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Abstract

The significant area of research is internal audit (IA) and
the characteristics of the functions in Fijian organizations. This
paper examines how institutional norms determine attributes of IA
practices. The authors employed qualitative and quantitative
research approaches based on interview evidence, questionnaires,
and archival sources. This study theorizes the development of IA
practices from an institutional change perspective. Nath et al.
(2021) studied the dynamics of the Office of the Auditor General
(OAG) of Fiji and their findings show that OAG maintained stabilty.
The findings indicate that regulation-based institutional norms
explain the adoption of IA and the function’s characteristics in
Fijian organizations. This research contributes to understanding
key drivers of institutional change that initiate new institutional
norms that foster the development of IA by introducing and
diffusing new audit practices as old ones deinstitutionalize.
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1. INTRODUCTION

in developing countries, corporate governance (CG)
mechanisms and IA are mainly still growing due to

In today’s business environment, internal auditors
provide management with a broader range of
information concerning the organization’s financial,
operational, and compliance activities to improve
effectiveness, efficiency, and management
performance (Mihret et al., 2010). Traditionally,
internal audit (IA) has progressed from assurance-
focused to consulting-oriented services, an integral
part of the function (Mihret & Woldeyohannis, 2008).
Subsequently, under the current paradigm, IA works
as a partner of management towards adding value to
an organization (Ahlawat & Lowe, 2004; Goodwin-
Stewart & Kent, 2006; Mat Zain, 2005; Yee et al.,
2008; Cohen & Sayag, 2010; Moeller, 2005). However,
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alack of resources and expertise (Li et al., 2014;
Al-Matari et al., 2013). Despite this, researchers have
called for further research to determine how IA
practices in developing countries have progressed
along with convergence and maturity (Salvioni et al.,
2013; Sarens & Abdolmohammadi, 2011).
Technology-based audit techniques have also
become an important part of the IA function. Big
data and analytics is one such technique. Big data
explains five attributes: volume, velocity, variety,
veracity and value. Volume refers to a large amount
of data; velocity refers to the high speed of data;
variety reflects the variety of different data sources;
veracity to the integrity of the information; and
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value means converting data to something useful
(Cao et al.,, 2015; Zhang et al., 2015). Predominantly,
the role of IA in CG through its services to the board
of directors was reinforced after the Sarbanes-Oxley
Act (SOA) (2002) (Carey et al., 2006).

Furthermore, the definition stresses IA’s
contribution to accomplishing organizational
objectives. The empirical literature indicates that IA
may not always be practical. It also suggests that IA
effectiveness tends to vary from one context to
another (Al-Twaijry et al., 2003; Arena et al., 2006;
Cohen et al.,, 2004; Mat Zain et al., 2006; Mihret &
Woldeyohannis, 2008; Yee et al., 2008).

Studies by Sarens (2009) and Cooper et al.
(2006), where the function of the IA role has
changed from financially oriented to IC and risk
assessment provide further motivation for
the study. The greater likelihood of fraud in
developing countries calls for further research on IA,
controls, and CG. Internal auditors review and
analyze company records and financial documents
to identify compliance concerns, risks, fraud, and
data inaccuracies. They thoroughly examine all
records within the scope of their audit and
investigate any problems they uncover.

An institutional change perspective can
facilitate studying how IA’s role and practices have
continued to evolve. Thus, a valuable extension to
the growing institutional theory of IA literature
would be to examine how IA develops through
institutional change as new practices supplant IA
practices that have gained institutional norm status.
This institutional change framework is adopted for
the present study to examine the development of
internal auditing in Fiji.

The study of IA and its effectiveness in Fiji
could provide valuable insights by providing
empirical evidence on CG structure. This study
would be helpful to various parties since Fiji is
arecipient of funds from the World Bank,
International Monetary Fund and other financial
institutions. The association of IA effectiveness with
organizational performance and, thus,
an accomplishment of corporate objectives appears
not sufficiently explored. Moreover, the need also
arises to study the extent of IA’s compliance across
government ministries, and private and public
companies. This paper aims to examine the time at
which institutional rules determine the attributes of
IA practices and how institutional changes explain
the development of IA. Our research would be
an essential area to the ignored aspects. Hence, this
study explores IA practices in selected Fijian
private/public companies and statutory bodies to
identify institutional pressures that have changed IA
qualities. It also examines institutional changes by
which new institutional rules that govern IA
practices develop.

