appr oach t o eval uate and impr ove the effectiveness  of risk management, c ontr ol and 

g overnance pr ocesses”. This definiti on act ually dem onstrates the depth and breadth  of the internal 

a udit activities within an  organizati on as against the previ o us  orientati on  of reviewing payment 

transacti ons  over the years, safeg uarding assets and rep orting t o management.  

M odern internal a udit c overs all activities  of the  organizati on. Theref ore the sc ope  of internal 

a udit are n o l onger restricted t o the pr ocesses and systems in the acc o unts and finance f uncti ons. 

It g oes bey ond this sc ope as Fadzil et al. (2005) l o oked at the internal a udit practices and its effect 

 on the q uality  of internal c ontr ol. They s ummarized the services perf ormed by the Internal A udit 

F uncti ons (IAF) t o c over f o ur areas: Reviewing the adeq uacy and effectiveness  of the c ontr ol 

systems (acc o unting, financial,  operati onal); Ascertaining the c ompliance t o p olicies, r ules and 

reg ulati ons which c o uld impact significantly  on the b usiness  operati ons; Reviewing the means 

 of safeg uarding the c ompany’s assets incl uding efficiency and ec on omy  of res o urces empl oyed; 
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and Reviewing  operati ons  or pr ograms t o determine that the res ults are as established by 

management. 

Internal a udit has  underg one dramatic changes which have expanded its sc ope in a manner that 

all ows it t o make significant inp ut t o the  organizati on it serves. The m ove away fr om a narr ower 

sc ope  of meas uring and eval uating the  usef ulness  of the Internal A udit F uncti ons (IAF) t oward 

a wider range  of activities has created  opp ort unities f or the pr ofessi on and academics t o re-

examine its r ole in the light  of an ever increasing c ompetitive market place and demand  of 

c orp orate g overnance activities t o be transparent and pr otecting stakes  of vari o us stakeh olders. 

It then became q uite nat ural that the vital r ole it plays be expl ored and t o establish its pr oper place 

in the  organizati on and awareness created f or s uch. 

The primary p urp ose  of internal a uditing is t o impr ove  organizati onal efficiency and 

effectiveness thr o ugh c onstr uctive scr utiny  of internal pr ocesses, p olicies and pr oced ures. Als o, 

internal a uditing ens ures that weaknesses are detected in management  operati ons and pr ovides a 

basis f or c orrecting deficiencies that have escaped the first line  of defense bef ore these 

deficiencies bec omes  unc ontr ollable  or are exp osed t o the external a udit ors (Jensen & Meckling, 

1976). It is meant t o be the internal ‘watchd og’ sniffing and detecting any risk (f o ul play, 

irreg ularities, etc.) f or c orrecti ons, preventi on and impr ovements.  

	
2.2.3. Fact ors f or the Effectiveness  of Internal A udit Activity 

IIA (2010) defined internal a udit effectiveness as the degree t o which established  objectives are 

achieved. Internal a udit c o uld assist  organizati ons in better acc omplishment  of their  objectives 

by fetching a systematic and disciplined appr oach t o impr ove and eval uate the c ontr ol, risk 

management, and the g overnance pr ocesses effectiveness (IIA, 2009). Acc ordingly, an effective 
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Internal A udit F uncti ons (IAF) is  one  of the f o ur f o undati ons  of c orp orate g overnance al ongside 

with the management, the b oard  of a udit c ommittees and the external a udit or (IIA, 2005).  Paape 

et al. (2003), Carcell o et al. (2005), Sarens (2009) and S oh and M ortin ov-Bennie, (2011) are with 

the view that IAF is als o an imp ortant c orp orate g overnance device that plays a significant r ole 

in  organizati onal g overnance by  overseeing the  organizati onal risk, eval uating and assessing 

c ontr ol mechanisms. The pr ofessi onal g uidance  of the Instit ute  of Internal A udit ors (IIA), states 

that an effective internal a udit activity strengthens g overnance by materially increasing 

stakeh olders ability t o h old management acc o untable.  

 

A udit ors perf orm an especially imp ortant f uncti on in th ose aspects  of g overnance that are critical 

in all  organizati ons that are significant f or pr om oting credibility, transparency, eq uity and 

appr opriate behavi or  of high level  officials in the  organizati ons, while red ucing financial, 

b usiness and c ompliance risk. Theref ore, it is cr ucial that internal a udit activities are shaped 

appr opriately and have a br oad mandate t o achieve these  objectives.  

 

The a udit activity m ust be emp owered t o act with integrity as well as  uph olding the principle  of 

independence and t o pr od uce reliable services, alth o ugh the specific means by which a udit ors 

achieve these g oals vary. At a minim um, internal a udit activities need  organizati onal 

independence, a udit charter,  unrestricted access t o any f orms  of a udit evidence, stakeh olders 

s upp ort, a udit standards and  unlimited sc ope (IIA, 2006). 

T o dem onstrate the pr ominent fact ors  on which a udit effectiveness is anch ored the  office 

assigned f or the internal a udit f uncti ons m ust have the capability t o pr ovide q uality a udit findings 

and rec ommendati ons. The perf ormance standards  of the IIA (1999b) req uire that the a udit or t o 
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plan and perf orm the w ork s uch that he  or she w o uld be able t o arrive at  usef ul a udit findings 

and f orward rec ommendati ons f or impr ovement. The  office's ability t o pr operly plan, perf orm 

and c omm unicate the res ults  of a udits is a pr oxy f or a udit q uality. Theref ore, a udit q uality is 

arg uably a f uncti on  of extensive staff expertise; reas onableness  of the sc ope  of service; and 

effective planning, exec uti on and c omm unicati on  of internal a udits IIA (1999b). 

Hence an effective manager c o uld be defined as that  one wh o cann ot feel afraid  of internal a udit or 

when identifying iss ues in the  operati ons. Badara and Saidin, (2013) stated that instead, managers 

have t o enc o urage their internal a udit or by a pr oactive p olicy and d o n ot w orry ab o ut whether 

 or n ot the iss ue will be rep orted. What is imp ortant is t o sh ow that acti ons have already been 

taken after the iss ue was f o und. Kaplan et al. (2008) n oted that a udit ors’ j udgments c o uld be 

infl uenced by the management if the inf ormati on pr ovided serves management’s self-interest, if 

n ot that inf ormati on will be viewed with less s uspici on. 

 

Similarly the Instit ute  Of Internal A udit ors’ ‘C ore Principles f or the Pr ofessi onal Practice  of 

Internal A uditing’: dem onstrating integrity; dem onstrating c ompetence and d ue pr ofessi onal 

care; being  objective and free fr om  und ue infl uence (independent); aligning with the strategies, 

 objectives and risks  of the  organizati on; being appr opriately p ositi oned and adeq uately 

res o urced; dem onstrating q uality and c ontin u o us impr ovement; c omm unicating effectively; 

pr oviding risk-based ass urance; being insightf ul, pr oactive and f ut ure-f oc used; and pr om oting 

 organizati onal impr ovement when taken as a wh ole artic ulate internal a udit effectiveness. 

Effectiveness  of internal a udit implies that all these principles m ust be present and  operating 

effectively. The dem onstrati on  of the achievements  of these principles th o ugh may defer fr om 
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 organizati on t o  organizati on, an  organizati on cann ot state explicitly that it has effective internal 

a udit if it fails t o achieve any  of the principles, IIA (2019). 

	
2.2.4. R ole  of Internal A udit in C orp orate G overnance 

The val ue  of the m odern-day internal a udit or lies in his/her ability t o help management t o achieve 

its’  objectives. Acc ording t o a research c ond ucted by the Instit ute  of Internal A udit ors,  UK. 

“Impr oved attit udes t oward internal a udit are b uilt  on a belief that internal a udit f uncti ons are 

creating greater val ue f or their  organizati ons”. As per the definiti on ab ove by the Instit ute  of 

Internal A udit ors (IIA), an internal a udit f uncti on c o uld be viewed as a “first line defense” against 

inadeq uate  organizati onal g overnance and financial rep orting. This can be achieved if the 

f uncti ons  of the internal a udit are effective and independence  of this  unit is  upheld. If n ot then 

with appr opriate s upp ort fr om B oard  of Direct ors’ and A udit C ommittee, the internal a udit staff 

is in the best p ositi on t o gather intelligence  on inappr opriate acc o unting practices, inadeq uate 

internal c ontr ols and ineffective c orp orate g overnance. 

Since the r oles  of Internal A udit in pr om oting g o od g overnance have n ot been st udied 

extensively in Ghana partic ularly in h otels, it is the intenti on  of this st udy t o investigate these 

r oles and identify the relative imp ortance  of each  of them and meas ure the perf ormance  of H otels’ 

Internal A udit  unit in light  of pr om oting g o od c orp orate g overnance. 

The m uch p ublicized c orp orate c ollapses  of the past few years have f oc used gl obal attenti on  on 

the need f or str ong c orp orate g overnance. Sim ultane o usly, the Sarbanes- Oxley Act  of 2002 and 

the new expanded r ole  of internal a udit pre occ upied researchers and scientists. 
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2.2.5. Internal A udit and C orp orate G overnance 

The c ontrib uti on  of internal a udit t o c orp orate g overnance is depicted via demarcating the 

relati onship between internal a udit and key practices  of c orp orate g overnance. The g overnance 

practices c onsidered in this st udy incl ude the b oard  of direct ors and the a udit c ommittee. 

In this c oncept, it is a fact that the B oard  of Direct ors has been rec ognized as the key players in 

c orp orate g overnance by reg ulat ors and g overnance c ommittees ar o und the w orld ( US C ongress, 

2002; ASX, 2003). Beca use  of the fact that the B oard  of Direct ors are  ultimately resp onsible f or 

the entity’s acc omplishment  of its  objectives, the internal a udit or’s c ontrib uti on is t o pr oviding 

inf ormati on t o that gr o up (C olbert, 2002). Apart fr om the ab ove, internal a udit’s r ole is cr ucial 

t o assisting the B oard  of Direct ors in its g overnance self-assessment. 

Based  on the A udit C ommittee,  on the  one hand internal a uditing c ontrib ute t o c orp orate 

g overnance by: bringing best practice ideas ab o ut internal c ontr ols and risk management 

pr ocesses t o the a udit c ommittee, pr oviding inf ormati on ab o ut any fra ud ulent activities  or 

irreg ularities (Rezaee & Lander, 1993), c ond ucting ann ual a udits and rep orting the res ults t o the 

a udit C ommittee and enc o uraging a udit c ommittee t o c ond uct peri odic reviews  of its activities 

and practices c ompared with c urrent best practices t o ens ure that its activities are c onstit uent with 

leading practices (Karagi org os et al., 2010). Fr om the  other hand, an effective a udit c ommittee 

strengthens the p ositi on  of the internal a udit f uncti on by pr oviding an independent and s upp ortive 

envir onment and reviews the effectiveness  of the internal a udit f uncti on. M ore precisely, the a udit 

c ommittee sh o uld review with management and chief a udit exec utive the plans, activities and 

 organizati onal str uct ure  of the internal a udit f uncti on; ens ure that there are n o  unj ustified 

limitati ons and review the effectiveness  of the internal a udit f uncti on (Sawyer, 2003). 
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As it is menti oned bef ore, internal a uditing is a critical c omp onent  of an  organizati on’s 

management and a f o undati on f or its safe and s o und  operati ons (Dr ogalas et al., 2005; 

Karagi org os et al., 2010).  

	
2.2.6. The C oncept  of External A udit 

The c oncept  of external a udit is viewed as a systematic pr ocess  of  objectively  obtaining and 

eval uating evidence regarding asserti ons ab o ut ec on omic acti ons and events t o ascertain the 

degree  of c orresp ondence between th ose asserti ons and established criteria and c omm unicating 

the res ults t o interested  users (Messier, 2003). This sh ows that external a udit is b oth an 

investigative and rep orting pr ocess needed t o give s ome level  of ass urance and credibility 

enhanced by the independent nat ure  of the practiti oner(s). The external a udit or’s d uty d uring 

external a udit is t o express an  opini on  on whether the financial statements sh ow a tr ue and fair 

view, which is the main p urp ose f or their app ointment by the shareh olders. This stemmed  o ut 

beca use  of separati on  of  ownership fr om the b usiness and the need f or ‘an external watchd og’ 

 on the  operati ons  of the  organizati on d ue t o inf ormati on asymmetry. 

The c oncept  of tr ue and fair view, acc ording t o Kershaw, (2006) means c ompliance with 

applicable and relevant acc o unting standards. The external a udit is t o increase the c onfidence  of 

the stakeh olders in the financial inf ormati on incl uded in the financial statements, t o give a 

reas onable and affirm asserti on that the financial inf ormati on is free fr om err ors and presented in 

acc ordance with the acc o unting standards and with the general accepted acc o unting principles 

(GAAP).  Acc ording t o the Internati onal Standards  on A uditing iss ued by Internati onal A uditing 

and Ass urance Standards B oard (IAASB), the external a udit sh o uld enhance the degree  of 

c onfidence  of vari o us  users in the financial statements, by expressing an  opini on “ on whether the 

University of Ghana http://ugspace.ug.edu.gh



38	
	

financial statements are prepared, in all material respects, in acc ordance with an applicable 

financial rep orting framew ork... and financial statements give a tr ue and fair view in acc ordance 

with the framew ork” (ISA 200). The big q uesti on is h ow independent is the a udit or if h uge 

am o unts  of m oney is still g oing missing amidst strict laws and b urea ucracy inv olves in appr oving 

expendit ures? (Bart on & Br uder, 2014). 

Acc ording t o Deegan et al. (2011) the external a udit or is resp onsible f or the verificati on  of the 

financial statements and rep ort that they are reliable and c orrect f or the p urp oses  of decisi on 

making. In an external a udit, the financial statements are eval uated by the external a udit or, wh o 

is  objective and kn owledgeable ab o ut a uditing, acc o unting, and financial rep orting matters. In 

 order t o perf orm an external a udit  of an entity in the best p ossible manner, the external a udit or 

needs t o p ossess the characteristic  of independence which is f undamental f or the expressi on  of 

an  unbiased and independent a udit rep ort. Wines, (2011), stated that external a udit or need t o be 

independent since the latter reviews the financial statements  on behalf  of the shareh olders which 

sh o uld be d one with o ut impartially and with o ut bias. The external a udit or m ust n ot  only be 

independent  of the  organizati on being a udited b ut als o m ust be seen by  other parties as 

independent t o serve the p urp ose  of his/her app ointment. 

Acc ording t o Knapp, (1985), a udit or independence refers t o the ability and willingness t o resist 

client press ure. In  other w ords the ability  of the a udit or t o stay h onest and f oc us. The ability  of 

the a udit or t o exercise his  or her rights and d uties with o ut any c onstraints and interferences fr om 

management. Independence helps t o instill c onfidence and enhance the credibility  of the financial 

statements in the minds  of stakeh olders, m ost partic ularly the shareh olders, that the a udit was 

perf ormed in the m ost effective manner and that the financial statements are free fr om material 

misstatements and that they sh ow a tr ue and fair view. This will enable the a udit t o c ome  o ut with 
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inf ormati on f ully representing the perf ormance  of the  organisati on. Likewise the Independence 

Standards B oard (ISB), (2000) defined a udit or independence as the: “freed om fr om th ose 

press ures and  other fact ors that c ompr omise,  or can reas onably be expected t o c ompr omise an 

a udit ors' ability t o realize  unbiased a udit decisi ons”. 

Tand on, S udharsanam, and S undharabah u, (2006) states a udit t o mean a critical and intelligent 

examinati on  of facts-financial and  otherwise, t o give in the f orm  of certificate  or rep ort an 

attestati on, an expert  opini on  or an expert advice. This definiti on view a udit bey ond the 

examinati on  of financial statements  only b ut als o incl udes n on-financial events  of an 

 organizati on and g oes f urther t o p ortray explicitly that the exercise is carried  o ut by  one wh o is 

a pr ofessi onal as in terms  of being a certified acc o untant and independent.  

External a udit is an integral t o ol f or the enhancement  of the q uality  of financial rep orting and 

part  of the external c ontr ol system  of  organizati ons in Ghana. This is beca use the external a udit 

pr ovides a yardstick t o which the vari o us rep orts  of  organizati ons are meas ured. The imp ortance 

 of external a udit system cann ot be  underrated, since  organizati ons have rec ognized external a udit 

f uncti on as a t o ol f or ens uring effective w orkings  of the c ontr ol system.  Ok ol o, (2001) describes 

external a udit f uncti ons as an aspect  of c ontr ol mechanism, within a b usiness, manned by 

specially assigned pr ofessi onals.  

G o od c orp orate g overnance mechanisms demands, a significant r ole is assigned t o the external 

a udit or an independent individ ual  or firm, which beca use  of the increasing p ublic’s press ure and 

the c ollapses as well as the increasing financial malfeasance d ue t o misappr opriati ons and 

mismanagements is asked t o pr ove the significance  of external a udit in testing the reliability  of 

financial rep orting pr ocesses in an  organizati on. In  order t o achieve this  objective, Sikka et al, 
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(2009) s uggested that external a udit or sh o uld have a f ull kn owledge  of the c omplexity  of 

acc o unting and financial r ules, starting fr om the premise that external a udit or is the pers on 

a uth orised that sh o uld be able t o pr operly assess the effectiveness  of the way the direct ors are 

managing the financial health  of the c ompanies. 

The c oncept  of agency the ory clearly  o utlined a set  of r ules binding  on management wh o are 

 obliged t o  offer ass urance by availing their financial rec ords t o be assessed by independent 

eval uat ors t o express their  opini on  on the tr ue state  of affairs stakeh olders (Herr on & Crawf ord, 

2016). A related the ory that reaffirms this c oncept is the enterprise risk management which eq ually 

ca uti on management  of risk  of financial misappr opriati on and fra ud that is capable  of crippling 

the entire  organisati ons as it  occ urred in the Enr on’s case and many  other c ompanies that 

c ollapsed d ue t o high level financial scandals d ue t o the lack  of d ue pr ocess and m onit oring in 

the  United states  of America which finally res ulted in the enactment  of the Sarbanes- Oxley Act 

 of 2002 (Blair, 2016). 

 

Literat ure has it that the genesis  of financial a udit and the entire a uditing c oncept came int o being 

at the time the market needed evidence  on fra ud ulent activities  of s ome  unscr up ul o us p ublic 

sect or a udit ors wh o t o ok advantage  of  owners and invest ors in the early 1930’s and c onnived 

with managers and chief finance  officers t o  o utsmart all f orms  of c ontr ols systems and diverted 

f unds illegally (Thib odea u & Freier, 2014). It implies that a udit ors need a high degree  of 

independence t o pass j udgment  on acc o unting rec ords inv olving finance and res o urces 

management and appr opriati on in a fair and pr od uctive manner, The a uditing practice has gained 

gr o unds in b oth p ublic and private sect ors  of Ghana and it applicati on is well appreciated 

h owever the challenge  of ens uring a t otal independence  of management  or g overnment is a matter 
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 of c oncern which needs t o be addressed with  urgency c onsidering the p ublic  o utcry f or lack  of 

c onfidence and integrity in  private and state instit uti ons.  

 

2.2.7. Fact ors f or Effectiveness  of External A udit Activity 

Many researchers defined the effectiveness  of the external a udit. Al-Jaafreh, (2008) defined it as: 

"It is represented in achieving the  objectives  of external a udit in terms  of the emphasis that all 

financial acc o unting  operati ons have been rec orded acc ording t o generally accepted acc o unting 

principles and that the p ublished financial statements matches  up with the data c ontained in the 

rec ords, and that the rep ort  of the a udit or witnesses  of the j ustice  of the representati on  of these 

data  of w ork res ults f or a certain peri od, the financial p ositi on  on a specific date, based  on the 

a udit standards and r ules  of pr ofessi onal c ond uct and evidence  of adeq uate appr opriate a udit. 

The rep ort shall reflect  on the extent t o which this data is free  of err ors and material dist orti ons, 

and n ot t o give the  opini on  of an err or in the financial statements prepared by the administrati on."  

Al- Obeidi, (2012) als o defined the effectiveness  of external a udit as; “the ability  of a udit means 

and their evidence t o ens ure that the a udit pr ocess t o achieve the desired  objectives  of the a udit 

pr ocess and pr otecti on fr om relevant risks.” The effectiveness  of external a udit activities depends 

 on the ability t o achieve the desired  objectives and effectiveness  of the a udit or is meas ured by 

the extent  of his/her ability t o acc omplish the  objectives set by himself  or herself,  or th ose that 

are set by  others with less time, eff ort and c ost.  

 

Fr om the ab ove, the researcher define effectiveness as selecting  or identifying the best ways that 

the a udit or perf orms t o achieve the desired  objectives identified in advance with o ut wasting time 

and with less c ost and eff ort. It can be inferred that effectiveness is linked t o the ability  of the 
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a udit or t o achieve his  objectives, whereas the a udit or wh o achieves his  objectives, his a udit t o 

be c onsidered effective, meanwhile, the a udit or wh o d oes n ot achieves his  objectives, his a udit 

t o be c onsidered ineffective.  F or the effectiveness, the f oll owing infl uential fact ors are essential: 

Basis  of selecting a udit ors; A udit ors’ independence and A udit fees. 