Hence, the primary research questions for our
paper are:

RQI:How  does IA
an institutional change in Fiji?

RQ2: How do IA practices in selected Fijian
private/public companies and statutory bodies
identify institutional pressures that have changed IA
qualities?

The rest of the paper is structured as follows:
Section 2 reviews the institutional framework and
the relevant IA literature for the study. Section 3

develop  through
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outlines the research methodology employed,
followed by Section 4, which presents research
results in line with the concepts developed in
the study’s analytical framework. Section 5 provides
a discussion of the results. The final Section 6
concludes the paper.

2. LITERATURE
FRAMEWORK

REVIEW AND RESEARCH

This study draws on institutional theory, which
explains how organizational structures and practices
get shaped through changes induced by institutional
pressures. Institutional theorists consider
organizations members of an organizational field
comprising several interrelated organizations or
industries. According to DiMaggio and Powell (1983),
structures are rules and resources that enable
the functioning of social systems, and they employ
the concept of structures to indicate the relationship
between institutions and individual organizations.
Organisational structures and practices influence
coercive, mimetic and normative isomorphism
(DiMaggio & Powell, 1983). Coercive isomorphism
takes place as a consequence of organizational
attempts for legitimacy. Mimetic isomorphism
occurs when organizations respond to uncertainty
by emulating the practices of other organizations.
Normative isomorphism arises when institutional
changes happen due to organisations’ recognition of
professions.

Prior IA literature has empirically examined IA
from an institutional theory perspective (Al-Twaijry
et al., 2003; Arena & Azzone, 2009) and conceptually
(Mihret et al., 2010) focused on explaining IA
attributes and characteristics. Institutional theory
enables understanding of how diffusion of practices,
regulatory requirements among organisations and
the impact of professions generate isomorphic
pressures on organisations. New techniques that
develop to a status of institutional rules also initiate
from partnerships among organizations (Dacin et al.,
2002), within organizations through innovation, and
as exogenous inputs from other external sources
(DiMaggio & Powell, 1983; Dacin et al.,, 2002). This
institutional change perspective can provide
a practical analytical framework to explain how IA
practices develop over time as a product of
institutional  change  dynamics. The recent
institutional theory literature employs
an institutional change perspective to explain how
institutions develop through deinstitutionalizing old
practices and institutionalizing new ones (Dacin
et al., 2002; Dillard et al., 2004).

The background of IA effectiveness has not yet
been fully explored. Some scholars have advocated
future research on IA effectiveness and related
issues. For example, Goodwin-Stewart and Kent
(2006) called for a study to examine variations in IA
practices between government and private
organisations. Likewise, Mihret et al. (2010)
suggested the need to investigate antecedents of 1A
effectiveness. Arena and Azzone (2009) provided
evidence that IA effectiveness increases, mainly
when the ratio between internal auditors and
employees grows. Scapens (2006) showed how
contradictory institutional pressures for greater

efficiency and improved public service could
generate conflicts and resistance inside
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an organization, leading to the loose coupling of
operating and financial control systems.

Burns and Scapens (2000) stated that
revolutionary change involves a radical change to
existing routines and fundamentally challenges
the prevailing institution. Such revolutionary change
is likely due to external events, such as take-over,
economic recession, and privatization. In contrast,
evolutionary change is incremental and involves only
minor and unconscious adjustments to the take-for-
granted assumptions. In this type of change,
the change process is shaped by a combination of
random, systematic and inertial forces, which create
the context for the emergence of new practices
(Burns & Scapens, 2000).

Institutional theories view organizational
functioning as a part of a more comprehensive set of
social/institutional practices. They tend to focus on
‘isomorphic’ tendencies and the connection of
practices in organizations in which institutional
forces are depicted as entrenching uniform practices
in a wide range of private and public sector
organizations (DiMaggio & Powell, 1983, 1991;
Scapens, 2006; Lounsbury, 2008).

Sharma et al. (2014) adopted an extended
institutional theory framework and examined
accounting change within a telecommunication
company and various issues surrounding
institutional entrepreneurs’ role in the privatisation
and long-term restructuring of a significant public
sector enterprise. Moreover, the authors examined
how accountants and other entrepreneurs were
influential in developing accounting practices to
prepare a government service telecommunications
entity for privatisation. They found that
telecommunications management and employees
reproduced and took new accounting routines for
granted.

Nath et al. (2021) studied the dynamics of
the Office of the Auditor General (OAG) of Fiji and
their findings reveal that the OAG remained a stable
institution despite a series of coups from
1987-2006. Their study showed the commitment of
the OAG provided good stability and viability
through international associations. Deloitte’s (2018)
survey of internal auditors found that they apply
analytics during the fieldwork stage of the audit.
In the case studies, data analytics have enabled IA to
increase sample sizes to 100% in various audits,
providing greater assurance.

Neo-institutionalist approaches (Meyer &
Rowan, 1977; DiMaggio & Powell, 1983) emphasized
coercive as well as mimetic (mainly associated with

the evolutionary paradigm) and normative
(self-governance) institutional influences on
organizational policies and practices. Moreover,

the institutional paradigm is concerned with
national cultural effects. Western cultures still
consider it rational to standardize, control and

formalize through organizational rules and
procedures.

Barac et al. (2016) studied using a neo-
institutional perspective to demonstrate how

internal auditing in Brazil, Russia, India, China, and
South Africa (BRICS) countries responded to
coercive, normative and mimetic pressures and
found that coercive pressures existed in all
the BRICS countries. However, they also found that
South Africa has responded more to mimetic
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pressures concerning professional practices and
organisational relationships than other BRICS
countries. Joshi (2020) studied the three
determinants of risk-based planning, the usage of
Big data and analytics and the frequency of meetings
between internal auditors and the audit committees
and found variations in IA effectiveness. Their study
recommended that IA be used to develop
competencies in the first two determinants. Given
the large amounts of data available for analytic
purposes, Tang et al. (2017) investigated the types of
internal auditors’ tools. The findings reveal that
chief audit executives value  professional
certifications and the use of data analytics in the IA
function.

Studies by Sarens et al. (2009) and Cohen et al.
(2010) have shown significant changes in the role of
the IA function due to regulatory reforms in
the global market, e.g., the SOA in the USA in 2002
(Sarbanes-Oxley Act, 2002). Suwaidan and Qasim
(2010) report that the extent of reliance the external
auditor places on the work of the Institute of
Internal Auditors (ITA) Fiji is positively related to
independence, objectivity and proficiency.

Arena et al. (2006) and Arena and Azzone
(2009) employed institutional theory to study IA in
Italian companies. Arena et al. (2006) focused on
the coercive isomorphic pressure of stock exchange
regulations influencing the development of IA.
The authors described and  explained IA
characteristics, activities, and reporting levels in
the context of the institutional settings in which
companies operate. Arena et al. (2006) also pointed
out that institutional pressure on companies leads
IA to take on a particular audit focus. They found
coercive forces as having led to a financial audit
focus and argued that the stock exchange rules and
regulations substantially impacted the development
of IA in Italy.

Furthermore, Mihret and Woldeyohannis (2008)
examined IA in an Ethiopian state-owned enterprise
and identified the factors determining IA value-
adding attributes. They interpreted their results
based on Mihret and Yismaw’s (2007) case study of
a government organization in the same country.
Mihret and Yismaw found management support and
IA quality to be the significant determinants of IA
effectiveness. Mihret and Woldeyohannis (2008)
stated that organizational goals and strategies and
the level of risk exposure of organizations could be
potential factors that shape the dominant focus of
IA as either assurance or consulting. Alternatively,
Yee et al. (2008) examined the role of IA in
Singapore. They identified whether IA is viewed as
a partner with management or a watchdog for
routine compliance mechanisms. Fiji's capital
market is not sophisticated and the volume of
transactions is relatively small. An independent
body, the IIA Fiji, provides legislation highlights and
developments to an organization’s internal auditors.
Apart from IIA, an external independent audit firm
could be any of the big three firms in Fiji, together
with 21 other small-medium practice firms'.
Members of public practice could also act as
registered independent auditors.