 

 Basis  of Selecting A udit ors 

The Generally Accepted A uditing Standards (GAAS) is interested in pers onal q ualities  of the 

a udit or incl uding the first criteri on and partic ularly with scientific and practical q ualificati on, and 

this req uires that the perf ormance  of a udit pr ocess have t o be d one by pers ons wh o have received 

the appr opriate level  of training and have appr opriate technical skill t o w ork as a udit ors. The 

A uditing standard req uires a udit ors t o p ossess an adeq uate degree  of f ormal ed ucati on in 

acc o unting and a uditing, which is  one  of the m ost imp ortant c onditi ons f or certified p ublic 

acc o untant in m ost c o untries. The pr ocess  of selecting the external a udit or in devel oped 

c o untries is a c omplex pr ocess, b ut m ore it is c omplex in devel oping c o untries, d ue t o sh ort life 

 of pr ofessi on  or lack  of c ompleti on  of f undamental pillars  organizing the pr ofessi on (J omaa, 

2005). 

 

Acc ording t o Almer, et al (2014) reg ulat ory changes res ulting fr om the Sarbanes- Oxley Act  of 

2002 (S OX), c ons olidati on  of firms within the p ublic acc o unting pr ofessi on, mandated 

escalati on  of a udit firms’ q uality c ontr ol pr oced ures regarding c ons ultati on with nati onal firm 

experts, and increasing financial press ures within a udit firms all have c ontrib uted t o this 

transf ormed setting that has led t o tremend o us changes in the envir onment in which p ublic 

c ompanies select external a udit ors. S OX req uires a udit c ommittees t o be ‘‘directly resp onsible 
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f or the app ointment, c ompensati on, and  oversight  of the w ork  of any registered p ublic 

acc o unting firm’’ ( U.S. H o use  of Representatives 2002, S OX Secti on 301). This is t o enhance 

the q uality  of w ork perf ormed by the firm. 

 

Almer, et al (2014) asserted that Pre-S OX research  on a udit or selecti on generally f oc uses  on h ow 

a udit or characteristics impact the likelih o od  of selecti on. Their st udy examine predict or 

variables, incl uding the a udit or’s ind ustry specializati on (Abb ott & Parker 2000, 2001; Beasley 

& Petr oni 2001; Addams & Allred 2002), a udit firm size (e.g., Addams & Allred, 2002) and 

q uality (Eichenseher, 1985), a udit firm technical expertise, and the q uality  of a udit firm pers onnel 

(Hermans on et al., 1994). Their research als o c onsidered the imp ortance  of a udit c ommittee 

characteristics  on the a udit selecti on pr ocess (Abb ott & Parker 2000). 

 

 A udit ors’ Independence 

The req uirement t o ens ure reliable and high q uality  of a udit w ork has largely f oc used  on 

a udit or’s independence t o ens ure an a udit or is n ot t o o familiar with his client which is a threat 

t o independence, beca use if an a udit or is t o o familiar with his/her client it will je opardize their 

integrity and in ret urn impair their independent  opini on expected fr om the a udit or. A udit ors’ 

independence may be defined as an a udit or’s  unbiased rati onal attit ude in making decisi ons 

thr o ugh o ut the a udit and financial rep orting pr ocess. A udit ors are t o be independent and be seen 

t o be independent.  A udit ors’ lack  of independence rises the p ossibility  of being perceived as n ot 

being  objective. This means that the a udit or will n ot likely rep ort a disc overed breach (Deangel o, 

1981). Adeyemi and  Okpala (2011), pr on o unced that an a udit firm’s ten ure can res ult in a l oss 

 of a udit or’s independence. A l ong a udit-client relati onship c o uld lead t o an alignment  of the 
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a udit or’s interest and that  of its client which makes tr uly independent behavi o ur  of the a udit or a 

pr obability. The maj or threats t o a udit or independence are the fees perceived by the a udit or f or 

a udit and n on-a udit services and the length  of the a udit or – client relati onship. The impaired 

independence  of an a udit or res ult in p o or a udit q uality and all ows f or greater earnings 

management and l ower earnings q uality ( Ok olie, 2014). A udit or’s independence may be impaired 

by a udit or ten ure. As the a udit or client relati onship lengthens, the a udit or may devel op cl ose 

relati onship with the client and bec ome m ore likely t o act in fav o ur  of management, res ulting in 

red uced  objectivity and a udit q uality. 

	
A udit Fees 

A udit fee refers t o the rem unerati on payable t o an a udit or f or a udit and n on-a udit services 

rendered. In  other w ords, an a udit fee is a fee that a c ompany pays an external a udit or in exchange 

f or perf orming an a udit. A udit pr ocess req uires time and eff ort by the a udit or. This eff ort and 

time are reflected in the f orm  of c ost  or c osts  of the exec uting the wh ole service, like examining 

it, checking its risk and rep orting ab o ut it (M ohammad & S urr or, 2009). The am o unt  of fees paid 

t o external a udit ors is  of great imp ortance t o a n umber  of stakeh olders that is why discl os ure 

practices req uires that s uch inf ormati on be discl osed in the financial statements  of c ompanies 

(Kikhia, 2015; Hentati &Jilani, 2013). The Ghanaian a udit ind ustry is reg ulated by Instit utes  of 

Chartered Acc o untants, Ghana (ICAG). Acc o untants in Ghana have t o be ca uti o us when entering 

int o neg otiati ons f or pr ofessi onal w ork t o av oid any iss ue that can r uin their independent 

pr ofessi onal j udgment (ICAG, 2006).  Additi onally, it is a c ost spent  on seeking a benefit that 

j ustifies bearing it and this is related t o q uality and effectiveness that  offers that service, which is 

necessary f or a udit ors seeking t o  upgrade the pr ofessi on and keeping the c ust omers  of this 
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pr ofessi on wh o expect g o od effectiveness  of this service f or what they pay f or having it (Al-

Shateri & Al-Anqari, 2006). 

 

The 2012  UK C orp orate G overnance C ode intr od uced a req uirement f or the a udit c ommittee t o 

explain in the ann ual rep ort h ow it has assessed the effectiveness  of the a udit pr ocess. A new 

rec ommendati on  of the 2012 G uidance  on A udit C ommittees was that the a udit c ommittee rep ort 

t o the b oard  on the effectiveness  of the external a udit pr ocess, EY (2013). In acc ordance t o a 

p ublicati ons by Ernst and Y o ung (EY) in 2013, assessing the effectiveness  of the external a udit 

pr ocess- A g uide f or a udit c ommittees, stated the f oll owing as req uirements f or effective external 

a udit pr ocesses: 

1. An a udit pr ocess tail ored t o the risks facing the entity, the b usiness str uct ure and the 

reg ulat ory envir onment. 

2. An a udit team that is technically str ong, perceptive, intellect ually c uri o us and 

independent-minded - bringing an inf ormed pr ofessi onal scepticism t o bear  on 

management’s appr oach and asserti ons. 

3. An a udit appr oach that is based  on an  understanding  of the c ontr ol envir onment, 

incl uding the r ole  of inf ormati on techn ol ogy in s upp orting the financial rep orting 

pr ocess. 

4. An a udit c ult ure that seeks c ontin u o us impr ovement and increased q uality.  

 

The a udit or in a greater part resp onsible f or the effectiveness  of the a udit pr ocess activities, b ut 

management (the B oard  of Direct ors) and the a udit c ommittee have an imp ortant infl uence t o 

play. Their c ontrib uti ons sh o uld als o be c onsidered in the  overall assessment  of effectiveness. 
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F undamentally, an effective a udit pr ocess activities m ust deliver the right a udit  opini on, in which 

shareh olders have c onfidence. EY (2013), als o en umerated  other characteristics  of an effective 

a udit which incl ude: 

1. C omm unicati ons and rep orts t o th ose charged with g overnance that reflect the a udit 

team’s th o ught pr ocesses and rati onale f or c oncl usi ons. These sh o uld disc uss 

management’s appr oach, alternatives c onsidered, relevant c omparat ors and a clear 

artic ulati on  of the final c oncl usi on. 

2. Effective interacti on with management and the a udit c ommittee thr o ugh o ut its 

perf ormance - every one m ust  understand what the ‘a udit iss ues’ are, why they are ‘iss ues’ 

and h ow they will be res olved. 

 

2.2.8. R ole  of External A udit in C orp orate G overnance  

 Under ISA 240, “an a udit or c ond ucting an a udit in acc ordance with ISAs is resp onsible f or 

 obtaining reas onable ass urance that the financial statements taken as a wh ole are free fr om 

material misstatement, whether ca used by fra ud  or err or” (paras 5). Paragraphs 25 t o 32 explain 

the need t o identify, assess and resp onse t o the risk  of material misstatement d ue t o fra ud. 

Paragraph 10  of the same standard en umerated the  objectives  of the a udit or s uch as the f oll owing: 

1. T o identify and assess the risks  of material misstatement  of the financial statements d ue 

t o fra ud;  

2. T o  obtain s ufficient appr opriate a udit evidence regarding the assessed risks  of material 

misstatement d ue t o fra ud, thr o ugh designing and implementing appr opriate resp onses; 

and 

3. T o resp ond appr opriately t o fra ud  or s uspected fra ud identified d uring the a udit.  
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Cadb ury, (1992) declared that “the ann ual a udit is  one  of the c ornerst one  of c orp orate 

g overnance...The a udit pr ovides an external and  objective check  on the way in which the financial 

statements have been prepared and presented...” C oyle, (2010) explained that the r ole  of external 

a udit in c orp orate g overnance s uggested that it is imperative t o app oint independent expert t o 

a udit the financial statements f or the shareh olders and  other stakeh olders t o believe the 

inf ormati on in the financial statements. S ol om on, (2011) arg ued that, t o enhance transparency in 

a c ompany external a udit play the r ole, by helping the shareh olders m onit or and c ontr ol 

management.  

 

Basically, the stat ut ory r ole  of the external a udit ors is t o iss ue a udit rep ort  of his  or her  opini on 

 on financial statements. In  UK, the f uncti ons and d uties relating t o this r ole are specified in details 

 under secti ons 495-498  of the C ompanies Act 2006. Secti on 495 pr ovides that external a udit or 

m ust prepare rep ort  on all ann ual acc o unts d uring his ten ure as the a udit or and present t o the 

shareh olders. S uch rep ort is t o: identify the ann ual acc o unts a udited and the financial rep ort 

framew ork  used in the preparati on  of the financial statements; and describe the sc ope  of the a udit, 

a uditing standards  used in c ond ucting the a udit. In Ghana, the stat ut ory d uties and p ower  of the 

a udit or are stated  under the C ompanies Act, 1963 (Act 179), secti on 136 s ubsecti on (1) t o (6) 

and s ubsecti on (7) which state “The a udit ors, in additi on t o their stat ut ory d uties t o the members 

 under s ubsecti on (1)  of this secti on (i.e. 136), may,  under the terms  of their c ontract with the 

c ompany, expressly  or impliedly  undertake  obligati ons t o the c ompany in relati on t o the 

detecti on  of defalcati ons, and advice  on acc o unting, c osting, taxati on, raising  of finance and 

 other matters”.  
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An other iss ue s urr o unding the r ole  of the a udit ors is the gap between p ublic expectati on and 

their ass umed r ole partic ularly in detecti on  of fra ud (C o usins et al., 1998; Shaikh & Talha, 2003). 

Stakeh olders expect the a udit ors t o detect and rep ort material fra uds while the a udit ors have 

always claimed that detecti on  of fra ud is incidental n ot primary r ole  of a udit ors. Sikka, et al. 

(1998) declared that this iss ue has remained c ontr oversial and has l ower credibility and prestige 

 of the a udit ors’ w ork. Even then, st udies sh ow that s ome shareh olders still have regard f or 

a udited financial statements beca use it c ontains s ome degree  of credible inf ormati on (K othra, 

2001). 

	

2.3.0. Relati onship between Internal and External A udit. 

Pr ofessi onally, internal a udit ors strive t o create an effective f uncti on wh ose res ults can be relied 

 up on by the external a udit ors as evidence  of the  overall strength  of internal financial c ontr ol. The 

detailed backgr o und kn owledge which internal a udit has  of the  organisati on may be  of partic ular 

val ue in all owing their external c o unterparts t o  understand the backgr o und and circ umstances  of 

the activity they are reviewing. H owever, p ublicity ab o ut the r ole  of external a udit in high pr ofile 

private sect or cases s uch as Enr on has increased p ublic and parliamentary expectati ons  of external 

a udit ors, and has rightly  or wr ongly made p ublic sect or external a udit ors m ore ca uti o us ab o ut 

the degree  of reliance they place  on internal a udit (Glass, 2005). 

 

Establishing a pr ofessi onal w orking relati onship between the internal a udit or and the external 

a udit or sh o uld deliver benefits t o b oth parties. S uch relati onship all ows p otential  overlaps and 

gaps in the  overall a udit activity t o be identified and addressed, and assists in maximizing the 

extent t o which external a udit is able t o rely  on the w ork  of internal a udit in  undertaking its w ork. 
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Internal a udit ors als o need t o be aware  of planned and act ual external a udit c overage in  order t o 

assist in identifying their inf ormati on needs (ANA O, 2007). 

 

An effective c o- operati on between internal and external a udit helps b oth parties achieve their 

 objectives and als o helps them pr ovide a better service t o the b odies they w ork with and 

 ultimately t o the stakeh olders. H owever, s uch c o operati on can  only thrive in an envir onment 

where there is m ut ual c onfidence and the rec ogniti on that internal and external a udits are b oth 

c ond ucted within relevant pr ofessi onal standards and inf ormati on exchanged is treated 

pr ofessi onally and with integrity (NA O, 2000). 

 

T o establish str ong relati onship  one  of the fact ors needed is c o operati on between the parties and 

acc ording t o ECIIA ‘impr oving c o operati on between internal and external a udit’ this need s ome 

minim um levels  of interacti on and a higher and m ore freq uent level  of c o operati on. The 

p ublicati on c ontin ued t o en umerate the minim um level  of interacti on: “That a udit planning by 

b oth a udit types sh o uld be c o ordinated in  order t o av oid d uplicati on and  overlap; The internal 

a udit ors sh o uld make available the exec utive s ummary  of their rep ort t o the external a udit or and 

the external a udit or sh o uld send a c opy  of their rep ort and management letter t o the chief a udit 

exec utive; The internal and external a udit ors sh o uld meet at least  once a year t o disc uss c omm on 

iss ues and c oncerns and ens ure c o ordinati on; and The chief a udit exec utive sh o uld attend the 

a udit c ommittee ( or b oard) meeting f or agenda items relating t o the external a udit ors stat us 

rep ort”. Als o the higher and m ore freq uent level  of c o operati on incl ude: “The exchange  of 

inf ormati on and disc ussi on d uring the risk assessment exercise c oncerning financial and  other 

types  of risks; The eval uati on  of internal c ontr ols evidenced in the detailed internal a udit rep orts 
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c o uld be made available t o the external a udit ors; An exchange  of views  on meth od ol ogy and 

framew ork in  order t o establish a m ut ual  understanding  of a udit appr oach; Reg ular inf ormati on 

t o the external a udit or  on  updates t o the internal a udit plan;  Up on req uest, and where all owed by 

law, enable access t o specific w orking papers; Internal a udit interim rep orts incl uding c urrent 

stat us and pr ogress  on implementati on  of rec ommendati ons c o uld be made available t o external 

a udit; Reg ular meetings between the internal a udit ors and external a udit ors t o disc uss any 

relevant iss ues; Depending  on the level  of risks, the incl usi on  of the external a udit ors’ 

rec ommendati ons in the internal a udit stat us rep ort; and The reg ular participati on  of the chief 

a udit exec utive in any meetings the a udit c ommittee ( or b oard) h olds with the external a udit or.  

 

D obr oţean u, & D obr oţean u, (2002)  opined that the essence  of the c o ordinati on  of b oth internal 

and external a udit is  of tw o p oints  of view. Fr om external a udit’s p oint  of view it is imp ortant 

beca use, in this way (i.e. c o ordinati on), external a udit ors have the p ossibility t o raise the 

efficiency  of financial statements a udit; and that  of the internal a udit’s p oint  of view the 

c o ordinati on ass ures f or the internal a udit a pl us  of essential inf ormati on in the assessment  of 

risks c ontr ol. 

 

Internati onal Standards  of A udit (610 revised) “ using the w ork  of internal a udit ors”, als o 

benched mark the relati onship  of internal a udit and external a udit thr o ugh these pr ovisi ons: 

“Many entities establish internal a udit f uncti ons as part  of their internal c ontr ol and g overnance 

str uct ures. The  objectives and sc ope  of an internal a udit f uncti on, the nat ure  of its resp onsibilities 

and its  organizati onal stat us, incl uding the f uncti on’s a uth ority and acc o untability, vary widely 

and depend  on the size and str uct ure  of the entity and the req uirements  of management and, where 
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applicable, th ose charged with g overnance; ISA 315 (Revised) addresses h ow the kn owledge and 

experience  of the internal a udit f uncti on can inf orm the external a udit or’s  understanding  of the 

entity and its envir onment and identificati on and assessment  of risks  of material misstatement. 

ISA 315 (Revised) als o explains h ow effective c omm unicati on between the internal and external 

a udit ors als o creates an envir onment in which the external a udit or can be inf ormed  of significant 

matters that may affect the external a udit or’s w ork; Depending  on whether the internal a udit 

f uncti on’s  organizati onal stat us and relevant p olicies and pr oced ures adeq uately s upp ort the 

 objectivity  of the internal a udit ors, the level  of c ompetency  of the internal a udit f uncti on, and 

whether the f uncti on applies a systematic and disciplined appr oach, the external a udit or may als o 

be able t o  use the w ork  of the internal a udit f uncti on in a c onstr uctive and c omplementary 

manner. This ISA addresses the external a udit or’s resp onsibilities when, based  on the external 

a udit or’s preliminary  understanding  of the internal a udit f uncti on  obtained as a res ult  of 

pr oced ures perf ormed  under ISA 315 (Revised), the external a udit or expects t o  use the w ork  of 

the internal a udit f uncti on as part  of the a udit evidence  obtained. S uch  use  of that w ork m odifies 

the nat ure  or timing,  or red uces the extent,  of a udit pr oced ures t o be perf ormed directly by the 

external a udit or;  There may be individ uals in an entity that perf orm pr oced ures similar t o th ose 

perf ormed by an internal a udit f uncti on. H owever,  unless perf ormed by an  objective and 

c ompetent f uncti on that applies a systematic and disciplined appr oach, incl uding q uality c ontr ol, 

s uch pr oced ures w o uld be c onsidered internal c ontr ols and  obtaining evidence regarding the 

effectiveness  of s uch c ontr ols w o uld be part  of the a udit or’s resp onses t o assessed risks in 

acc ordance with ISA 330”.  
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2.4.0. S ummary  

 Effective c orp orate g overnance req uires a r ob ust, independent internal and external a udit 

f uncti ons, a very necessary parts  of healthy and s uccessf ul b usiness practices. Internal a udit’s 

eff orts are p urp osely centered  on c orp orate g overnance, risk management, and internal c ontr ol. 

As part  of management  of the  organizati on, albeit in an independent r ole, internal a udit are f ully 

vested in the  organizati on’s s uccesses, and it f uncti on is t o c over all  organizati onal  operati ons 

 on a c ontin u o us basis. At the c oncl usi on  of an a udit engagement, internal a udits are caref ul t o 

deliver th or o ugh “made-t o- order” rep orts t o the b oard and/ or a udit c ommittee that incl ude 

specific and detailed c oncl usi ons ab o ut h ow risks and  objectives are c urrently kn own and being 

managed. In additi on, internal a udit’s rep orts incl ude well-th o ught- o ut s uggesti ons f or 

c ontin u o us impr ovement, and help the entire  organizati on acc omplish g oals and  objectives t o 

impr ove internal c ontr ol and eliminate identified risks. The b ott om line is internal a udit f uncti ons 

are the key. T o ens ure that an  organizati on creates sh ort-, medi um-, and l ong-term val ue, internal 

a uditing is the  undeniable answer, and the internal a udit f uncti on is best perf ormed by q ualified 

individ uals w orking within a well-res o urced and independent internal a udit f uncti on. 

External a udit’s eff orts are f oc used  on giving  opini on  on the financial statements prepared 

thr o ugh the  organizati on’s rep orting systems which is part  of the internal c ontr ol systems  on 

which internal a udit f uncti ons are perf ormed. The oretically, it is widely ackn owledged that the 

r ole  of the external a udit is inevitable f or g o od c orp orate g overnance. There is n o d o ubt that the 

r ole  of the external a udits have br o ught ab o ut impr ovement in acc o untability and transparency 

in c orp orate g overnance thereby red ucing agency pr oblems. The faith  of the shareh olders and 

 other stakeh olders in the financial statements has been enhanced by the r ole  of external a udits.  
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C orp orate g overnance is a pr ocess which is c oncerned ab o ut h ow  organizati ons are managed, 

h ow managers are g overned, what q uesti ons face by b oards  of direct ors and the acc o untability 

 organizati ons have t o shareh olders. C orp orate g overnance m ust adhere t o s ome principles 

 o utlined in c odes devel oped f or the practice, see ab ove. Tw o  of these principles are rec ognising 

and managing risk and acc o untability which are made p ossible by these f uncti ons. These r oles 

als o assist management by adding val ue t o the  organizati on’s  operati ons, pr otecting investments 

in assets, detecting and preventing risk and enhanced financial rep orting by management. In the 

end, c orp orate g overnance benefits fr om the r oles  of internal and external a udits which enhances 

transparency, acc o untability and pr obity. 
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CHAPTER THREE 

RESEARCH METH ODS 

3.0 Intr od ucti on  

H ussy and H ussey (1997) and Cr otty (1998) as cited in Kripan ont, (2007) arg ue that there are 

several research types and designs b ut whichever the type is ch osen, the researcher needs t o f oc us 

 on a partic ular meth od ol ogy and j ustify h ow the ch osen meth od ol ogy is the m ost appr opriate 

f or the st udy.  

 

This secti on explains the appr oaches that were ad opted in the st udy. The st udy  used a mixed 

meth od design which  utilizes the strengths  of b oth q ualitative and q uantitative appr oaches. The 

mixed design gives the researcher a better  understanding  of the c oncept being expl ored and als o 

helps t o  overc ome the pr oblems that c ome fr om single meth od st udies. The p op ulati on  of the 

st udy was staff, made  up  of seni or-level managers and j uni or staff  of ten (10) h otels in the V olta 

regi on n umbering t o 247. 150 representing 60.73% resp ondents were selected f or the st udy all 

fr om the acc o unts and a udit department. The freq uency distrib uti ons sh owing percentages were 

 used after which a chi-sq uare test  of independence was perf ormed  on each variable t o analyze the 

vari o us aspects  of the r oles  of internal and external a udit and c orp orate g overnance practices 

being c onsidered in the st udy. The variables were cr oss tab ulated in cells called c ontingency 

tables and the hyp othesis is that the tw o variables are independent. The instr ument empl oyed in 

the st udy was str uct ured q uesti onnaires and semi-str uct ured interviews. The chapter als o 

describes h ow the data c ollected are analyzed and managed.  
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3.1 Research Design  

This st udy engaged the mixed meth od design which is the c ombinati on  of q ualitative and 

q uantitative appr oaches t o gather and analyze data (Creswell & Tashakk ori, 2007). In recent 

years, integrating q ualitative and q uantitative meth ods bec omes c omm on in research (Bryman, 

2006) beca use mixed meth od design can pr ovide th or o ugh and c omprehensive data in  order t o 

attain the research  objectives and answer the research q uesti ons.  The researcher believes the 

 objectives  of this st udy which are t o investigate whether the internal and external a udit f uncti ons 

are seen as imp ortant and val ue adding f uncti on t o the  organizati on’s  operati ons; t o investigate 

whether internal and external a udit f uncti ons really can enhance g o od c orp orate g overnance; t o 

investigate the expectati ons  of external stakeh olders in regards t o internal and external a udit can 

best be met by this research appr oach.  

 

Abawi, (2008) indicates that q uantitative inq uiry is based  on testing a the ory made  up  of variables 

and meas ured with n umbers and characterized by statistical techniq ues  or analysis. Q ualitatively, 

data is derived fr om staff  of the selected h otels thr o ugh interviews. Ary, Jac obs & Razavie (2002) 

as cited in Tettey, (2009:22) arg ue that q ualitative inq uiries seek t o  understand h uman and s ocial 

behavi or fr om an “insider perspective” res ulting in the vivid descripti on  of a phen omen on. The 

q ualitative aspect  of the st udy f oc uses  on sampling and deriving data fr om key  officials at the 

h otels wh o are t o make s ure c orp orate g overnance practices are adhered t o in the h otels thr o ugh 

interviews. This research meth od eliminates the s ubjectivity  of the researcher in a st udy while 

end orsing ne utrality (J ohns on &  Onw uegb uzie, 2004).  
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3.2 P op ulati on and Selecti on  of Case  

This s ub-secti on  of the meth od ol ogy disc usses the p op ulati on ad opted and the selecti on  of the 

case.  

 

3.2.1 P op ulati on  of the St udy  

A p op ulati on in a st udy by B urns and Gr ove, (1993) is “all elements (individ uals,  objects and 

events) that meet the sample criteria f or incl usi on in a st udy”. Parah o o, (1997) als o sees 

p op ulati on as “the t otal n umber  of  units fr om which data can be c ollected, s uch as individ uals, 

artifacts, events  or  organizati ons”. The target p op ulati on  of this research is defined t o be incl uded 

h otels specifically in H o, in the V olta Regi on. There are f orty- one (41) h otels in the V olta Regi on 

and in H o, the n umber st o od sixteen (16) at the time  of this research (s o urce: 

https://travel.j umia.c om).  Ten (10)  of these h otels have been selected f or the st udy representing 

62.5%.  

 

3.2.2 Selecti on  of Cases  

The  objective  of the st udy is t o investigate the r oles  of internal and external a udit in c orp orate 

g overnance str uct ure in the h ospitality ind ustry l o oking at h otels in the V olta Regi on specifically 

H o. This entails a detailed st udy  of the r oles  of internal and external a udit in c orp orate 

g overnance str uct ure in the h ospitality ind ustry l o oking at h otels that will ens ure acc o untability, 

transparency, ec on omy, efficiency and effectiveness t o achieve the  objectives  of the  organizati on 

and satisfy all  other stakeh olders. An emphasis has led t o “the ad opti on  of an interpretive stance, 

which seeks t o  unc over the tr uth by  understanding the phen omena in their real-life c ontext” 

(Walsham, 1995). The case st udy design is theref ore, empl oyed t o investigate the r oles  of internal 
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and external a udit in c orp orate g overnance str uct ure in h otels in the V olta Regi on specifically 

H o (SkyPl us H otel, V olta Serene H otel, Chances H otel, Africa Hill Res ort, Stevens H otel, 

Freed om H otel, Phil Plaza H otel, Lawnia H otel, Tars o H otel and W ork and Happiness). 

The  use  of these cases was based  on the c orp orate g overnance challenges that has been faced by 

h otels in the c o untry and the ability t o get access t o these facilities.  Obtaining access t o the 

resp ondents was n ot easy t o  obtain. F or instance, in the c o urse  of this research, ten h otels were 

appr oach s ome  of the h otels that were appr oached rejected t o be  used b ut were replaced l uckily. 

 

With regards t o sampling resp ondents, the stratified sampling techniq ue was  used in this st udy. 

This is a type  of sampling meth od in which the t otal p op ulati on  of the st udy is divided int o 

smaller gr o ups  or strata. The strata is f ormed based  on s ome c omm on characteristics in the 

p op ulati on. Acc ording t o Frankel, Wallen and Hy un (2012), stratified rand om sampling is “a 

pr ocess in which a certain s ubgr o ups,  or strata, are selected f or the sample in the same pr op orti on 

as they exist in the p op ulati on”. David (2005) said that it is the “pr ocess  of selecting a rand om 

sample fr om s ubgr o ups  or strata int o which a p op ulati on has been s ubdivided. The rati onale f or 

ch o osing this appr oach was that the researcher was seeking kn owledge ab o ut the Management 

and staff  opini on  on the r ole  of internal and external a udit in c orp orate g overnance str uct ures, 

which the participants w o uld make available by virt ue  of their experience.  

 

S o, a t otal  of  One h undred and fifty (150) resp ondents  o ut  of the staff  of the ten cases were 

incl uded in the st udy. This n umber c omprises  one h undred (100) staff and fifty (50) management 

members. A t otal  of 27 seni or level managers were interviewed (at least 2 fr om each h otel) d ue 

t o their time sched ules and  other resp onsibilities. 
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3.3 S o urces  of Data and Data C ollecti on Instr uments  

This secti on  of the meth od ol ogy disc usses the s o urces fr om which data were gathered and the 

data c ollecti on instr uments  used.  

 

3.3.1 S o urces  of Data  

B oth primary and sec ondary data was gathered f or the st udy. Acc ording t o Malh otra and Birks 

(2007), “the researcher sh o uld l ocate and analyze sec ondary data bef ore c ollecting primary data”. 

Sec ondary data was indicated as “data that have already been c ollected f or the p urp ose  other than 

the pr oblem at hand b ut which can help in sample designs and in the details  of primary research 

meth ods”. The researcher theref ore ad opted the  use  of primary and sec ondary data. The 

q uesti onnaire and interviews were the main s o urces  of the primary data.  

	
3.3.2 Data C ollecti on Instr uments  

The researcher ad opted the  use  of q uesti onnaires and interviews in the data c ollecti on. The 

q uesti onnaires were  used t o c ollect data fr om b oth j uni or staff in acc o unting and finance, and 

internal a udit departments and the interviews were c ond ucted t o s olicit data fr om seni or level 

managers. The researcher decided  on the administrati on  of the q uesti onnaires beca use they are 

q uick and easy t o  use. It is als o faster t o administer and d ue t o the grace peri od, that was given 

the resp ondents t o answer the q uesti ons, resp ondents are able t o think  over the q uesti ons and 

answer acc ordingly. S ome merits  of the q uesti onnaires are that the answers are gathered in a 

standardized way, s o q uesti onnaires are m ore dispassi onate, certainly m ore s o than interviews 

(Carter & Williams on, 1996). Als o, generally it is relatively q uick t o c ollect inf ormati on  using a 

q uesti onnaire. H owever, in s ome sit uati ons, they can take a l ong time n ot  only t o design b ut als o 

t o apply the analysis. An other advantage  over the  other instr uments is that p otentially inf ormati on 

University of Ghana http://ugspace.ug.edu.gh



59	
	

can be c ollected fr om a large p orti on  of a gr o up. This p otential is n ot  often realized, as ret urns 

fr om q uesti onnaires are  us ually l ow.  

 

“Semi-str uct ured and  unstr uct ured interviews are the maj or f orms  of q ualitative interviews and 

the  use  of an interview g uide is typical in a semi-str uct ured interview” (Edwards & H olland, 

2013). The  use  of the semi-str uct ure interviews enables the interviewees t o answer q uesti ons and 

lead the c onversati on t o areas that are very relevant b ut which may n ot have been c onsidered. It 

als o all ows flexibility t o pr obe, p urs ue a line  of q uesti oning  or pr ovide clarificati on. M ore over, 

the  use  of an interview as data c ollecti on techniq ue has “a maj or advantage  of the interview as a 

t o ol t o c ollect data lies in its p ower t o facilitate access t o the interviewees‟  opini ons and 

perspectives” (Babbie, M o ut on, V orster & Pr ozesky, 2001).  

3.4 Instr umentati on, Pre-Testing and Meth od  of Data C ollecti on  

The researcher  used designed interview g uide and q uesti onnaires as instr uments f or the data 

c ollecti on. A trial examinati on was d one with a small gr o up representative  of the p op ulati on  of 

Sky Pl us H otel t o eval uate the face validity  of the q uesti onnaire and the interview g uide. Th us, 

staff and management wh o were accessed and were ready t o answer the q uesti onnaires were 

interviewed. Ten staff and three management members were selected f or the pil ot st udy (C o oper 

& Schindler, 2003). Resp ondents were inf ormed t o fill  o ut the q uesti onnaire t ogether with 

interviews in  order t o enhance the meaning,  understanding, f ormatting and w ording  of the 

q uesti onnaire. D uring the individ ual initial test, the researcher and with the help  of the 

resp ondents went thr o ugh the q uesti ons t o kn ow what they (resp ondents) think the q uesti ons are 

trying t o ask. Likewise, a list  of q uesti ons was  used t o cr osscheck  on relevant iss ues ass ociated 

with the pre-test q uesti onnaire. Fr om the resp onse, rec ommendati ons and c omments, revisi ons 
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were made t o the instr ument. Th us, it will be easy f or resp ondents in the large s urvey t o answer 

the q uesti ons. There were typ ographical err ors, impr oper n umbering  of the q uesti ons and  unclear 

meaning  of certain sentences. These were c orrected by the researcher. S ubseq uent t o this, the 

q uesti onnaires were administered and the interviews were als o c ond ucted. The p urp ose  of the 

st udy was explained in a paragraph in the q uesti onnaire.  

 

In this st udy, seni or level managers were interviewed face t o face in t o access the r ole  of internal 

and external a udit in their  organizati ons. The interviews were semi-str uct ured interviews. The 

interview g uide was in tw o parts. Part A deals with the general and backgr o und inf ormati on  of 

the resp ondents and backgr o und inf ormati on  of the h otel and Part B deals with inf ormati on  on 

the r ole  of internal and external a udit in c orp orate g overnance str uct ure in h otels selected f or the 

st udy. It lasted the researcher ab o ut thirty min utes t o interview each seni or level manager. 

	

3.5 Data Analysis and Management  

The primary data were c ollected by administering q uesti onnaires t o the resp ondents. These 

q uesti onnaires were analyzed and presented  using tables and chi-sq uare test  of independence was 

perf ormed  on each variable f or the tw o q ualitative variables t o determine whether there is en o ugh 

evidence t o differ that the tw o n ominal  or  ordinal variables are related. It was als o  used t o infer 

whether differences exist am ong the tw o p op ulati ons  of n ominal  or  ordinal variables. In  order t o 

ascertain the tr ue evidence  of the st udy, the data was gathered, s orted, cleaned and c oded pri or t o 

the analysis. The variables which were derived based  on the review in chapter tw o were c odded 

as f oll ows: 
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C oding  of Internal A udit variables 

𝑥"     Internal a udit pr ovides ass urance by assessing and rep orting  on the effectiveness  of 

g overnance 

𝑥#     Internal a udit pr ovides ass urance by assessing and rep orting  on the risk management 

pr oced ures   in    the h otel 

𝑥$  Internal a udit pr ovides ass urance by assessing and rep orting  on the c ontr ol pr oced ures 

 of the h otel 

𝑥%   All the ab ove is meant t o help the h otel t o achieve strategic,  operati onal, financial and 

c ompliance  objectives 

𝑥&   Internal a udit pr ovides insight by acting as a catalyst f or management and the b oard t o 

have a deeper  understanding  of g overnance pr ocesses and str uct ures 

𝑥'    Internal a udit pr ovides insight  on g overnance, risk and c ontr ol which pr ov okes p ositive 

change and inn ovati on within the h otel 

𝑥(  Internal a udit pr ovides f oresight t o the h otel by identifying trends and bringing attenti on 

t o emerging challenges bef ore they bec ome crises  

𝑥)  Internal a udit helps t o eval uate the h otel’s  operati onal perf ormance 

𝑥*  Internal a udit helps t o ens ure adeq uacy and effective internal c ontr ol systems 

𝑥"+  Internal a udit helps t o ens ure resp onsible c orp orate g overnance 

𝑥""   Internal a udit helps t o detect, prevent and c orrect fra ud in financial statements which may 

threaten the integrity and q uality  of rep orts 

C oding  of External A udit variables 

𝑒"  External a udit f uncti ons help t o pr otect the interest  of shareh olders 
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𝑒#  External a udit f uncti on is seen as an independent f uncti on t o pr otect the interest  of 

shareh olders 

𝑒$  External a udit pr om otes acc o untability 

𝑒%  External a udit intr od uce c ompelling meas ures and p olicies t o enf orce acc o untability in 

the h otel 

𝑒&  External a udit helps in risk assessment as an independent  unit 

𝑒' External a udit is an essential element  of the h otel g overnance system 

𝑒(  External a udit pr ovides  oversight r ole by eval uating whether the h otel is d oing what it is 

s upp osed t o d o. 

𝑒)  External a udit pr ovides  oversight r ole by making s ure that the h otel spends f unds f or the 

intended p urp oses and c omplying with law and reg ulati on 

𝑒*  External a udit pr ovides s upp ort t o g overnance by verifying rep orts  of financial and 

pr ograms perf ormance and by testing adherence t o the h otel’s r ules and aims 

𝑒"+  External a udit pr ovides  oversight r ole t o detect and deter the h otel fra ud, wastes, ab use 

and  other mis uses  of p ower and res o urces entr usted t o management 

𝑒""  External a udit pr ovides insight t o assist decisi on-makers by assessing which pr ograms 

and p olicies are w orking and which are n ot 

𝑒"#  External a udit pr ovides insight t o assist decisi on-makers by sharing best practices and 

benchmarking inf ormati on 

𝑒"$  External a udit pr ovides insight r ole by l o oking h oriz ontally acr oss the h otel and 

vertically am ong the levels  of the h otel t o find  opp ort unities t o b orr ow, adapt  or 

reengineer management practices 
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𝑒"%  It pr ovides insight r ole t o instit uti onalized the h otel learning by pr oviding  ong oing 

feedback t o adj ust p olicies 

𝑒"&  It pr ovides f oresight by helping the h otel t o l o ok f orward and by identifying trends and 

bringing attenti on t o emerging challenges bef ore they bec ome crises  

𝑒"'  It als o pr ovides f oresight r ole by highlighting challenges t o c ome 

C oding  of C orp orate G overnance variables (these q uesti ons are meant t o establish the 

c orp orate g overnance str uct ures the h otels  operate in): 

𝑑"  The h otel has n ot ad opted any c orp orate g overnance c ode 

𝑑#  C orp orate g overnance c ode is irrelevant t o the  operati ons  of the h otel 

𝑑$  Implementati on  of c orp orate g overnance c ode is t o o expensive 

𝑑%  Internal and external a udit help in adhering t o c orp orate g overnance and that is en o ugh 

𝑑&  Management appreciates the f uncti ons  of a uditing b ut these f uncti ons are t o o expensive 

t o acq uire 

𝑑'  It is imp ortant t o have a b oard with diverse backgr o und/experience 

𝑑(  It is the resp onsibility  of the b oard t o ens ure that there is n o any malpractices 

𝑑)  It is  unnecessary t o kn ow details ab o ut the d uties and resp onsibilities  of the b oard 

𝑑*  Empl oyees are aware  of the benefits  of g o od c orp orate g overnance f or their c ompany 

𝑑"+  C ompany management pr om otes c ompliance with legal req uirements and r ules  

𝑑""  The internal a udit team is able t o eval uate and enhance the internal c ontr ol system  of the 

c ompany  

𝑑"#  C orp orate g overnance is a key t o  organisati on s uccess 
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𝑑"$  It is essential t o have a training ab o ut the g overnance iss ues  

𝑑"%  Internal a udit ors have the res o urces needed t o perf orm their individ ual resp onsibilities  

𝑑"&  The internal a udit team is able t o eval uate and enhance the internal c ontr ol system  of the 

c ompany  

 

The variables were cr oss tab ulated in cells called c ontingency tables and the hyp othesis is that the 

tw o variable are independent. Acc ording t o Healey, (1993), SPSS was  used beca use it is easily 

 used t o define variables, and assigned c odes t o resp ondents, enter data and generate  o utp uts 

(tables and charts).  

The data fr om the interview were s ummarized q ualitatively and interspersed with the res ults 

 obtained fr om the q uesti onnaires. All the interviews were transcribed, c oded and analysed in line 

with the  objectives  of the st udy. The raw data was transcribed and then read  over and  over again 

t o establish a pattern  of fl ow between the interviews which became the titles f or the disc ussi on 

 of the data. All c omments that can be traced t o a partic ular participant were rem oved fr om the 

data and the data was then analyzed.  

	

3.6 Ethical C onsiderati ons  

All s ocial  organizati ons have s ome ethical c oncerns t o c onsider. Reveal  of facts by staff that can 

affect the  organizati on incl udes many ethical c oncerns in relati on t o the w orkers  of the h ospitals 

selected. T o address this, j ustificati on  of the st udy was first explained t o the resp ondents s o as 

n ot t o inc onvenience them.  

The research is c ond ucted in strict adherence and c ompliance with the  university’s p olicies  of 

c ond ucting research. Th us, ass urance was pr ovided t o the resp ondents, that the inf ormati on they 
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pr ovided is  only f or academic p urp ose and w o uld n ot be discl osed t o any third party. Als o, the 

instr uments are str uct ured in s uch a way that, it c ontains n o pers onal inf ormati on s uch as address 

 or name that c o uld be  used t o trace the participants. This is d one n ot t o break the c onfidentiality 

p olicies  of the  university in c ond ucting research. The answering  of q uesti onnaire was straight 

f orward and simple in  other n ot t o ca use any inc onveniences t o the participants. M ore over, the 

resp ondents were given their freewill t o participate and withdraw fr om the research at any p oint 

in time based  on their c onvenience and n ot t o achieve the aims thr o ugh any f o ul means. 

	

3.7 Chapter S ummary  

This chapter l o oked at the research meth od ol ogies  used in this w ork. Explanati ons  on the 

researcher’s ch oice t o  use th ose meth od ol ogies were given. The researcher  used the mixed 

meth od design which incl udes b oth q ualitative and q uantitative appr oaches f or the w ork. 

Interviews and q uesti onnaires were the key meth ods  of data c ollecti on  used t o gather appr opriate 

data t o acc omplish the research  objectives. C onfidentiality was ens ured d uring the administrati on 

 of the q uesti onnaires and c ond ucting  of interviews. Permissi on was  obtained fr om the ten (10) 

h otels. The chapter als o described  other research meth od ol ogies incl uding P op ulati on and 

selecti on  of case, Data analysis and management and strategies  used t o ens ure ethical standards. 
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CHAPTER F O UR 

DATA ANALYSIS AND DISC USSI ON  OF FINDINGS 

4.0 Intr od ucti on 

This chapter c ontains the res ults  of the st udy c ond ucted t o answer the research q uesti ons: 

1. What are the specific r oles internal and external a udit play in c orp orate g overnance? 

2. Whether the expectati ons  of th ose charged with g overnance are met by the principles  of 

a uditing 

3. Whether there exist any missing link relevant t o meeting transparency and acc o untability 

which has n ot been c onsidered by stakeh olders.  

The chapter disc usses the analysed data c ollected fr om resp ondents. The res ults are presented in 

t ub ular f orms f or easy appreciati on. As menti oned in chapter three, the data was gathered, s orted, 

cleaned and c oded pri or t o the analysis.  The q uesti onnaire and the interview g uides were 

designed principally  on the maj or variables identified in the literat ure t o address the st udy 

 objectives. With regards t o the vari o us variables, the resp ondents were asked t o sh ow the extent 

t o which they agree  or disagree with the fact ors with a five p oint Likert scale where:  1- represents 

str ongly agree, 2 - agree, 3 - ne utral, 4 – disagree and 5 -str ongly disagree. In ascertaining the 

extent t o which the resp ondents agree  or  otherwise with the q uesti onnaire in relati on t o the r ole 

 of Internal and External A udit in C orp orate G overnance Str uct ure in H otels, the freq uency 

distrib uti ons sh owing percentages and charts (b oth bar and pie charts) were  used after which a 

chi-sq uare test  of independence was perf ormed  on each variable. The data fr om the interview 

were s ummarized q ualitatively and interspersed with the res ults  obtained fr om the q uesti onnaires. 

All the interviews were transcribed, c oded and analysed in line with the  objectives  of the st udy. 
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The raw data was transcribed and then read  over and  over again t o establish a pattern  of fl ow 

between the interviews which became the titles f or the disc ussi on  of the data. C omments that can 

be traced t o a partic ular participant were rem oved fr om the data and the data was then analysed.  

4.1 Resp onse Rate 

A t otal  of  one h undred (100) q uesti onnaires were distrib uted am ong the targeted p op ulati ons. 

All the  one h undred (100) q uesti onnaires were ret urned registering 100% resp onse rate. A t otal 

 of twenty-seven (27) seni or level managers  o ut  of fifty (50) envisaged were interviewed (at least 

2 fr om each h otel) d ue t o their time sched ules and  other resp onsibilities. The resp ondents were 

mainly j uni or and seni or staffs incl uding the managers fr om the h otels in H o. The findings were 

disc ussed acc ording t o the research  objectives: The aim  of this research is t o investigate the r oles 

 of internal and external a udit in c orp orate g overnance str uct ure in the h ospitality ind ustry 

l o oking at h otels in the V olta Regi on. 

4.2 Analysis  of Data 

This is the pr oced ure  of systematically  using a statistical techniq ue t o identify, describe, 

dem onstrate and eval uate data. Sham o o and Resnik (2003) asserts that m ost analytical pr ocesses 

give a way f or drawing ind uctive inferences fr om data and establishing the phen omen on fr om the 

statistical fl uct uati on intrinsic in the data.  

The secti on depicts the descriptive statistics  of vari o us research  objectives designed in the first 

chapter. With regards t o m ultiple q uesti ons, the researcher  used the Likert scale in arriving and 

assessing the data. H owever, these were f oll owed by presentati on  of s uitable tables and charts 

with the explanati ons and interpretati ons. 
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4.2.1 Analysis  of Bi o-Data  of Empl oyees 

This part dem onstrates the basic inf ormati on  of the resp ondents at the vari o us H otels  under the 

st udy. It incl udes the gender, age, level  of ed ucati on, type  of  occ upati on per a resp ondent selected 

f or the st udy. 

Table 4. 1 Age and Gender Distrib uti on  of resp ondents 

 

                     Age 

Gender 

T otal Male Female 

 

20-29 29 15 44 

30-39 33 12 45 

40-49 3 5 8 

50 and ab ove 2 1 3 

T otal 67 33 100 

S o urce: Field Data, 2019 

The table ab ove presents data  on age gr o up and gender. Fr om the table, it can be seen that m ost 

 of the resp ondents (67%) were males, c ompared t o (33%) wh o were females. Hence the st udy is 

skewed t owards the male resp ondents. This indicate that the res ult  of the st udy were mainly based 

 on the  opini ons  of the male resp ondents.  M ore over, by way  of age gr o up and gender, b oth 

University of Ghana http://ugspace.ug.edu.gh



69	
	

genders had ages falling  under the 30 – 39 years categ ory, representing 45%  of the resp ondents 

selected f or the st udy. Cl osely f oll owing that was the age gr o up 20-29 years f or b oth genders 

representing 44%  of the resp ondents. S o we can say that  only few  of the resp ondents had their 

ages bel ow 40 years. It als o s uggest that the  opini ons were expressed by resp ondents wh o are 

experienced  on the field  of w ork, beca use  up on interacti on m ost  of the resp ondents have w orked 

in vari o us h otels acr oss b oard.  

Table 4. 2 Distrib uti on  of Resp ondents’ level  of Ed ucati on  

Level  of Ed ucati on Freq uency Percent (%) 

  O’ level 2 2.0 

A’ level 8 8.0 

Certificate 33 33.0 

Dipl oma 34 34.0 

Degree 19 19.0 

 Others 4 4.0 

T otal 100 100.0 

S o urce: Field Data, 2019 

The table ab ove revealed the distrib uti on  of resp ondents’ ed ucati onal levels. It sh ows that at least 

all the resp ondents had had s ome level  of ed ucati on in their lives. As at the time  of the st udy, 2% 

 of the resp ondents have  obtained their  O’ level ed ucati on, 8% had A’ level ed ucati on, even 
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th o ugh these c o uld be seen far fr om relevance t o c ontrib uting t o this research, b ut experience 

 over the years in the  organisati on is significant t o add t o kn owledge, 33% have had Certificates 

c o urses, 34% had  obtained Dipl oma, 19% had Degree and finally 4% had  obtained  other levels 

 of ed ucati on. These incl udes C.A Level  One, Masters, MBA Finance and WASCCE fr om the 

nati onwide tertiary instit uti ons.  The st udy is skewed t o certificates and dipl oma grad uates which 

implies that m ost  of the  opini ons relating t o the st udy area represents participants in these 

categ ories. It is f urther clear that these are learned pe ople leading t o the findings  of this research 

t o an ideal res ult. 

Fig ure 4. 1 Departmental Distrib uti on  of resp ondents 

 

The fig ure ab ove displays the departmental distrib uti on  of the resp ondents. It was  observed that 

41.48%  of the t otal resp ondents were selected fr om the administrati on, 40.43% were ch osen fr om 

the acc o unt and finance department and 18.08% fr om the pr oc urement department. The res ults 

indicate that the distrib uti on was n ormal am ong the administrati on and acc o unts and finance 

resp ondents. This als o s uggest that the inf ormati on fr om resp ondents in these departments will 
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Figure	4.1	Departmental	Distribution	of	respondents
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pr ovide en o ugh credence t o determining the R ole  of Internal and External A udit in C orp orate 

G overnance Str uct ure in H otels. The key players in c orp orate g overnance str uct ure were d uly 

represented making the findings significant.  

An other categ ory  of the resp ondents were selected fr om the A udit department which was j ust in 

 one  of the h otels visited made 1%, this indicates that, m ost  of these h otel the oretically appreciate 

the r oles  of a udit b ut d o n ot acq uire the services  of the pr oviders.  Others like H o usekeeping 

department, pr oject department, recepti on and the resta urant represented 5%  of the resp ondents. 

 

Fig ure 4. 2 Resp ondents n umber  of years in the department 

The distrib uti on ab ove sh ows that resp ondents have served in the departments in their vari o us 

capacities  over the years. 62% have served fr om 1-5 years, 31% have serve fr om 6-10 years, 11-

15 years was 4%, 16-20 years was 2% and 21 and ab ove years was 1%. The researcher f o und 

these resp ondents are in seni or management levels and are basically resp onsible f or strategic 

decisi ons and als o since maj ority have w orked in the h otels f or at least 2 years they are abreast 
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with iss ues  of the checks and balances b oth internal and external in C orp orate G overnance 

Str uct ure in H otels and their views and  opini ons will be very  usef ul. 

A chi-sq uare test  of independence was perf ormed  on each variable f or the tw o q ualitative 

variables t o determine whether there is en o ugh evidence t o differ that the tw o n ominal  or  ordinal 

variables are related. It was als o  used t o infer whether differences exist am ong the tw o 

p op ulati ons  of n ominal  or  ordinal variables. The variables were cr oss tab ulated in cells called 

c ontingency tables and the hyp othesis is that the tw o variable are independent.  

4.2.2 A chi-sq uare test f or Internal A udit and C orp orate G overnance variables 

In this st udy d ue t o the n umer o us n ominal variables st udied,  only significant variables were 

c onsidered in the final rep ort. Eleven (11) variables were  used t o meas ure the r ole  of internal 

a udit  on the fifteen (15) variables  of the c orp orate g overnance str uct ure in h otels where the 

resp ondents were asked t o rate their level  of agreement with the variables  using the Likert scale 

where 1- represents str ongly agree, 2 - agree, 3 - ne utral, 4 – disagree and 5 -str ongly 

disagree. 

The c oded variables can be f o und  on pages 45-47 
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Table 4. 3.1 Chi-Sq uare Test f or x1 and d1 

C o unt d1  T otal 

 

 

x1 

 1 2 3 4 5  

1 8 21 6 13 4 52 

2 1 16 10 11 0 38 

3 0 0 2 4 0 6 

4 0 0 2 1 0 3 

5 1 0 0 0 0 1 

T otal  10 37 20 29 4 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    30.543 16  0.015 

N  Of Valid Cases    100    

Symmetric Meas ures    Val ue            Significance 

 Ordinal By  Ordinal 
Spearman 

C orrelati on 
0.148 0.143  

N  Of Valid Cases   100    

S o urce: Field Data, 2019 
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Fr om the  o utp ut ab ove, the c o unt part  of the table sh ows that; maj ority  of the resp ondents f or 

d1 end  up  opting f or agree at the c orp orate g overnance level. The resp ondents  on x1 als o prefer 

t o g o f or str ongly agree and agree. The table als o revealed that very few  of the resp ondents were 

 opting f or s omeh ow agree which is ne utral, disagree and str ongly disagree. 

The chi-sq uare part  of the table sh ows that the test is significant and s o the hyp othesis that, 

c orp orate g overnance is independent  of the internal a udit r oles at x1 and d1 is n ot tr ue, and m ust 

be rejected. The symmetric meas ure part  of the table reveals, h owever that the spearman 

c orrelati on between the tw o variables is weak, 0.142, appr oximately 0.10. A c orrelati on val ue is 

ass umed t o be str ong when it is very cl oser t o -1  or 1.  

Even th o ugh there is s ome am o unt  of relati onship between the resp ondents’  opini on  on x1 and 

d1, the relati onship is n ot str ong and w o uld  only h old 14.3%  of the time. Hence 85.7%  of the 

time c orp orate g overnance d oes n ot depend  on the r ole  of the internal a udit.  

Internal a udit based  on the the oretical literat ure reviewed is expected t o pr ovide ass urance d ue 

t o separati on  of  owners fr om  operati ons (Agency The ory) which has been c onfirmed by this test 

th o ugh the relati onship is weak.  
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Table 4.3. 2 Chi-Sq uare Test f or x1 and d2 

C o unt                       d2  T otal 

 

 

x1 

 1 2 3 4 5  

1 2 11 8 17 14 52 

2 1 8 9 18 2 38 

3 1 0 1 4 0 6 

4 0 0 2 1 0 3 

5 1 0 0 0 0 1 

T otal  5 19 20 40 16 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    37.747 16 0.002  

N  Of Valid Cases    100    

Symmetric Meas ures    Val ue            Significance 

 Ordinal By  Ordinal 
Spearman 

C orrelati on 
-0.162 0.108  

N  Of Valid Cases   100    

S o urce: Field Data, 2019 
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Fr om table 4.3.2, the c o unt part  of the table sh ows that; ab o ut the same n umber  of the 

resp ondents f or d2 were agreeing at the c orp orate g overnance level c ode as x1. The resp ondents 

 on x1 was far different fr om the latter. This means that ab o ut 96%  of the resp ondents str ongly 

agreeing with the r ole  of the internal a udit. The table revealed that very few  of the resp ondents 

were  opting, disagreeing and str ongly disagreeing t o x1 and d2. 

The chi-sq uare c ontingency table sh ows that the test is significant at 0.002 and s o the hyp othesis 

that, c orp orate g overnance is independent  of the internal a udit r oles at x1 and d2 is n ot tr ue, and 

m ust be rejected. The symmetric meas ure part  of the table reveals, that the spearman c orrelati on 

between the tw o variables is weak, 0.108, appr oximately 0.11. A c orrelati on val ue is ass umed t o 

be str ong when it is very cl oser t o -1  or 1.  

In the symmetric meas ures c ol umn, it was dem onstrated that there is s ome extent  of relati onship 

between the resp ondents  opini on  on x1 and d2, b ut n ot str ong en o ugh and w o uld  only h old 

10.8%  of the time. Hence 89.2%  of the time c orp orate g overnance c ode d oes n ot depend  on the 

r ole  of the internal a udit. The instit uti onal the ory explains why internal a udit is relevant, fr om 

the ab ove it is c onfirmed th o ugh weak as the relati onship may be, that internal a udit is relevant.  
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Table 4.3. 3 Chi-Sq uare Test f or x1 and d6 

C o unt                                     d6  T otal 

 

 

x1 

 1 2 3 4 5  

1 17 29 5 0 1 52 

2 17 14 3 3 1 38 

3 5 1 0 0 0 6 

4 0 0 3 0 0 3 

5 1 0 0 0 0 1 

T otal  40 44 11 3 2 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    38.651 16 0.001  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

-0.066 0.513  

N  Of Valid Cases   100    

S o urce: Field Data, 2019 
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Fr om table 4.3.3, the c o unt part  of the table sh ows that; 95%  of the resp ondents f or d6 were 

agreeing at the c orp orate g overnance c ode whereas 97% agreed t o x1. This means that ab o ut 96% 

 of the resp ondents str ongly agreeing with the r ole  of the internal a udit. The table als o revealed 

that very few  of the resp ondents were  opting, disagreeing and str ongly disagreeing t o x1 and d6. 

Similarly the chi-sq uare c ontingency table sh ows that the test is significant at 0.001 and s o the 

hyp othesis that, c orp orate g overnance is independent  of the internal a udit r oles at x1 and d6 is 

n ot tr ue, and m ust be rejected. The symmetric meas ure part  of the table reveals, that the spearman 

c orrelati on between the tw o variables is weak, -0.066, appr oximately -0.1. A c orrelati on val ue is 

ass umed t o be str ong when it is very cl oser t o -1  or 1.  

In the symmetric meas ures c ol umn, it was dem onstrated that there is s ome extent  of relati onship 

between the resp ondents  opini on  on x1 and d6, b ut n ot str ong en o ugh and w o uld  only h old 

51.3%  of the time. This means that c orp orate g overnance c ode will n ot depend  on the r ole  of the 

internal a udit in 48.7%  of the times.  

B oard diversity is essential t o every instit uti onal the ory implementati on as c onfirmed fr om the 

ab ove test. Als o internal a udit r ole  of pr oviding ass urance t o instit uti onal perf ormance has s ome 

relati onship with b oard diversity.  
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Table 4.3. 4 Chi-Sq uare Test f or x1 and d9 

C o unt d9  T otal 

 

 

 

x1 

 1 2 3 4 5  

1 7 33 7 3 2 52 

2 1 20 10 6 1 38 

3 0 0 4 2 0 6 

4 1 0 0 0 0 1 

5 9 54 23 11 3 100 

T otal  9 54 23 11 3 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    33.384 16 0.007  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

0.309 0.002  

N  Of Valid Cases   100    

S o urce: Field Data, 2019 
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Table 4.3.4 sh ows the c o unt part  of the res ults. It indicates that 99%  of the resp ondents f or d9 

str ongly agree and agree at the c orp orate g overnance level. The resp ondents  on x1 representing 

86% als o ch o ose t o g o f or str ongly agree and agree. The table als o revealed that few  of the 

resp ondents were  opting f or s omeh ow agree, disagree and str ongly disagree. 

The chi-sq uare part  of the table f urtherm ore sh ows that the test is significant at a significance 

val ue  of 0.007 and s o the hyp othesis that, c orp orate g overnance is independent  of the internal 

a udit r oles at x1 and d9 is n ot tr ue. Theref ore the hyp othesis m ust be rejected. The symmetric 

meas ure part  of the table reveals, that the spearman c orrelati on between the tw o variables is weak, 

0.309, appr oximately 0.3. A c orrelati on val ue is ass umed t o be str ong when it is very cl oser t o -

1  or 1.  

M ore over there exist a relati onship between the resp ondents’  opini on  on x1 and d9, the 

relati onship is n ot str ong and w o uld  only h old 0.002%  of the time. Theref ore 99.998%  of the 

time c orp orate g overnance c ode d oes n ot depend  on the r ole  of the internal a udit r oles.  

The relati onship established th o ugh very weak, it was c onfirmed thr o ugh the test that, empl oyees 

are aware  of the r oles  of internal a udit and it benefits t o the  organisati on. B ut the q uesti on is why 

d o management seems t o have less interest in acq uiring their service? 
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Table 4.3. 5 Chi-Sq uare Test f or x1 and d10 

C o unt                                   d10  T otal 

 

 

x1 

 1 2 3 4 5  

1 24 27 1 1 0 52 

2 15 20 3 0 0 38 

3 0 5 0 1 0 6 

4 2 1 0 0 0 3 

5 1 0 0 0 0 1 

T otal  42 53 4 1 0 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    23.898 12 0.021  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

0.121 0.230  

N  Of Valid Cases   100    

S o urce: Field Data, 2019 

University of Ghana http://ugspace.ug.edu.gh



82	
	

Table 4.3.5 sh ows that 99%  of the resp ondents f or d10  opted f or agree at the c orp orate 

g overnance level. The resp ondents  on x1 representing 99% selected als o went f or str ongly agree 

and agree respectively. The table revealed that few  of the resp ondents were  opting f or s omeh ow 

agree, disagree and str ongly disagree. 

The chi-sq uare test sh ows that the test is significant and s o the hyp othesis that, c orp orate 

g overnance is independent  of the internal a udit r oles at x1 and d10 is n ot tr ue, and m ust be 

rejected. The symmetric meas ures secti on  of the table reveals, that the spearman c orrelati on 

between the tw o variables is weak, 0.121, appr oximately 0.1. A c orrelati on val ue is ass umed t o 

be str ong when it is very cl oser t o -1  or 1.  

There is a relati onship between the resp ondents’  opini on  on x1 and d10, b ut relati onship is n ot 

s ufficient and w o uld  only h old 23%  of the time. Hence 77%  of the time c orp orate g overnance 

c ode d oes n ot depend  on the r ole  of the internal a udit.  

Fr om the test, it is evidenced that, c orp orate g overnance is a t o ol that enhance and help in 

c ompliance t o reg ulati ons and internal a udit aids in ens uring that is achieved. The agency the ory 

in it principles demand adherence t o reg ulat ory framew orks b oth internal and external.  
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Table 4.3. 6 Chi-Sq uare Test f or x1 and d11 

C o unt                                    d11  T otal 

 

 

x1 

 1 2 3 4 5  

1 12 35 4 1 0 52 

2 4 27 7 0 0 38 

3 0 0 6 0 0 6 

2 0 1 0 0 0 3 

5 1 0 0 0 0 1 

T otal  19 62 18 1 0 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    43.992 12 0.000  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

0.239 0.016  

N  Of Valid Cases   100    

S o urce: Field Data, 2019 
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Fr om table 4.3.6 ab ove, it was n oticed that the 99%  of the resp ondents f or d11 end  up  opting f or 

str ongly agree t o s omeh ow agree at the c orp orate g overnance level. 96%  of the resp ondents 

ch osen t o take their resp onses  on x1 als o prefer t o g o f or str ongly agree and agree. The table 

revealed that very few  of the resp ondents were  opting f or s omeh ow agree, disagree and str ongly 

disagree. 

The chi-sq uare tests als o sh ows that the test is significant and s o the hyp othesis that, c orp orate 

g overnance is independent  of the internal a udit r oles at x1 and d11 is n ot tr ue, and hence m ust be 

rejected. The symmetric meas ures  of the variables revealed that, the spearman c orrelati on between 

the tw o variables is very weak, at 0.239, appr oximately 0.2. A c orrelati on val ue is ass umed t o be 

str ong when it is very cl oser t o -1  or 1.  

Even th o ugh there exist s ome relati onship between the resp ondents’  opini on  on x1 and d11, the 

relati onship is s ufficiently n ot str ong and w o uld  only h old 1.6%  of the time. Hence 99.4%  of the 

time c orp orate g overnance c ode d oes n ot depend  on the r ole  of the internal a udit.  

A well-eq uipped internal a udit department in an  organisati on sh o uld be ready t o perf ormance 

r oles assigned. The st udy sh ow that, resp ondents asserted t o that. The phil os ophy behind 

f orm ulati on and intr od ucti on  of instit uti onal the ory is affirmed.  
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Table 4.3. 7 Chi-Sq uare Test f or x1 and d12 

C o unt                                  d12  T otal 

 

 

x1 

 1 2 3 4 5  

1 23 27 2 0 0 52 

2 15 18 5 0 0 38 

3 4 1 0 1 0 6 

4 1 1 0 1 0 3 

5 1 0 0 0 0 1 

T otal  44 47 7 2 0 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    30.199 12 0.003  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

0.044 0.667  

N  Of Valid Cases   100    

S o urce: Field Data, 2019 
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Fr om table 4.3.7, it was dem onstrated that the resp onses  of the resp ondents f or d12 was skewed 

t o th ose wh o were agreeing and str ongly agreeing. The res ults sh owed that 98%  opted f or agree 

at the c orp orate g overnance level. 90%  of all resp ondents  on x1 als o prefer t o g o f or str ongly 

agree t o agree. The table als o revealed that very few  of the resp ondents were  opting f or s omeh ow 

agree, disagree and str ongly disagree. 

The chi-sq uare test sh ows that the tests is significant and s o the hyp othesis that, c orp orate 

g overnance is independent  of the internal a udit r oles at x1 and d12 is n ot tr ue, and  m ust be 

rejected. The symmetric meas ures reveals that the spearman c orrelati on between the tw o variables 

very is weak, 0.044, appr oximately 0.0. A c orrelati on val ue is ass umed t o be str ong when it is 

very cl oser t o -1  or 1.  

F urtherm ore there is s ome negligible relati onship between the resp ondent’s  opini on  on x1 and 

d12, b ut the relati onship is n ot str ong and w o uld  only h old 66.7%  of the time. Hence 33.3%  of 

the time c orp orate g overnance c ode d oes n ot depend  on the r ole  of the internal a udit. 

Acc ording t o Ab or and Biekpe (2007), in a st udy: C orp orate G overnance,  Ownership str uct ure 

and Perf ormance  of SMEs in Ghana, “C orp orate g overnance can greatly assist the SME sect or 

by inf using better management practices, str onger internal a uditing, greater  opp ort unities f or 

gr owth and new strategic  o utl o ok thr o ugh n on-exec utive direct ors”. They went  on and said that, 

perf ormance in SMEs in Ghana is clearly infl uenced by c orp orate g overnance. Based  on the test 

ab ove it is clear that, c orp orate g overnance is key t o  organisati on s uccess. 
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Table 4.3. 8 Chi-Sq uare Test f or x2 and d1 

C o unt                                     d1  T otal 

 

 

x2 

 1 2 3 4 5  

1 6 15 5 13 2 41 

2 3 22 12 10 2 49 

3 0 0 2 6 0 8 

4 1 0 1 0 0 2 

5 0 0 0 0 0 0 

T otal  10 37 20 29 4 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    21.136 12 0.048  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

0.095 0.346  

N  Of Valid Cases   100    

S o urce: Field Data, 2019 
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Table 4.3.8 sh ows the chi-sq uare tests f or the variables x2 and d1, the c o unt res ults displays that; 

maj ority  of the resp ondents f or d1  opted f or str ongly agree t o agree at the c orp orate g overnance 

level. This represents 67%  of the resp onses. The resp ondents  on x2 als o prefer t o g o f or str ongly 

agree and agree rec ording 98%  of the resp onses. The table revealed that few  of the resp ondents 

wh o participated in the st udy  opted f or s omeh ow agree, disagree and str ongly disagree. 

The chi-sq uare part  of the table sh ows that the test is significant and s o the hyp othesis that, 

c orp orate g overnance is independent  of the internal a udit r oles at x2 and d1 is n ot tr ue, and m ust 

be rejected. The symmetric meas ure part  of the table reveals, that the spearman c orrelati on 

between the tw o variables is weak, 0.095, appr oximately 0.10.  

Even th o ugh there is s ome am o unt  of relati onship between the resp ondent’s  opini on  on x2 and 

d1, the relati onship is n ot str ong and w o uld  only h old 34.6%  of the time.  

Paape et al. (2003), Carcell o et al. (2005), Sarens (2009) and S oh and M ortin ov-Bennie, (2011) 

are with the view that Internal A udit F uncti ons (IAF) is als o an imp ortant c orp orate g overnance 

device that plays a significant r ole in  organizati onal g overnance by  overseeing the  organizati onal 

risk, eval uating and assessing c ontr ol mechanisms. The test ab ove th o ugh the relati onship weak, 

c onfirmed that, internal c ontr ol serves as risk management t o ols by assessing and rep orting  on 

risk. 
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Table 4.3. 9 Chi-Sq uare Test f or x2 and d2 

C o unt                                    d2  T otal 

 

 

 

x2 

 1 2 3 4 5  

1 6 4 6 16 9 41 

2 3 17 13 12 4 49 

3 0 1 3 4 0 8 

4 1 0 1 0 0 2 

5 0 0 0 0 0 0 

T otal  10 22 23 32 13 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    23.488 12 0.024  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

-0.168 0.0905  

N  Of Valid Cases   100    

S o urce: Field Data, 2019 
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Fr om the  o utp ut ab ove, the c o unt part  of the table sh ows that; maj ority  of the resp ondents f or 

d2 end  up  opting f or agree at the c orp orate g overnance level. The resp ondents  on x2 als o prefer 

t o f or str ongly agree and agree. The table als o revealed that very few  of the resp ondents were 

 opting f or s omeh ow agree, disagree and str ongly disagree. 

The chi-sq uare part  of the table als o sh ows that the test is significant and s o the hyp othesis that, 

c orp orate g overnance is independent  of the internal a udit r oles at x2 and d2 is n ot tr ue, and m ust 

be rejected. The symmetric meas ures part  of the table reveals, that the spearman c orrelati on 

between the tw o variables is weak, -0.168, appr oximately -0.2.  

M ore over th o ugh there is s ome relati onship between the resp ondent’s  opini on  on x2 and d2, the 

relati onship is n ot str ong and w o uld  only h old in ab o ut 9%  of the time. Hence 91%  of the time 

c orp orate g overnance c ode d oes n ot depend  on the r ole  of the internal a udit. 

The agency the ory brings ab o ut risk exp os ure  on shareh olders, since they relinq uish their 

res o urces t o th ose they have app ointed in stewardship. It implies that, f or safe investment there 

sh o uld be a mechanism t o assess and rep ort  on risk whether financial risk, c ompliance risk  or 

b usiness risk. The st udy seek t o affirm that,  one  of the r oles  of internal a udit is t o pr ovide 

ass urance by assessing and rep orting  on the risk management pr oced ures.   
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Table 4.3. 10 Chi-Sq uare Test f or x2 and d3 

C o unt                                     d3  T otal 

 

 

x2 

 1 2 3 4 5  

1 6 4 6 16 9 41 

2 3 17 13 12 4 48 

3 0 1 3 4 0 8 

4 1 0 1 0 0 2 

5 0 0 0 0 0 0 

T otal  10 22 23 32 13 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    23.301 12 0.025  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

-0.197        0.050  

N  Of Valid Cases   100    

S o urce: Field Data, 2019 
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Fr om the  o utp ut ab ove, the c o unt part  of the table sh ows that; ab o ut the same n umber  of the 

resp ondents f or d3 wh o  opted f or agree  or str ongly agree als o disagree at the c orp orate 

g overnance level. The resp ondents  on x2 als o prefer t o g o f or str ongly agree and agree. The table 

als o s uggest that very few  of the resp ondents were  opting f or s omeh ow agree, disagree and 

str ongly disagree. 

The chi-sq uare part  of the table als o sh ows that the test is significant and s o the hyp othesis that, 

c orp orate g overnance is independent  of the internal a udit r oles at x2 and d2 is n ot tr ue, and hence 

m ust be rejected. The symmetric meas ure part  of the table reveals, h owever that the spearman 

c orrelati on between the tw o variables is weak, -0.197, appr oximately -0.2. A c orrelati on val ue is 

ass umed t o be str ong when it is very cl oser t o -1  or 1.  

Even th o ugh there is s ome am o unt  of relati onship between the resp ondents’  opini on  on x2 and 

d2, the relati onship is n ot str ong and w o uld  only h old 5%  of the time. Hence 95%  of the time 

c orp orate g overnance c ode d oes n ot depend  on the r ole  of the internal a udit. 
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Table 4.3. 11 Chi-Sq uare Test f or x2 and d9 

C o unt                                    d9  T otal 

 

 

x2 

 1 2 3 4 5  

1 5 26 8 1 1 41 

2 3 28 8 8 2 49 

3 0 0 6 2 0 8 

4 1 0 1 0 0 2 

5 0 0 0 0 0 0 

T otal  9 54 23 11 3 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    28.914 12 0.004  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

0.287 0.004  

N  Of Valid Cases   100    

S o urce: Field Data, 2019 

University of Ghana http://ugspace.ug.edu.gh
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Table 4.3.11 sh ows the distrib uti ons  of x2 and d9. It dem onstrate that; 86%  of the resp ondents 

f or d9  opted f or str ongly agree t o s omeh ow agree at the c orp orate g overnance fact or. 98%  of the 

resp ondents  on x2 similarly  opted f or str ongly agree t o s omeh ow agree. The table als o revealed 

that very few  of the resp ondents were  opted f or s omeh ow agree, disagree and str ongly disagree. 

The chi-sq uare tests sh ows that the test is significant and s o the hyp othesis that, c orp orate 

g overnance is independent  of the internal a udit r oles at x2 and d9 is n ot tr ue, and hence m ust be 

rejected. The symmetric meas ures fr om the table reveals that, the spearman c orrelati on between 

the tw o variables is weak, 0.287, appr oximately 0.3.  

This implies that there is s ome extent  of relati onship between the resp ondent’s  opini on  on x2 and 

d9, b ut the relati onship is n ot highly negligible and w o uld h old at 0.4%  of the time. Hence 99.6% 

 of the time c orp orate g overnance c ode d oes n ot depend  on the r ole  of the internal a udit. 

Instit uti onal the ory simplifies r oles and ens ures that b oth internal and external a udit  oversee the 

management and administrative pr oced ures that lead t o the c ompany’s perf ormance, P owell and 

DiMaggi o (1991). It is essential that empl oyees are aware  of the r oles perf orm by these t o ols in 

 order t o appreciate them, the test ab ove c onfirms that, th o ugh the relati onship is weak. 
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Table 4.3. 12 Chi-Sq uare Test f or x2 and d10 

C o unt                                   d10  T otal 

 

 

x2 

 1 2 3 4 5  

1 15 23 3 0 0 41 

2 24 24 1 0 0 49 

3 1 6 0 1 0 8 

4 2 0 0 0 0 2 

5 0 0 0 0 0 0 

T otal  42 53 4 1 0 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    19.626 9 0.020  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

-0.062 0.539  

N  Of Valid Cases   100    

S o urce: Field Data, 2019 

University of Ghana http://ugspace.ug.edu.gh



96	
	

Table 4.3.12 sh ows the distrib uti ons  of x2 and d10. It indicate that 99%  of the resp ondents f or 

d10 str ongly agree t o agree at the c orp orate g overnance fact or. 98%  of the resp ondents  on x2 

als o resp onded str ongly agree t o agree. It was als o revealed that very few  of the resp ondents were 

 opted f or s omeh ow agree, disagree and str ongly disagree. 

The chi-sq uare tests at 0.02 sh ows that the test is significant and s o the hyp othesis that, c orp orate 

g overnance is independent  of the internal a udit r oles at x2 and d10 is n ot tr ue, and m ust be 

rejected.  

The symmetric meas ures  of the analysis sh ows that the spearman c orrelati on between the tw o 

variables is weak x2 and d10 at -0.062, appr oximately -0.1.  

The relati onship between the resp ondents’  opini on  on x2 and d10 the relati onship is weak and 

w o uld  only h old 53.9%  of the time. Hence 46.1%  of the time, c orp orate g overnance c ode will 

n ot depend  on the r ole  of the internal a udit.  

The relati onship between x2 and d10 th o ugh weak, b ut better as c ompared t o the  others seeks t o 

emphasis that c ompliance with r ules and reg ulati ons have s ome relati onship which enhance 

assessment and rep orting  of risk. It als o helps in red ucing and managing it. Gramling (2004) assert 

that, the effectiveness  of internal a udit helps the c ompany t o  operate in acc ordance with standards 

and reg ulati ons by eval uating specific c ontr ols and pr oced ures and ass ure th ose charged with 

g overnance that internal c ompany pr ocesses are adeq uate and f uncti onal. 
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Table 4.3. 13 Chi-Sq uare Test f or x2 and d11 

C o unt                                   d11  T otal 

 

 

 

x2 

 1 2 3 4 5  

1 12 24 4 1 0 41 

2 4 38 7 0 0 49 

3 1 0 7 0 0 8 

4 2 0 0 0 0 2 

5 0 0 0 0 0 0 

T otal  19 62 18 1 0 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    45.769 9 0.000  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

0.255 0.011  

N  Of Valid Cases   100    

S o urce: Field Data, 2019 
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Table 4.3.13 tab ulates the res ults  of the distrib uti ons  of x2 and d11. It indicate that 99%  of the 

resp ondents f or d11 str ongly agree t o agree at the c orp orate g overnance fact or. 98%  of the 

resp ondents  on x2 als o resp onded str ongly agree t o agree. It als o indicated that few  of the 

resp ondents  opted f or s omeh ow agree, disagree and str ongly disagree. 

The chi-sq uare tests at 0.00 sh ows that the test is highly significant and s o the hyp othesis that, 

c orp orate g overnance is independent  of the internal a udit r oles at x2 and d11 is n ot tr ue, and m ust 

be rejected.  

The symmetric meas ures sh ows the c orrelati on between the tw o variables x2 and d11 as weak at 

ar o und 0.255. The relati onship between the resp ondent’s  opini on  on x2 and d11 is weak and 

w o uld  only be p ossible at 1.1%  of the time. Hence 98.9%  of the time, c orp orate g overnance c ode 

will n ot depend  on the r ole  of the internal a udit. 

Th o ugh the test sh ows weak str ong relati onship, it affirms that internal a udit r ole  of eval uati on 

leads t o enhancing the internal c ontr ol system  of an  organisati on, pr ovides ass urance by assessing 

and rep orting  on the risk and management pr ocesses and pr oced ures t o c urb them. 
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Table 4.3. 14 Chi-Sq uare Test f or x2 and d12 

C o unt                                    d12  T otal 

 

 

x2 

 1 2 3 4 5  

1 17 19 5 0 0 41 

2 21 26 2 0 0 49 

3 4 2 0 2 0 8 

4 2 0 0 0 0 2 

5 0 0 0 0 0 0 

T otal  44 47 7 2 0 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    29.593 9 0.001  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

-0.071 0.480  

N  Of Valid Cases   100    

S o urce: Field Data, 2019 
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Table 4.3.14 tab ulates the res ults  of the distrib uti ons  of x2 and d12. It indicates that 98%  of the 

resp ondents f or d12 str ongly agree t o agree at the c orp orate g overnance fact or. 90%  of the 

resp ondents  on x2 als o resp onded str ongly agree t o agree. It als o indicated that few  of the 

resp ondents  opted f or s omeh ow agree, disagree and str ongly disagree. 

The chi-sq uare tests at 0.001 sh ows that the test is highly significant and s o the hyp othesis that, 

c orp orate g overnance is independent  of the internal a udit r oles at x2 and d12 is n ot tr ue, and m ust 

be rejected.  

The symmetric meas ures sh ows that the spearman c orrelati on between the tw o variables x2 and 

d12 is weak at ar o und -0.7. The relati onship between the resp ondent’s  opini on  on x2 and d12 is 

weak and w o uld  only h old 48%  of the time. Hence 52%  of the time, c orp orate g overnance c ode 

will n ot depend  on the r ole  of the internal a udit. 

The c oncept  of agency the ory clearly  o utlined a set  of r ules binding  on management wh o are 

 obliged t o  offer ass urance by availing their financial rec ords t o be assessed by independent 

eval uat ors t o express their  opini on  on the tr ue state  of affairs  of stakeh olders (Herr on & 

Crawf ord, 2016). A related the ory that reaffirms this c oncept is the enterprise risk management 

which eq ually ca uti on management  of risk  of financial misappr opriati on and fra ud that is capable 

 of crippling the entire  organisati ons as it  occ urred in the Enr on’s case and many  other c ompanies 

that c ollapsed d ue t o high level financial scandals as a res ult  of lack  of d ue pr ocess and 

m onit oring in the  United States  of America which finally res ulted in the enactment  of the 

Sarbanes- Oxley Act  of 2002 (Blair, 2016). The test sh ows there are s ome relati onship between 

c ompliance and s uccess. Managing risk exp os ure has a direct effects  on perf ormance.  
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Table 4.3. 15 Chi-Sq uare Test f or x3 and d1 

C o unt                                     d1  T otal 

 

 

x3 

 1 2 3 4 5  

1 4 22 3 14 3 46 

2 4 13 13 10 1 41 

3 0 2 3 5 0 10 

4 0 0 1 0 0 1 

5 2 0 0 0 0 2 

T otal  10 37 20 29 4 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    36.352 16 0.003  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

0.038 0.705  

N  Of Valid Cases   100    

S o urce: Field Data, 2019 
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Table 4.3.15 tab ulates the res ults  of the distrib uti ons  of x3 and d1. It indicates that 67%  of the 

resp ondents f or d1 str ongly agree t o s omeh ow agree at the c orp orate g overnance fact or. 97%  of 

the resp ondents  on x3 als o resp onded str ongly agree t o agree. It als o indicated that few  of the 

resp ondents  opted f or s omeh ow agree, disagree and str ongly disagree. 

The chi-sq uare tests at 0.003 sh ows that the test is highly significant and s o the hyp othesis that, 

c orp orate g overnance is independent  of the internal a udit r oles at x3 and d1 is n ot tr ue, and hence 

m ust be rejected.  

The symmetric meas ures sh ow the c orrelati on between the tw o variables x3 and d1 as weak at 

ar o und 0.038. The relati onship between the resp ondent’s  opini on  on x3 and d1 is weak and w o uld 

 only be p ossible at 71%  of the time. Hence 29%  of the time, c orp orate g overnance c ode will n ot 

depend  on the r ole  of the internal a udit. 

The relati onship established here was weak, b ut the test c onfirmed that internal a udit pr ovides 

ass urance by assessing and rep orting  on the c ontr ol pr oced ures  of the h otel t o the extent that 

even n ot ad opting any c orp orate g overnance c ode might n ot impaired this r ole.  

 

4.2.3 A chi-sq uare test f or External A udit and C orp orate G overnance variables 

Here als o d ue t o the n umer o us n ominal variables st udied,  only significant variables were 

c onsidered in the final rep ort. In the research sixteen (16) variables were  used t o meas ure the r ole 

 of external a udit  on the fifteen (15) variables  of the c orp orate g overnance str uct ure in h otels 

where the resp ondents were asked t o rate their level  of agreement with the variables  using the 

scale where 1- represents str ongly agree, 2 - agree, 3 - ne utral, 4 – disagree and 5 -str ongly 

disagree. 
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Table 4. 4 Chi-Sq uare Test f or e1 and d1 

C o unt                                     d1  T otal 

 

 

e1 

 1 2 3 4 5  

1 8 13 3 7 1 32 

2 1 22 10 17 2 52 

3 0 1 7 4 1 13 

4 0 1 0 1 0 2 

5 1 0 0 0 0 1 

T otal  10 37 20 29 4 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    6.089 16 0.003  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

0.273  0.006  

N  Of Valid Cases   100    

S o urce: Field Data, 2019 
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The  o utp ut in table 4.4.1 ab ove sh ows the distrib uti ons  of e1 and d1. The c o unt part  of the table 

s uggest that all the  opini ons shared by the resp ondents were skewed t o  one side, specifically 

str ongly agree t o s omeh ow agree. This represents ab o ut 67%  of the resp onses f or d1 at the 

c orp orate g overnance level. 97%  of the resp ondents  on e1 als o prefer t o g o f or str ongly agree 

and agree. The table als o revealed that a significant n umber  of the resp ondents were  opting f or 

s omeh ow agree, disagree and str ongly disagree. 

The chi-sq uare tests als o sh ows that the test is highly significant at a significant val ue  of 0.003 

and s o the hyp othesis that, c orp orate g overnance is independent  of the external a udit r oles at d1 

and e1 is n ot tr ue, and hence m ust be rejected.  

The symmetric meas ures reveals that, the spearman c orrelati on between the tw o variables is very 

weak at, 0.273, appr oximately 0.3. This c o uld s uggest that there may n ot be any c orrelati on 

am ong the variables. A c orrelati on val ue is ass umed t o be str ong when it is very cl oser t o -1  or 

1.  

Even th o ugh there is s ome am o unt  of relati onship between the resp ondent’s  opini on  on e5 and 

d1, the relati onship is n ot str ong and w o uld  only h old 0.6%  of the time. Hence 99.4%  of the time 

c orp orate g overnance c ode d oes n ot depend  on the r ole  of the external a udit. 

S ol om on, (2011) arg ued that, t o enhance transparency in a c ompany external a udit play the r ole, 

by helping the shareh olders m onit or and c ontr ol management. This enhances sec urity  of 

investments which s o urces  of f unding are m ostly fr om the shareh olders. The instit uti onal the ory 

help t o establish the imp ortance  of  organizati onal str uct ures in terms  of c onf ormity t o r ules and 

s ocial acc o untability which is in place t o enhance transparency. This test c onfirmed that external 

a udit enhances transparency which pr otect the interest  of shareh olders. 
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Table 4.4. 1 Chi-Sq uare Test f or e5 and d4 

C o unt                                    d4  T otal 

 

 

e5 

 1 2 3 4 5  

1 12 13 6 1 0 32 

2 5 32 12 3 0 52 

3 1 5 2 3 2 13 

4 0 2 0 0 0 2 

5 0 0 0 0 1 1 

T otal  18 52 20 7 3 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    61.077 16 0.000  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

0.332  0.001  

N  Of Valid Cases   100    

S o urce: Field Data, 2019 
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The  o utp ut in table 4.4.2 ab ove sh ows the distrib uti ons  of e5 and d4. The c o unt part  of the table 

indicate that all the  opini ons shared by the resp ondents were skewed t o  one side, specifically 

str ongly agree t o s omeh ow agree. This represents ab o ut 90%  of the resp onses f or d4 at the 

c orp orate g overnance level. 97%  of the resp ondents  on e5 als o prefer t o g o f or str ongly agree 

and agree. The table als o revealed that a significant n umber  of the resp ondents were  opting f or 

s omeh ow agree and str ongly disagree. The chi-sq uare tests als o sh ows that the test is highly 

significant with its val ue at 0.0 and s o the hyp othesis that, c orp orate g overnance is independent 

 of the external a udit r oles at d4 and e5 is n ot tr ue, and hence m ust be rejected.  

The symmetric meas ures indicate that, the spearman c orrelati on between the tw o variables is very 

weak at, 0.332, appr oximately 0.3. This c o uld s uggest that there may be a weak c orrelati on am ong 

the variables. F urtherm ore, there is s ome level  of relati onship between the resp ondent’s  opini on 

 on e5 and d4, b ut the relati onship is n ot str ong en o ugh and w o uld  only h old 0.1%  of the time. 

Hence 99.9%  of the time c orp orate g overnance c ode d oes n ot depend  on the r ole  of the external 

a udit. 

The c oncept  of tr ue and fair view, acc ording t o Kershaw (2006) means c ompliance with 

applicable and relevant acc o unting standards. These acc o unting standards were devel oped in 

 order t o red uce risk/prevent risk  of material misstatements whether d ue t o err or  or fra ud in the 

rep orting  of perf ormance by  organisati ons. T o establish str ong relati onship between internal and 

external a udit f uncti ons  one  of the fact ors needed is c o operati on between the parties and 

acc ording t o ECIIA, the higher and m ore freq uent level  of c o operati on incl ude: “The exchange 

 of inf ormati on and disc ussi on d uring the risk assessment exercise c oncerning financial and  other 

types  of risks. The ab ove test c onfirmed h ow independent  unit as an external a udit or can help in 
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risk assessment as well as c o operating with internal a udit or helps in adhering t o c orp orate 

g overnance.  

Table 4.4. 2 Chi-Sq uare Test f or e8 and d1 

C o unt                                     d1  T otal 

 

 

e8 

 1 2 3 4 5  

1 6 13 6 10 2 37 

2 3 24 11 13 0 51 

3 0 0 3 3 2 8 

4 0 0 0 0 3 3 

5 1 0 0 0 0 1 

T otal  10 37 20 29 4 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    38.890 16 0.002  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

0.168  0.094  

N  Of Valid Cases   100    

S o urce: Field Data, 2019 

The  o utp ut in table 4.4.3 ab ove sh ows the distrib uti ons  of e8 and d1. The c o unt part  of the table 

indicate that all the views shared by the resp ondents were skewed t o  one side, specifically str ongly 
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agree t o s omeh ow agree. This represents ab o ut 67%  of the resp onses f or d1 at the c orp orate 

g overnance level. 97%  of the resp ondents  on e8 als o prefer t o g o f or str ongly agree and agree. 

The table als o s uggest that a significant n umber  of the resp ondents were  opted f or s omeh ow 

agree and str ongly disagree. 

The Pears on chi-sq uare tests f or independence sh ows that the test is highly significant with its 

val ue at 0.002 and s o the hyp othesis that, c orp orate g overnance is independent  of the external 

a udit r oles at e8 and d1 is n ot tr ue, and hence m ust be rejected.  

The symmetric meas ures indicate that, the spearman c orrelati on between the tw o variables is very 

weak at, 0.168, appr oximately 0.2. This c o uld s uggest that there may be a weak c orrelati on am ong 

the variables.  

Additi onally, there is s ome level  of relati onship between the resp ondent’s j udgment  on e8 and 

d1, b ut the relati onship is insignificant and w o uld  only h old 9.4%  of the time. Hence 97.5%  of 

the time  one’s ch oice  of c orp orate g overnance c ode d oes n ot depend  on the r ole  of the external 

a udit. 

S ulaiman (2017) paper  on  Oversight  of a udit q uality in the  UK: insights int o a udit 

c ommittee c ond uct s uggests that effectiveness  of the  oversight r ole  of a udit q uality in the 

 UK is infl uenced by the q uality  of the chairman  of the a udit c ommittee (AC) and the q uality 

 of the relati onship between the AC and external a udit ors. This indicates that external a udit 

as part  of it r oles pr ovides  oversight r ole assisting management in their r oles t owards 

directing and c ontr olling an  organisati on f or res ult set achievements. The agency the ory 

describes the relati onship between c ontract parties  under which  one  or m ore pers ons (principal) 

wh o is/are the ec on omic res o urce  owner(s) engage an other pers on (agent) wh o is charged with 
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 using and c ontr olling these res o urces t o carry  o ut s ome services  on their behalf, which inv olve 

delegating s ome decisi on-making c ontr oller t o the agent. H owever, this the ory pr op oses that 

s uch kind  of relati onship between the principal  or manager and the agent is n ot very firm f or 

s ome reas ons. First, the agents may n ot be tr usted t o take the best acti on beca use they can act in 

their  own interests and they  us ually have m ore inf ormati on than principal leading t o inf ormati on 

asymmetry. Th us, different internal and external c orp orate g overnance mechanisms have been 

s uggested t o limit agency pr oblems and c osts and make an appr oach between the principal’s 

interest and agent’s interest sim ultane o usly.  
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Table 4.4. 3 Chi-Sq uare Test f or e8 and d14 

C o unt                                    d14  T otal 

 

 

e8  

 1 2 3 4 5  

1 5 21 9 1 1 37 

2 8 28 10 4 1 51 

3 3 3 0 2 0 8 

4 2 0 1 0 0 3 

5 0 0 0 0 1 1 

T otal  18 52 20 7 3 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    43.345 16 0.000  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

-0.043       0.670 

 

 

N  Of Valid Cases   100    

S o urce: Field Data, 2019 
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The table 4.4.4 ab ove sh ows the distrib uti ons  of e8 and d14. The c o unt indicate that all the 

assessments by the resp ondents were skewed t o  one side (fr om left str ongly agree t o right str ongly 

disagree). This represents ab o ut 96%  of the resp onses f or d14 at the c orp orate g overnance level. 

99%  of the resp ondents  on e8 als o prefer t o g o f or str ongly agree and agree. The table als o 

s uggest that a significant n umber  of the resp ondents  opted f or s omeh ow agree and str ongly 

disagree. 

The Pears on chi-sq uare tests f or independence sh ows that the test is highly significant with its 

significant val ue at 0.0 and s o the hyp othesis that, c orp orate g overnance is independent  of the 

external a udit r oles at d14 and e8 is n ot tr ue, and hence m ust be rejected.  

The symmetric meas ures indicate that, the spearman c orrelati on between the tw o variables is very 

weak at, -0.043, appr oximately -0.1. This c o uld s uggest that there may be a negative c orrelati on 

am ong the variables.  

Additi onally, there is s ome level  of relati onship between the resp ondent’s j udgment  on e8 and 

d14, b ut the relati onship is insignificant and w o uld h old 67%  of the time. Hence 33%  of the time 

 one’s ch oice  of c orp orate g overnance c ode d oes n ot depend  on the r ole  of the external a udit. 

This test sh ows a negative weak c orrelati on between e8 and d14. This implies the variables m oves 

in  opp osite directi ons. It indicates that if c orp orate g overnance implementers have the res o urces 

needed t o perf orm their individ ual resp onsibilities, then the extent  of  oversight r ole needed fr om 

b oth a udit c ommittee and external a udit ors is red uced and vice versa. The  other hand release time 

f or  other eq ually imp ortant tasks. Practically, the b oard  of direct ors plays tw o primary r oles in 

devel oping the  organizati onal str uct ure and perf ormance  of c ompanies and  one is they assists 

IAF and EAF t o  oversee the management and administrative pr oced ures that lead t o the 
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c ompany’s perf ormance. Hence effective external a udit c ompliments the w orks  of b oard  of 

direct ors which all ows them t o be inf ormed and helping them t o dev ote m ore time t o  other areas 

 of their tasks t o enhance the val ue  of the  organisati on they w ork f or. 

Table 4.4. 4 Chi-Sq uare Test f or e10 and d1 

C o unt                                       d1  T otal 

 

 

e10 

 1 2 3 4 5  

1 4 11 3 10 2 30 

2 5 23 14 15 0 57 

3 0 3 3 2 2 10 

4 0 0 0 0 2 2 

5 1 0 0 0 0 1 

T otal  10 37 20 29 4 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    28.044 16 0.031 

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman C orrelati on 0.054  0.592  

N  Of Valid Cases   100    

S o urce: Field Data, 2019 
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Table 4.4.5 ab ove sh ows the distrib uti ons  of e10 and d1. The c o unt indicate that all the 

assessments by the resp ondents were skewed t o  one side (fr om left str ongly agree t o right str ongly 

disagree). This represents ab o ut 67%  of the resp onses f or d1 at the c orp orate g overnance level. 

97%  of the resp ondents  on e10 als o prefer t o g o f or str ongly agree and agree. The table als o 

s uggest that a significant n umber  of the resp ondents  opted f or s omeh ow agree and str ongly 

disagree. 

The Pears on chi-sq uare tests f or independence sh ows that the test is significant with its significant 

val ue at 0.031 and s o the hyp othesis that, c orp orate g overnance is independent  of the external 

a udit r oles at d1 and e10 is n ot tr ue, and hence m ust be rejected.  

The symmetric meas ures indicate that, the spearman c orrelati on between the tw o variables is very 

weak at, 0.054, appr oximately 0.1. This c o uld s uggest that there may be a weak c orrelati on am ong 

the variables.  

F urtherm ore, there is s ome level  of relati onship between the resp ondent’s j udgement  on e10 and 

d1, b ut the relati onship is insignificant and w o uld h old 59.2%  of the time. Hence 40.8%  of the 

time  one’s ch oice  of c orp orate g overnance c ode d oes n ot depend  on the r ole  of the external a udit 

It is evidenced as per ab ove that, even th o ugh m ost the h otel appr oached f or the st udy have n ot 

ad opted any c orp orate g overnance c ode, there is relati onship between c orp orate g overnance and 

a udit f uncti ons. Fr om ab ove th o ugh the relati onship h olds j ust 59.2%, it c onfirms that external 

a udit pr ovides  oversight r ole t o detect and deter the h otel fra ud, wastes, ab use and  other mis uses 

 of p ower and res o urces entr usted t o management. M ost literat ures h olds that th o ugh, it is n ot the 

r ole  of the external a udit ors t o detect and deter fra ud, wastes, ab use and  other mis uses, b ut their 

 oversight r oles helps management in perf orming s uch task. The standards g overning a uditing 
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req uire  of the external a udit or t o rep ort  on any  of s uch cases when, it c omes t o their n otice, ISA 

(240). It als o says external a udit ors are resp onsible f or  obtaining reas onable ass urance that the 

financial statements, taken as a wh ole, are free fr om material misstatement, whether ca used by 

fra ud  or err or. Theref ore, the external a udit ors have s ome resp onsibility f or c onsidering the risk 

 of material misstatement d ue t o fra ud. 
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Table 4.4. 5 Chi-Sq uare Test f or e10 and d4 

C o unt                                     d4  T otal 

 

 

e10 

 1 2 3 4 5  

1 8 15 6 0 1 30 

2 8 31 11 3 1 57 

3 2 5 2 1 0 10 

4 0 1 1 0 0 2 

5 0 0 0 0 1 1 

T otal  18 52 20 7 3 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    39.521 16 0.001  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

0.160  0.111  

N  Of Valid Cases   100    

S o urce: Field Data, 2019    
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Fr om table 4.4.6 ab ove, the distrib uti ons  of e10 and d4 sh ows that all the ideas shared by the 

resp ondents were skewed t o  one side, specifically str ongly agree t o s omeh ow agree. It c o uld als o 

mean that resp ondents may be sharing the same view  on several variables. This represents ab o ut 

90%  of the resp onses f or d4 at the c orp orate g overnance level. 97%  of the resp ondents  on e10 

 opted f or str ongly agree and agree. The table als o revealed that a significant n umber  of the 

resp ondents  opted f or s omeh ow agree, disagree and str ongly disagree. 

The chi-sq uare tests sh ows that the test is highly significant at a significant val ue  of 0.001 and s o 

the hyp othesis f or the internal a udit r oles at d4 and e10 is n ot tr ue, and hence m ust be rejected.  

The symmetric meas ures make kn own that, the spearman c orrelati on between the variables is very 

weak at, 0.160, appr oximately 0.2.  

Even th o ugh there is s ome am o unt  of relati onship between the resp ondent’s  opini on  on e10 and 

d4, the relati onship is n ot str ong and w o uld  only h old 11.1%  of the time. Hence 88.9%  of the 

time c orp orate g overnance c ode d oes n ot depend  on the r ole  of the external a udit. 

The relati onship between e10 and d4 is weak th o ugh, it c omplements the tw o the ories which 

 underpin this st udy. Instit uti onal the ory pr ovide the significance  of  organisati on str uct ure and 

established the link between the  organisati on and the external envir onment it  operate, it als o 

pr ovides means that all ows a udit t o serve as an  oversight r ole  on the perf ormance  of the 

 organisati on. Agency the ory  other hand all ows c onflicts arising as a res ult  of inf ormati on 

asymmetry t o be handled and f or this t o be achieved mechanism f or c ontr ols need t o be p ut in 

place, checks and balances advance thr o ugh b oth internal and external a udit. 
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Table 4.4. 6 Chi-Sq uare Test f or e12 and d2 

C o unt                                    d2  T otal 

 

 

e12 

 1 2 3 4 5  

1 5 2 6 17 4 34 

2 0 11 12 19 10 52 

3 0 6 2 4 0 12 

4 0 0 0 0 1 1 

5 0 0 0 0 1 1 

T otal  5 19 20 40 16 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    33.568 16 0.006  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

-0.039  0.698  

N  Of Valid Cases   100    

S o urce: Field Data, 2019    
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The  o utp ut in table 4.4.7 ab ove sh ows the distrib uti ons  of e12 and d2. It was  observed that all 

the views shared by the resp ondents were skewed t o the right, specifically str ongly disagree t o 

disagree. This represents ab o ut 44%  of the resp onses f or d2 at the c orp orate g overnance level. 

98%  of the resp ondents  on e12 als o prefer t o g o f or str ongly agree and agree. The table als o 

s uggest that a significant n umber  of the resp ondents  opted f or s omeh ow agree and str ongly 

disagree. 

The Pears on chi-sq uare tests f or independence sh ows that the test is highly significant with its 

val ue at 0.006 and s o the hyp othesis that, c orp orate g overnance is independent  of the external 

a udit r oles at d9 and e12 is n ot tr ue, and hence m ust be rejected.  

The symmetric meas ures indicate that, the spearman c orrelati on between the tw o variables is very 

weak at, -0.039, appr oximately -0.04. This s uggest that there may be a weak negative c orrelati on 

am ong the variables.  

Additi onally, there is s ome level  of relati onship between the resp ondent’s j udgement  on e12 and 

d9, b ut the relati onship is insignificant and w o uld  only h old 69.1%  of the time. 

The relati onship established here is a negative  one. The st udy res ult implies that Empl oyees are 

aware  of the benefits  of g o od c orp orate g overnance f or their c ompany b ut this awareness is weak. 

It c o uld be s uggested that the m ore empl oyees h old this p ositi on, the less insight resp onsibilities 

 on external a udit ors and vice versa. It makes sense since, the m ore the benefits the awareness 

brings t o the stakeh olders, the m ore they are m otivated and enc o urage t o increase principles that 

lead t o these benefits. It implies c ontr ols are reliable and f uncti oning, assessing risk and red ucing 

s uch, investments in assets are sec ured, stakeh olders val ue maximized and theref ore less w ork 

demanded fr om external a udit ors.  
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Table 4.4. 7 Chi-Sq uare Test f or e12 and d4 

C o unt                                    d4  T otal 

 

 

e12 

 1 2 3 4 5  

1 6 16 9 2 1 34 

2 12 30 6 3 1 52 

3 0 6 4 2 0 12 

4 0 0 1 0 0 1 

5 0 0 0 0 1 1 

T otal  19 52 20 2 7 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    45.710 16 0.000  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

0.084  0.407  

N  Of Valid Cases   100    

S o urce: Field Data, 2019    
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In table 4.4.8, it was  observed that all the views shared by the resp ondents were skewed t o the 

left. This represents ab o ut 91%  of the resp onses f or d4. 98%  of the resp ondents  on e12 als o prefer 

t o g o f or str ongly agree and agree. The table s uggest that a significant n umber  of the resp ondents 

 opted f or s omeh ow agree and str ongly disagree. 

The Pears on chi-sq uare tests f or independence sh ows that the test is highly significant with its 

val ue at 0.00 and s o the hyp othesis that, c orp orate g overnance is independent  of the external a udit 

r oles at e12 and d4 is n ot tr ue, and hence m ust be rejected.  

The symmetric meas ures indicate that, the spearman c orrelati on between the tw o variables is very 

weak at, 0.084, appr oximately 0.1. This s uggest that there may be a weak c orrelati on am ong the 

variables.  

F urtherm ore, there is s ome level  of relati onship between the resp ondent’s j udgement  on e12 and 

d4, b ut the relati onship is insignificant and w o uld  only h old 40.7%  of the time.  

D obr oţean u, and D obr oţean u, (2002)  opined that the essence  of the c o ordinati on  of b oth internal 

and external a udit is  of tw o p oints  of view. Fr om external a udit’s p oint  of view it is imp ortant 

beca use, in this way (i.e. c o ordinati on), external a udit ors have the p ossibility t o raise the 

efficiency  of financial statements a udit; and that  of the internal a udit’s p oint  of view the 

c o ordinati on ass ures f or the internal a udit a pl us  of essential inf ormati on in the assessment  of 

risks c ontr ol. These inf ormati on are pr od uced by way  of the a udit ors  obtaining evidence thr o ugh 

the perf ormance  of a udit pr oced ures. Weaknesses rep orted and rec ommendati ons giving by way 

 of management letters. This test affirms that, with c o ordinati on external and internal a udit 

pr ovides insight t o assist decisi on-makers by sharing best practices and benchmarking 

inf ormati on and help in adhering t o c orp orate g overnance. 
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Table 4.4. 8 Chi-Sq uare Test f or e14 and d1 

C o unt                                    d1  T otal 

 

 

e14 

 1 2 3 4 5  

1 5 9 2 7 1 24 

2 5 25 14 17 0 61 

3 0 1 4 3 2 10 

4 0 1 0 2 1 4 

5 0 1 0 0 0 1 

T otal  10 37 20 29 4 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    27.096 16 0.040  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

0.225   0.025  

N  Of Valid Cases   100    

S o urce: Field Data, 2019    
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Acc ording t o table 4.4.9, it was  observed that all the views shared by the resp ondents were skewed 

t o the left. This represents ab o ut 67%  of the resp onses f or d1. 95%  of the resp ondents  on e14 

als o prefer t o g o f or str ongly agree and agree. The table s uggest that a significant n umber  of the 

resp ondents  opted f or s omeh ow agree and str ongly disagree. 

The Pears on chi-sq uare tests f or independence sh ows that the test is highly significant with its 

val ue at 0.040 and s o the hyp othesis that, c orp orate g overnance is independent  of the external 

a udit r oles at d1 and e14 is n ot tr ue, and hence m ust be rejected.  

The symmetric meas ures indicate that, the spearman c orrelati on between the tw o variables is very 

weak at, 0.225, appr oximately 0.2. This s uggest that there may be a weak c orrelati on am ong the 

variables.  

F urtherm ore, there is s ome level  of relati onship between the resp ondent’s j udgement  on e12 and 

d4, b ut the relati onship is insignificant and w o uld  only h old 2.50%  of the time.  

Despite n one  of the h otels has ad opted any c orp orate g overnance c ode, the test reviewed that, 

there is c orrelati on between ad opting a c orp orate g overnance and external a udit r ole. It pr ovides 

insight r ole t o instit uti onalize the h otel learning by pr oviding  ong oing feedback t o adj ust 

p olicies. M ore s o, it can als o be agreed that, an  organisati on with o ut c orp orate g overnance c ode, 

can rely  on the rec ommendati ons  of external a udit and make them the basis  of perf ormance 

assessment and eval uati on. 
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Table 4.4. 9 Chi-Sq uare Test f or e14 and d2 

C o unt                                   d2  T otal 

 

 

e14 

 1 2 3 4 5  

1 4 3 2 12 3 24 

2 1 13 15 25 7 61 

3 0 1 3 2 4 10 

4 0 1 0 1 2 4 

5 0 1 0 0 0 1 

T otal  5 19 20 40 16 100 

    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    26.952 16 0.042  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

0.094     0.353  

N  Of Valid Cases   100    

S o urce: Field Data, 2019    
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In table 4.2.10, it was  observed that ab o ut 44%  of the resp ondents f or d2 were agreeing as 

c ompared t o 56%  of th ose wh o disagree. Ab o ut 95%  of the resp ondents  on e14 als o str ongly 

agree. It als o indicate that a significant n umber  of the resp ondents  opted f or s omeh ow agree and 

str ongly disagree. 

The Pears on chi-sq uare tests f or independence als o sh ows that the test is highly significant with 

its val ue at 0.042 and s o the hyp othesis that, c orp orate g overnance is independent  of the external 

a udit r oles at d2 and e14 is n ot tr ue, and hence m ust be rejected.  

The symmetric meas ures indicate that, the spearman c orrelati on between the tw o variables is very 

weak at, 0.094, appr oximately 0.1. This s uggest that there may be a weak c orrelati on am ong the 

variables.  

F urtherm ore, it was  observed that am ong the tw o independent variables, there exist a relati onship 

between the resp ondent’s j udgement  on e14 and d2, b ut the relati onship is insignificant and 

w o uld  only h old 35.3%  of the time.  

56%  of resp ondents disagree with the statement c orp orate g overnance c ode is irrelevant t o the 

 operati ons  of the h otel indicating that, c orp orate g overnance is relevant th o ugh the relati onship 

is weak. T o strengthen the vari o us learning c urve f or rep orting  on financial perf ormance, b oth 

internal and external a udit f uncti ons m ust pr ovide feedbacks as the test affirms. This help b oth 

management and empl oyees as t o their resp onsibilities when it c omes t o rep orting. 
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Table 4.4. 10 Chi-Sq uare Test f or e15 and d2 

C o unt                                    d2  T otal 

 

 

e15 

 1 2 3 4 5  

1 5 9 14 12 7 47 

2 0 10 4 21 5 40 

3 0 0 2 6 2 10 

4 0 0 0 1 2 3 

5 0 0 0 0 0 0 

T otal  5 19 20 40 16 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    24.029 12   0.02   

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

0.280     0.005  

N  Of Valid Cases   100    

S o urce: Field Data, 2019    
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Fr om table 4.4.11, it was  observed that ab o ut 44%  of the resp ondents f or d2 were agreeing as 

c ompared t o 56%  of th ose wh o disagree. Ab o ut 97%  of the resp ondents  on e15 als o str ongly 

agree. It theref ore s uggest that a significant n umber  of the resp ondents  opted f or s omeh ow agree 

and str ongly disagree. 

The Pears on chi-sq uare tests f or independence als o sh ows that the tests is highly significant with 

its val ue at 0.02 and s o the hyp othesis that, c orp orate g overnance is independent  of the external 

a udit r oles at d2 and e15 is n ot tr ue, and hence m ust be rejected.  

The symmetric meas ures indicate that, the spearman c orrelati on between the tw o variables is very 

weak at, 0.280, appr oximately 0.3. This s uggest that there may be a weak c orrelati on am ong the 

variables.  

F urtherm ore, it was  observed that am ong the tw o independent variables, there exist a relati onship 

between the resp ondent’s j udgement  on e15 and d2, b ut the relati onship is insignificant and 

w o uld  only h old 0.5%  of the time.  

The relevance  of c orp orate g overnance c ode is dem onstrated by the test, where 56%  of the 

resp ondent rejected the statement c orp orate g overnance c ode is irrelevant t o the  operati ons  of 

the h otel. This als o dem onstrated that external a udit pr ovides f oresight r ole by helping the h otel 

t o l o ok f orward and by identifying trends and bringing attenti on t o emerging challenges bef ore 

they bec ome crises. This is beca use the a udit activities can highlights challenges t o c ome s uch as 

fr om ec on omic c onditi ons  or changing sec urity threats. 
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Table 4.4. 11 Chi-Sq uare Test f or e15 and d4 

C o unt                                    d4  T otal 

 

 

e15 

 1 2 3 4 5  

1 9 27 9 0 2 47 

2 6 23 8 3 0 40 

3 2 2 2 4 0 10 

4 1 0 1 0 1 3 

5 0 0 0 0 0 0 

T otal  18 52 20 7 3 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    34.982 12 0.000  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

0.169     0.092  

N  Of Valid Cases   100    

S o urce: Field Data, 2019    
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In table 4.4.12, it was  observed that ab o ut 90%  of the resp ondents f or d4 were agreeing as 

c ompared t o 10%  of th ose wh o disagree. Ab o ut 97%  of the resp ondents  on e15 als o str ongly 

agree. It als o indicate that a significant n umber  of the resp ondents  opted f or s omeh ow agree and 

str ongly disagree. 

The Pears on chi-sq uare tests f or independence als o sh ows that the test is highly significant with 

its val ue at 0.0 and s o the hyp othesis that, c orp orate g overnance is independent  of the external 

a udit r oles at d4 and e15 is n ot tr ue, and hence m ust be rejected.  

The symmetric meas ures indicate that, the spearman c orrelati on between the tw o variables is very 

weak at, 0.169, appr oximately 0.2. This c onfirms a weak c orrelati on am ong the variables.  

F urtherm ore, it was  observed that am ong the tw o independent variables, there exist a relati onship 

between the resp ondent’s j udgement  on e15 and d4, b ut the relati onship is insignificant and 

w o uld  only h old 9.2%  of the time.  

The relati onship between e15 and d4 th o ugh weak affirms that f or adherence t o c orp orate 

g overnance, b oth internal and external a udit f uncti ons c o ordinati on are needed, D obr oţean u, and 

D obr oţean u, (2002). This test p osits that there is s ome relati onship that exist and that c orp orate 

g overnance which l o oks bey ond c orp orate management int o the f ut ure, w o uld impr ove by 

identifying f ut ure trends as well as emerging challenges and preparing f or them bef ore they 

bec ome crisis. This f uncti on can be pr ovided by external a udit. 
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Table 4.4. 12 Chi-Sq uare Test f or e15 and d7 

C o unt                                     d7  T otal 

 

 

e15 

 1 2 3 4 5  

1 23 18 2 3 1 47 

2 7 28 4 1 0 40 

3 2 3 3 2 3 10 

4 2 0 1 0 0 3 

5 0 0 0 0 0 0 

T otal  34 49 10 6 4 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    27.297 12 0.007  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

0.260      0.009  

N  Of Valid Cases   100    

S o urce: Field Data, 2019    
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In table 4.4.13, it was  observed that ab o ut 93%  of the resp ondents f or d7 were agreeing as 

c ompared t o 3%  of all the resp ondents wh o disagree. Ab o ut 97%  of the resp ondents  on e15 als o 

str ongly agree. This als o s uggest that m ost  of the resp ondents may be expressing the same 

 opini on  on the tw o variables c onsidered. It als o indicates that a significant n umber  of the 

resp ondents  opted f or s omeh ow agree and str ongly disagree. 

The Pears on chi-sq uare tests f or independence als o sh ows at a high chi-sq uare val ue  of 27.297 

the test is highly significant with its val ue at 0.007 and s o the hyp othesis that, c orp orate 

g overnance is independent  of the external a udit r oles at d7 and e15 is n ot tr ue, and hence m ust 

be rejected.  

The symmetric meas ures indicate that, the spearman c orrelati on between the tw o variables is very 

weak at, 0.260, appr oximately 0.3. This c onfirms a weak c orrelati on am ong the variables.  

F urtherm ore, it was  observed that am ong the tw o independent variables, there exist a relati onship 

between the resp ondent’s j udgment  on e15 and d7, b ut the relati onship is insignificant and leading 

credence t o the fact that the test  only h olds 0.9%  of the time.  

The b oard  of direct ors are th ose in charge  of c orp orate g overnance in an  organisati on. It is the 

resp onsibility  of the b oard t o ens ure that there are n o any malpractices, ISA (240). Kn owing 

ahead  of f ut ure p ossible challenges is critical beca use, agency the ory p osit that, they represent 

shareh olders t o pr otect their interest f or fees. This relati onship is n ot in all free fr om c onflict, 

hence the need f or external referee. 
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Table 4.4. 13 Chi-Sq uare Test f or e15 and d10 

C o unt                                    d10  T otal 

 

 

e15 

 1 2 3 4 5  

1 28 16 2 1 0 47 

2 10 30 0 0 0 40 

3 2 7 1 0 0 10 

4 2 0 1 0 0 3 

5 0 0 0 0 0 0 

T otal  42 53 4 1 0 100 

Chi-Sq uare Tests    Val ue Df Asymp. Sig. (2-Sided) 

Pears on Chi-Sq uare    26.856 9 0.001  

N  Of Valid Cases    100    

Symmetric Meas ures     Val ue            Significance 

 Ordinal By  Ordinal Spearman 

C orrelati on 

0.281         0.005  

N  Of Valid Cases   100    

S o urce: Field Data, 2019    
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In table 4.4.14, it was  observed that ab o ut 99%  of the resp ondents f or d10 were agreeing as 

c ompared t o 3%  of all the resp ondents wh o disagree. Ab o ut 97%  of the resp ondents  on e15 als o 

str ongly agree. This als o s uggest that m ost  of the resp ondents may be expressing the same 

 opini on  on the tw o variables c onsidered. It als o indicate that a significant n umber  of the 

resp ondents  opted f or s omeh ow agree and str ongly disagree. 

The Pears on chi-sq uare tests f or independence als o sh ows that, at a high chi-sq uare val ue  of 

27.297 the test is highly significant with its val ue at 0.001 and s o the hyp othesis that, c orp orate 

g overnance is independent  of the external a udit r oles at d10 and e15 is n ot tr ue, and hence m ust 

be rejected.  

The symmetric meas ures indicate that, the spearman c orrelati on between the tw o variables is very 

weak at, 0.281, appr oximately 0.3. This c onfirms a weak c orrelati on am ong the variables.  

F urtherm ore, it was detected that am ong the tw o independent variables, there exist a relati onship 

between the resp ondent’s j udgement  on e15 and d10, b ut the relati onship is insignificant and 

leading credence t o the fact that the test  only h old 0.5%  of the time.  

This affirms that there is a relati onship between c orp orate g overnance and external a udit. The 

external a udit pr ovides f oresight r ole by helping the h otel t o l o ok f orward and by identifying 

trends and bringing attenti on t o emerging challenges bef ore they bec ome crises highlighting b oth 

legal c onseq uences  of n one-c ompliance and c orp orate g overnance make s ure they are f oll owed. 

Analysis  of data c ollated as a res ult  of interviews c ond ucted 

As per the research designed, the researcher  used the mixed meth od. The f oll owing analysis were 

based  on the data c ollated fr om the interview. Fifty (50) seni or level management members fr om 

the ten (10) h otels, five (5) per h otel were sampled f or interview. A t otal  of 27 seni or level 
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managers were interviewed (at least 2 fr om each h otel) d ue t o their time sched ules and  other 

resp onsibilities. The analysis is t o thr ow m ore light  on the q uantitative analysis d one ab ove. The 

data fr om the interview were s ummarized q ualitatively and interspersed with the res ults  obtained 

fr om the q uesti onnaires. All the interviews were transcribed, c oded and analysed in line with the 

 objectives  of the st udy. The raw data was transcribed and then read  over and  over again t o 

establish a pattern  of fl ow between the interviews which became the titles f or the disc ussi on  of 

the data. All c omments that can be traced t o a partic ular participant were rem oved fr om the data 

and the data was then analysed.  

Table 4.4. 14. The freq uency f or internal and External A udit  on C orp orate G overnance 

variables by the managers 

Variables 1 2 3 4 5 

Internal a udit 58 38 17 6 2 

External a udit 70 60 47 39 11 

C orp orate G overnance 37 43 72 22 22 

T otal 165 141 136 67 22 

S o urce: Field Data, 2019 

Fr om the freq uency distrib uti on table ab ove, we c o uld ded uce, in general, that the resp ondents 

are divided m ostly  over all the variables. This is beca use the pr op orti on  of all wh o agree, in m ost 

cases is alm ost eq ual t o th ose disagreeing  or s omeh ow agree. It sh o uld als o be seen that 

resp ondents appear t o agree str ongly with all the r oles en umerated at b oth the internal a udit, 

external a udit and c orp orate g overnance levels respectively.  
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Management  of the h otels attest t o the facts that internal and external a udit r oles are significant 

t o the  operati ons  of their h otels based  on this st udy, b ut have mixed reacti on when it c omes t o 

c orp orate g overnance. As per the test res ults analysed ab ove it is c onfirmed that internal and 

external a udit play imp ortant r oles in the  operati ons  of the h otels. The infl uence  of  owners in the 

affair  of the h otels d oes n ot all ow the r ole  of these t o ols t o permeate and infl uence c orp orate 

g overnance t o yield the needed res ults. La P orta et al., (1998), menti oned that in listed firms in 

emerging ec on omies, it is c omm on f or c ontr olling families t o  occ upy key managerial p osts, and 

the s uccessi on planning  of a firm is  us ually f oc used  up on the app ointment  of  other family 

members t o managerial r oles rather than external pr ofessi onals. The effects  of this str uct ure 

s ometimes er ode the benefits  of c orp orate g overnance principles.  

 

Many sch olars have attempted t o examine the ca uses as well as t o search f or ways t o ref orm after 

the financial and ec on omic crisis in 1997 sh o ok many t op family b usinesses in the w orld, leading 

t o an er osi on  of their b usiness base. The crisis wiped  o ut s ome  of the m ost pr ominent family 

b usiness gr o ups in the w orld. The crisis has generated a l ot  of interest. Acc ording t o Alfred and 

Wen, (2015),  one  of the c ontrib uting fact ors is the p o or c orp orate g overnance in the c orp orate 

sect or, is d ue t o “ ownership c oncentrati on”.  They c ontin ued and said that if the g oal is l ong term 

c ontin uity, then this p oints t o the need t o instit uti onalize the r oles and relati onships that are 

present in the family b usiness, rather than simply rely  on c urrent relati onships. In sh ort, l ong term 

b usiness c ontin uity req uires there t o be clarity as t o h ow the family b usiness will be g overned. 

This is a c oncern beca use m ost  of the h otels  used are family  owned.  
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Table 4. 5 A chi-sq uare test f or b oth Internal and External A udit  on C orp orate 

G overnance variables by the managers 

Pears on Chi-

Sq uare 

val ue df Asymp. Sig. (2-

Sided) 

    

Internal A udit 1632.00 12 0.000     

External A udit 1632.00 12 0.000     

Symmetric Meas ures                          

 

 Ordinal By  Ordinal Spearman 

C orrelati on 

 Val ue          Significance  

 Internal 

A udit 

 -0.020             0.647     

 External 

A udit 

 -0.020             0.647     

S o urce: Field Data, 2019 

The chi-sq uare tests als o sh ows that the test is highly significant at a significant val ue  of 0.000 

meaning p val ue is less than .001 f or all internal and external variables  on c orp orate g overnance. 

The symmetric meas ures reveals that, the spearman c orrelati on between the tw o variables is very 

weak at, -0.020. Even th o ugh there were relati onships between the resp ondent’s  opini ons, the 

relati onship is n ot str ong and w o uld  only h old 64.7%  of the time. 
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Hence, the res ults  obtained fr om the interview  of the managers lead credence t o the inf ormati on 

c ollected fr om the w orkers. This means that b oth sides attest t o the fact that the c orp orate 

g overnance d oes depend  on the r ole  of the internal and external a udit f uncti ons.  

Acc ordingly, th o ugh it has been evidenced that a udit has r oles in c orp orate g overnance, the 

 understanding based  on this st udy is that these tw o variables have s ome inverse relati onship. This 

has als o been c onfirmed ab ove thr o ugh the test perf ormed  on individ ual variables  on c orp orate 

g overnance str uct ure. 

4.3 Chapter S ummary 

Internal a udit is  one  of the m ost imp ortant f uncti ons  of an  organizati on beca use it is c onsidered 

as a val uable t o ol f or increasing the financial inf ormati on q uality and ens uring the validity  of 

financial rep orting. At the same time, in devel oping a str ong c orp orate g overnance str uct ure, 

acc ording t o the agency the ory, it is imp ortant t o alleviate the p ossible c onflicts  of interests 

between management and c ompany’s shareh olders which is ca used by the asymmetry  of financial 

inf ormati on between these tw o parties. This asymmetry  of inf ormati on can be handled with the 

c ontrib uti on  of an effective and independent internal a udit department which pr ovides the 

necessary financial inf ormati on t o b oth managers and shareh olders in  order t o impr ove the level 

 of c onfidence between each  other. The c ons ulting r ole  of internal a udit, its new management-

 oriented sc ope and the fact that it adds val ue t o the  organizati on, as it is stated in the 

Sarbanes- Oxley Act (2002), enhance the r ole  of internal a udit in c orp orate g overnance matters 

and makes it an imp ortant fact or in devel oping a str ong g overnance str uct ure. F urtherm ore, the 

external a udit seems t o play a very imp ortant r ole in this relati onship beca use it can be c onsidered 

as a link between the internal a udit f uncti on and the c orp orate g overnance mechanisms. S ome  of 
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the m ost imp ortant resp onsibilities  of an independent and effective external a udit is t o emphasis 

that all financial acc o unting  operati ons have been rec orded acc ording t o generally accepted 

acc o unting principles and that the p ublished financial statements matches  up with the data 

c ontained in the rec ords, and that the rep ort  of the a udit or witnesses  of the j ustice  of the 

representati on  of these data  of w ork res ults f or a certain peri od, the financial p ositi on  on a 

specific date, based  on the a udit standards and r ules  of pr ofessi onal c ond uct and evidence  of 

adeq uate appr opriate a udit. The rep ort shall reflect  on the extent t o which this data is free  of 

err ors and material dist orti ons, and n ot t o give the  opini on  of an err or in the financial statements 

prepared by the administrati on, Al-Jaafreh, (2008).  Als o as an  oversight r ole t o participate in the 

a udit planning and t o m onit or the a udit w ork and als o t o m onit or the activity  of the b oard  of 

direct ors, which means that it has an impact  on defining c orp orate g overnance str uct ures. 

The relati onships established s omeh ow sh ow negative weak c orrelati on, even th o ugh it has been 

established that these t o ols enhance c orp orate g overnance. 
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CHAPTER FIVE 

S UMMARY, C ONCL USI ON AND REC OMMENDATI ONS 

5.1 Intr od ucti on 

The chapter deals with the c oncl usi on  of the st udy. It gives the s ummary  of the vari o us findings 

 of the research, c oncl usi ons derived fr om the st udy, rec ommendati ons and s uggesti ons f or f ut ure 

st udy. 

 

5.2 S ummary  of the St udy  

The rati onale f or this st udy is t o investigate the r ole  of internal and external a udit in c orp orate 

g overnance str uct ure in h otels. T o achieve this the agency and instit uti onal the ories was helpf ul 

in better  understanding  of b oard f uncti ons and c ompanies perf ormance. As the agency the ory 

enc o urages b oards t o impr ove c ompany’s perf ormance thr o ugh c orp orate g overnance and 

m onit oring principals, the instit uti onal the ory emphasizes the significance  of administrative 

practices and adherence t o reg ulati ons t o impr ove the  organizati onal effectiveness. This helped 

the researcher t o examine the r oles  of b oth internal and external a udit in the str uct ure  of c orp orate 

g overnance. The key  objectives addressed in this st udy incl ude investigating whether the internal 

and external a udit f uncti ons are seen as imp ortant and val ue adding f uncti on t o the  organizati on’s 

 operati ons, whether internal and external a udit f uncti ons enhance g o od c orp orate g overnance 

and whether the expectati ons  of external stakeh olders in regards t o internal and external a udit. 

The research meth od t o address the ab ove  objectives was q uantitative meth od. B oth 

q uesti onnaires and interviews were  used as t o ols t o c ollect data which analysed  using tables, chat 
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and graph. Chi-Sq uare Test was perf ormed t o establish whether there is a relati onship am ong the 

variables  underst udied with a n ull hyp othesis:  

H1:  c orp orate g overnance is independent  of the external a udit r oles 

H2   c orp orate g overnance is independent  of the internal a udit r oles 

 

5.2.1 Key Findings 

Investigating whether the internal and external a udit f uncti ons are seen as imp ortant and 

val ue adding f uncti on t o the  organizati on’s  operati ons 

It was disc overed that Internal a udit f uncti ons pr ovide ass urance by assessing and rep orting  on 

the effectiveness  of g overnance, rep orting  on the risk management pr oced ures in the h otels, 

c ontr ol pr oced ures  of the h otels, act as a catalyst f or management and the b oard t o have a deeper 

 understanding  of g overnance pr ocesses and str uct ures, risk and c ontr ol which pr ov okes p ositive 

change and inn ovati on within the h otels, pr ovides f oresight t o the h otels by identifying trends 

and bringing attenti on t o emerging challenges bef ore they bec ome crises, helps t o eval uate the 

h otels’  operati onal perf ormance, helps t o ens ure adeq uacy and effective internal c ontr ol systems, 

helps t o ens ure resp onsible c orp orate g overnance, helps t o detect, prevent and c orrect fra ud in 

financial statements which may threaten the integrity and q uality  of rep orts. These were seen t o 

have sh own s ome levels  of c orrecti on. 

Als o external a udit f uncti ons are imp ortant and val ue adding f uncti ons t o the  organizati on’s 

 operati ons, since it is seen as a t o ol that; helps t o pr otect the interest  of shareh olders, as an 

independent f uncti on t o pr otect the interest  of shareh olders, pr om otes acc o untability, c ompelling 

meas ures and p olicies t o enf orce acc o untability in the h otels, helps in risk assessment as an 
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independent  unit, pr ovides  oversight r ole by eval uating whether the h otels are d oing what it is 

s upp osed t o d o, pr ovides  oversight r ole by making s ure that the h otels spend f unds f or the 

intended p urp oses and c omplying t o law and reg ulati on, pr ovides s upp ort t o g overnance by 

verifying rep orts  of financial and pr ograms perf ormance and by testing adherence t o the h otel’s 

r ules and aims, pr ovides  oversight r ole t o detect and deter the h otels fra ud, wastes, ab use and 

 other mis uses  of p ower and res o urces entr usted t o management, pr ovides insight t o assist 

decisi on-makers by assessing which pr ograms and p olicies are w orking and which are n ot, 

pr ovides insight t o assist decisi on-makers by sharing best practices and benchmarking 

inf ormati on, pr ovides insight r ole by l o oking h oriz ontally acr oss the h otel and vertically am ong 

the levels  of the h otels t o find  opp ort unities t o b orr ow, adapt  or reengineer management 

practices, pr ovides insight r ole t o instit uti onalized the h otels learning by pr oviding  ong oing 

feedback t o adj ust p olicies, pr ovides f oresight by helping the h otel t o l o ok f orward and by 

identifying trends and bringing attenti on t o emerging challenges bef ore they bec ome crises and 

als o pr ovides f oresight r ole by highlighting challenges t o c ome. 

Hence it is p osited that the specific r oles internal and external a udit play in c orp orate g overnance 

are; pr ovisi on  of ass urance f or effective c orp orate g overnance; assessment  of risk and risk 

management pr oced ures; rep orting  on c ontr ol pr oced ures; play  oversight, insight and f oresight 

r oles by making s ure that f unds are spent acc ordingly, decisi on-makers have needed inf ormati on 

f or their decisi on making pr ocesses as well as c omplying t o law and reg ulati on and help 

management t o l o ok f orward and by identifying trends and bringing attenti on t o emerging 

challenges bef ore they bec ome crises 
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Investigating whether internal and external a udit f uncti ons enhance g o od c orp orate 

g overnance 

In relati on t o ab ove  objective, it is c oncl uded by this st udy that internal and external a udit pr ovide 

 oversight r oles by making s ure that the h otel spends f unds f or the intended p urp oses and 

c omplying with law and reg ulati on, pr ovide f oresight by helping the h otel t o l o ok f orward and 

by identifying trends and bringing attenti on t o emerging challenges bef ore they bec ome crises 

and als o highlighting challenges t o c ome. They als o pr ovide insight t o assist decisi on-makers by 

assessing which pr ograms and p olicies are w orking and which are n ot. Th ose charged with 

g overnance are the b oard  of direct ors and their r oles acc ording t o King IV Rep ort (2016), is t o 

“Steers and sets strategic directi on with regards t o b oth the  organizati ons strategy and the way in 

which specific g overnance areas are t o be appr oached, addressed and c ond ucted; appr oves p olicy 

and planning that give effect t o the strategy and the set directi on; ens ures acc o untability f or 

 organizati onal perf ormance by means  of, am ong  others rep orting and discl os ure; and  oversees 

and m onit ors implementati on and exec uti on by management”  

Investigating the expectati ons  of external stakeh olders in regards t o internal and external 

a udit.  

T o access this  objective, the q uesti ons p osed d uring interview were: D o y o u think external 

stakeh olders’ expectati ons  of g o od c orp orate g overnance are meet by the r oles internal and 

external a udit play? What d o y o u think are the expectati ons  of shareh olders, g overnment, 

financiers and  other interested parties in relati on t o the f uncti ons  of internal and external a udit? 

It was disc overed that management  understands the expectati ons  of external stakeh olders, 

especially the shareh olders and als o knew that these expectati ons s uch as pr otecting their 
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interests, safeg uarding  of investment, increase in val ue  of investments, payment  of   obligati ons 

when d ue, pr ovisi ons  of empl oyment, expansi on and gr owth in  operati on can be met when 

internal and external a udit f uncti ons are acq uired and all ow t o perf orm as expected, b ut all  of the 

h otels have n ot ad opted c orp orate g overnance c ode f or it directi on and c ontr ol. M ost d o n ot 

have a well-f uncti oning internal a udit department and als o n ot a udited f or s o many years. 

An other q uesti on p osed was: D o y o u think internal and external a udit services are expensive? 

F or internal a udit a 100% ‘N O’ was rec orded, b ut with the external a udit alm ost all the managers 

interviewed (27  o ut  of 50 sampled) said yes.  

	

5.3 C oncl usi on 

Fr om the findings, it was finally c oncl uded that in determining the R ole  of Internal and External 

A udit in C orp orate G overnance Str uct ure in H otels, b oth internal and external a udit play 

imp ortant r oles as menti oned ab ove in enhancing c orp orate g overnance r oles in  organisati ons. 

The tw o f uncti ons c o ordinate in pr oviding ass urance, enhancing and impr oving internal c ontr ol 

systems, risk assessments and management, enhancing financial rep orting, ens uring f unds are 

spent as expected as well as pr oviding  oversight, f oresight and insight r oles in relati on t o 

c ompliance t o law and reg ulati ons b oth internal and external. There is relati onship between a udit 

(b oth internal and external) and c orp orate g overnance leading t o rejecti on  of all the n ull 

hyp othesis (H1&H2). Internal a udit is n ot expensive beca use m ostly this is pr ovided by staff b ut 

external a udit is expensive and c o uld be the reas on why m ost  of the h otels st udied d o n ot  use 

this service. Management ackn owledges that these services are significant and ad opti on  of 

c orp orate g overnance c ode is relevant b ut seems n ot interested in  using these services and 

ad opting the g overnance c ode. 
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5.4. Rec ommendati on 

After th or o ugh review  of textb o oks, resp onses fr om the q uesti onnaire and interviews with the 

all resp ondents in Internal and External A udit, I hereby rec ommend that there is the need t o create 

m ore awareness  of the significance  of c orp orate g overnance in h otel  operati ons and  other entity 

where c orp orate g overnance principles are n one existence  or existence b ut n ot adhere t o. There 

is als o the need t o l o ok at c orp orate g overnance practices in h otels since g overnments are p utting 

in place p olicies t o revamp this sect or f or increased f oreign exchange. Management sh o uld p ut 

in place an ethical c ode  of c ond uct f or staff and seni or managers s o as t o pr om ote the h otels as 

 one that is ethical in the delivery  of their services t o stakeh olders and the end means is t o meet 

shareh olders. R o utine m onit oring and eval uati on  of perf ormance sh o uld be enc o uraged s o that 

n on-c ompliance and misappr opriati ons are red uced  or eliminated. Seni or managers and staff 

sh o uld be eq uipped with skills and kn owledge f or effective management  of res o urces/b usinesses 

f or the interest  of all stakeh olders. Seni or managers  or staff wh o d o n ot c omply with the 

acc o untability framew ork sh o uld be penalized  or sancti oned t o serve as deterrent t o ign ore 

acc o untability practice. 

	

5.5. F urther Research S uggesti ons 

There is little research d one in the h ospitality sect or especially h otels in Ghana, c orp orate 

g overnance in h otels st udied have n ot be devel oped, and management seems n ot t o have interest 

in acq uiring internal and external a udit. It is my rec ommendati on that m ore research sh o uld be 

c ond ucted int o internal a udit, external a udit and c orp orate g overnance practices especially n ow 

that g overnments are p utting m uch eff orts in place t o pr om ote this sect or as  one  of the maj or 

f oreign exchange earning sect ors. 
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APPENDIX 1 

 UNIVERSITY  OF GHANA B USINESS SCH O OL 

GRAD UATE ST UDIES 

DEPARTMENT  OF ACC O UNTING AND FINANCE 

Q UESTI ONNAIRE F OR MANAGEMENT 

Dear Resp ondent,  

As part  of my c o urse MSc. Acc o unting and Finance at the  University  of Ghana B usiness 

Sch o ol, I am carrying  o ut a research  on the t opic: The R ole  of Internal and External A udit 

in C orp orate G overnance Str uct ure in H otels. The st udy seeks t o determine the R ole  of 

Internal and External A udit in C orp orate G overnance Str uct ure in H otels in the V olta Regi on 

specifically H o. As  one  of the target resp ondents, y o ur views and  opini ons are very imp ortant 

t o this st udy. I kindly hereby req uest y o u t o spare s ome time t o fill this q uesti onnaire. The 

resp onses  obtained will be c onfidential and strictly be  used f or academic p urp ose  only. Thank 

y o u f or y o ur c o- operati on.  

Please tick (√) where applicable.  

SECTI ON A: BACKGR O UND INF ORMATI ON  

1. Gender: Male (  ) Female (  ) 

2. Age: 20-29(  ) 30-39(  ) 40-49(  ) 50 and ab ove (  ) 

3. Level  of ed ucati on  

 O’ level (  ) A’ level (  ) Certificate (  ) Dipl oma (  ) Degree (  )  Other 

(specify)………………………  

4. What is y o ur c urrent level  of management in the H otel?  

T op Management (  ) Middle Management (  ) L ower management (  )  
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5. Which department(s) are y o u resp onsible t owards?  

Administrati on (  ) Acc o unts and Finance (  ) Pr oc urement (  )  Others 

(specify)……………………. 

6. N umber  of years w orked in the department  

1-5 (  ) 6-10 (  ) 11-15 (  ) 16-20 (  ) 21 and ab ove (  ) 

SECTI ON B:  

Please indicate by ticking the extent t o which y o u agree  or disagree with the inf ormati on in the 

table f or Str ongly Agree (5), Agree (4), S omeh ow Agree (3), Disagree (2) and Str ongly 

Disagree (1). 

 

N o. 

 

Statement 

Str ongly 

Agree 

 

Agree 

S omeh ow 

Agree 

 

Disagree 

Str ongly 

Disagree 

  

R ole  of Internal A udit: 

     

1. Internal a udit pr ovides ass urance by 

assessing and rep orting  on the 

effectiveness  of g overnance. 

     

2. Internal a udit pr ovides ass urance by 

assessing and rep orting  on the risk 

management pr oced ures in the h otel 
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3. Internal a udit pr ovides ass urance by 

assessing and rep orting  on the c ontr ol 

pr oced ures  of the h otel 

     

4. All the ab ove is meant t o help the h otel 

t o achieve strategic,  operati onal, 

financial and c ompliance  objectives 

     

5. Internal a udit pr ovides insight by acting 

as a catalyst f or management and the 

b oard t o have a deeper  understanding 

 of g overnance pr ocesses and str uct ures 

     

6. Internal a udit pr ovides insight  on 

g overnance, risk and c ontr ol which 

pr ov oke p ositive change and 

inn ovati on within the h otel 

     

7. Internal a udit pr ovides f oresight t o the 

h otel by identifying trends and bringing 

attenti on t o emerging challenges bef ore 

they bec ome crises  

     

8. Internal a udit helps t o eval uate the 

h otel’s  operati onal perf ormance 

     

9. Internal a udit helps t o ens ure adeq uate 

and effective internal c ontr ol systems 
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10. Internal a udit helps t o ens ure 

resp onsible c orp orate g overnance 

     

11. Internal a udit helps t o detect, prevent 

and c orrect fra ud in financial 

statements which may threaten the 

integrity and q uality  of rep orts 

     

 R ole  of External A udit      

1. External a udit f uncti ons help t o pr otect 

the interest  of shareh olders 

     

2. The external a udit f uncti on is seen as 

an independent f uncti on t o pr otect the 

interest  of shareh olders 

     

3. External a udit pr om otes acc o untability      

4. External a udit intr od uces c ompelling 

meas ures and p olicies t o enf orce 

acc o untability in the h otel 

     

5. External a udit helps in risk assessment 

as an independent  unit 

     

6. External a udit is an essential element  of 

the h otel g overnance system 
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7. External a udit pr ovides an  oversight 

r ole by eval uating whether the h otel is 

d oing what it is s upp osed t o d o. 

     

8. External a udit pr ovides an  oversight 

r ole by making s ure that the h otel 

spends f unds f or the intended p urp oses 

and c omplying with law and reg ulati on 

     

9. External a udit pr ovides s upp ort t o 

g overnance by verifying rep orts  of 

financial and pr ogram perf ormance and 

by testing adherence t o the h otel’s r ules 

and aims 

     

10. External a udit pr ovides an  oversight 

r ole t o detect and deter the h otel fra ud, 

wastes, ab use and  other mis uses  of 

p ower and res o urces entr usted with the 

management 

     

11. External a udit pr ovides insight t o assist 

decisi on-makers by assessing which 

pr ograms and p olicies are w orking and 

which are n ot 
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12. External a udit pr ovides insight t o assist 

decisi on-makers by sharing best 

practices and benchmarking 

inf ormati on 

     

13. External a udit pr ovides insight r ole by 

l o oking h oriz ontally acr oss the h otel 

and vertically am ong the levels  of the 

h otel t o find  opp ort unities t o b orr ow, 

adapt  or reengineer management 

practices 

     

14. It pr ovides insight r ole t o 

instit uti onalized the h otel learning by 

pr oviding  ong oing feedback t o adj ust 

p olicies 

     

15. It pr ovides f oresight by helping the 

h otel t o l o ok f orward and by 

identifying trends and bringing 

attenti on t o emerging challenges bef ore 

they bec ome crises  

     

16. It als o pr ovides f oresight r ole by 

highlighting challenges t o c ome 

     

 C orp orate G overnance      
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1. The h otel has n ot ad opted any 

c orp orate g overnance c ode 

     

2. C orp orate g overnance c ode is 

irrelevant t o the  operati ons  of the h otel 

     

3. Implementati on  of c orp orate 

g overnance c ode is t o o expensive 

     

4. Internal and external a udit help in 

adhering t o c orp orate g overnance and 

that is en o ugh. 

     

5. Management appreciates the f uncti ons 

 of a uditing b ut these f uncti ons are t o o 

expensive t o acq uire 

     

6. It is imp ortant t o have a b oard with 

diverse backgr o und/experience 

     

7. It is the resp onsibility  of the b oard t o 

ens ure that there is n o any malpractices 

     

8. It is  unnecessary t o kn ow details ab o ut 

the d uties and resp onsibilities  of the 

b oard 

 

     

University of Ghana http://ugspace.ug.edu.gh



167	
	

9. Empl oyees are aware  of the benefits  of 

g o od c orp orate g overnance f or their 

c ompany 

     

10. C ompany management pr om otes 

c ompliance with legal req uirements and 

r ules  

 

     

11. The internal a udit team is able t o 

eval uate and enhance the internal 

c ontr ol system  of the c ompany  

 

     

12. C orp orate g overnance is a key t o 

 organisati on s uccess 

     

13. It is essential t o have a training ab o ut the 

g overnance iss ues  

 

     

14. Internal a udit ors have the res o urces 

needed t o perf orm their individ ual 

resp onsibilities  

 

     

University of Ghana http://ugspace.ug.edu.gh



168	
	

15. The internal a udit team is able t o 

eval uate and enhance the internal 

c ontr ol system  of the c ompany  
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APPENDIX 2 

INTERVIEW G UIDE F OR KEY MANAGERS 

Part A: General and Backgr o und Inf ormati on  

General inf ormati on  

1. Designati on  of Resp ondent:  

2. F uncti ons:  

3. N umber  of years in c urrent p ositi on  

4. W orking years in the  organisati on  

5.  Other p ositi ons held  

 

Backgr o und  of  Organisati on  

1. Main lines  of Activities (any changes, when and why?)  

2. S o urces  of f unding (any changes and why?)  

3. Reg ulat ory framew ork (any changes and why?):  

 

Part B: C orp orate G overnance Practices  

1. Has the h otel ad opted any c orp orate g overnance c ode?  

2. D o y o u think c orp orate g overnance c ode is irrelevant t o the  operati ons  of the h otel?  

3. D o y o u think Implementati on  of c orp orate g overnance c ode is t o o expensive? Please clarify  

4. What d o y o u think is internal and external a udit? Is there any differences? D o y o u think 

external stakeh olders’ expectati ons  of g o od c orp orate g overnance are meet by the r oles internal 
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and external a udit play? What d o y o u think are the expectati ons  of shareh olders, g overnment, 

financiers and  other interested parties in relati on t o the f uncti ons  of internal and external a udit? 

5. D o y o u think internal and external a udit help in adhering t o c orp orate g overnance and that is 

en o ugh?  

6. D o y o u think it is the resp onsibility  of the b oard t o ens ure that there is n o any malpractices?  

7. D o y o u think it is imp ortant t o have a b oard with diverse backgr o und/experience? 

8. Why is internal and external a udit necessary?  

9. D o y o u think the f uncti ons  of internal and external a udits have c ontrib ute t o the c orp orate 

g overnance  of this  organisati on? Are they aff ordable? 

10. D o y o u think internal and external a udit services are expensive? 

 

Part C: R ole  of internal a udit  

1. D o y o u think internal a udit pr ovides ass urance by assessing and rep orting  on the 

effectiveness  of g overnance? 

2. D o y o u think internal a udit pr ovides ass urance by assessing and rep orting  on the risk 

management pr oced ures in the h otel? 

3. Why d o y o u think internal a udit pr ovides ass urance by assessing and rep orting  on the 

c ontr ol pr oced ures  of the h otel? 

4. D o y o u think ass urance is meant t o help the h otel t o achieve strategic,  operati onal, and 

financial and c ompliance  objectives? 

5. Internal a udit pr ovides insight by acting as a catalyst f or management and the b oard t o 

have a deeper  understanding  of g overnance pr ocesses and str uct ures. D o y o u agree? 

H ow? 
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6. Internal a udit pr ovides insight  on g overnance, risk and c ontr ol which pr ov okes p ositive 

change and inn ovati on within the h otel. D o y o u agree? H ow? 

7. D o y o u think  other empl oyees are aware  of the benefits  of g o od c orp orate g overnance 

f or their c ompany? 

 

Part D: R ole  of external a udit  

1. D o y o u think external a udit pr ovides  oversight r ole by eval uating whether the h otel is 

d oing what it is s upp osed t o d o? 

2. D o y o u think external a udit pr ovides  oversight r ole by making s ure that the h otel spends 

f unds f or the intended p urp oses and c omplying with law and reg ulati on? 

3. External a udit pr ovides s upp ort t o g overnance by verifying rep orts  of financial and 

pr ograms perf ormance and by testing adherence t o the h otel’s r ules and aims. D o y o u 

agree? H ow? 

4. External a udit pr ovides  oversight r ole t o detect and deter the h otel fra ud, wastes, ab use 

and  other mis uses  of p ower and res o urces entr usted t o management. D o y o u agree? 

H ow? 

5. External a udit pr ovides insight t o assist decisi on-makers by assessing which pr ograms and 

p olicies are w orking and which are n ot. D o y o u agree? H ow? 

6. D o y o u think external a udit pr ovides insight t o assist decisi on-makers by sharing best 

practices and benchmarking inf ormati on? H ow? 

7. Why d o y o u think external a udit pr ovides insight r ole by l o oking h oriz ontally acr oss the 

h otel and vertically am ong the levels  of the h otel t o find  opp ort unities t o b orr ow, adapt 

 or reengineer management practices? 
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8. D o y o u think external a udit pr ovides insight r ole t o instit uti onalize the h otel learning by 

pr oviding  ong oing feedback t o adj ust p olicies? 

9. It pr ovides f oresight by helping the h otel t o l o ok f orward and by identifying trends and 

bringing attenti on t o emerging challenges bef ore they bec ome crises. D o y o u agree? 

10. It als o pr ovides f oresight r ole by highlighting challenges t o c ome. D o y o u agree? H ow? 
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