The conformity to institutional benchmarks is
facilitated by normative, coercive and mimetic

‘Based on the data from Fiji Institute of Accountants
(https://www.fia.org.fj/).
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processes (DiMaggio & Powell, 1983). Therefore,
values and beliefs external to the organization play
a significant role in determining the organization’s
benchmarks. Organisations may conform to rules
and regulations to increase their legitimacy,
resources and survival, not necessarily for efficiency
(Dillard et al., 2004; DiMaggio & Powell, 1983; Meyer
& Rowan, 1977). Therefore, this research extends
institutional theory and how IA develops through
institutional change in Fiji.

3. RESEARCH METHODOLOGY

The research employs both qualitative and
quantitative methodologies to explore
the development of internal auditing in Fiji through
the lens of institutional theory. This approach is
chosen to understand the complex interactions
between various institutional forces and their ethical

considerations. Confidentiality is maintained by
ensuring the anonymity and confidentiality
of participants and sensitive organizational

information. We obtained informed consent from all
interview participants and organizations involved in
the study, and transparency is maintained by
communicating the research purpose, methods, and
potential impacts to all stakeholders on internal
auditing practices.

Hence, the study employed research methods
based on data obtained through questionnaires,
open-ended question interviews, and archival
sources. The archival analysis involved government
gazettes and professional association publications
from the FIA and the IIA Fiji. The study captured
country-level  policies and regulations for
institutionalizing IA practices in Fiji. Structured
questions were developed, and open-ended
interviews were conducted with TA managers, senior
auditors and principal auditors of government
ministries, private companies and public companies.
Semi-structured interviews were conducted over six
months, from February to July2019. After
permissions were granted from the organizations,
a letter was delivered to the IA managers inviting
them to participate in an interview.

Consequently, interviews were organized in
consultation with the participants. The average

length of the interview was 90 minutes.
The interviews with the FIA and the IIA of Fiji
executive members helped us understand

the profession’s status in Fiji. This enriched the data
obtained through an interview and consolidated
the significant themes that emerged. The semi-
structured element of interviews  offered
the flexibility required for the qualitative component
of the study (Maxwell, 2005) and the structured
component of the interviews enhanced the reliability
of the data collected (Albrecht et al., 1988).

All the interviews were conducted to establish
data reliability. The participants were briefed on
the purpose of the interviews and the procedures to
follow. The ethical requirements of the university
and ethical clearance were obtained. The responses
were analysed using the SPSS software package,
version 20 and pattern matching to compare
physical pattern matching with an observed
empirical pattern. The IA managers and staff
questionnaire comprised 22 males and 14 females.
The respondents’ age distribution ranged from 18 to
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30 to over 60 years old. In terms of job positions, as
shown in Table A.1 in Appendix, the sample was
composed of auditors (n =21, 58.3%), senior auditors
(n=9, 25%), principal auditors (n=1, 2.8%) and audit
managers (n = 5, 13.9%).

It is understood from the interviews that titles
like TIA Department head and IA Supervisor are used
in some organizations. On the other hand, more
generic titles were used in the questionnaires.
Descriptive statistics and profiles of interview
participants are provided in Tables A.1, A.2 and A.3
(Appendix).

Participant’s work experiences ranged from
below five years to 16 years (Table A.2, Appendix),
two participants (5.6%) had 1-5 years of experience,
16 participants (44.4%) had 5-8 years of experience,
13 participants (36.1%) had 9-12 years of experience,
and five participants (13.9%) had 13-16 years of
experience.

In terms of educational background, most
participants had Bachelor’s degrees (n =30, 83.3%),
followed by Master’'s degrees m=4, 11.1%)
(Table A. 3, Appendix). Others had diplomas (n = 2,
5.6%) (Table A.3, Appendix). Four participants were
chartered accountants, 12 were certified
management accountants, members of the IIA, or
had other certifications. Twenty participants (55.6%)
were progressing with their professional credentials.
Participants from accounting were chief auditors,
senior auditors and auditors (32, 88.9%),
management (2, 5.6%), economics (1,2.8%), and
information systems (1, 2.8%) backgrounds.

The interviews lasted an hour and were
conducted over six months, from February to
July 2019. The researchers invited potential
participants with a letter addressed to IA managers
of selected organizations. Subsequently, willing
participants were contacted to arrange interviews.
The participants were briefed on the purpose of
the interview, and the research ethics requirements
of the university that provided research ethics
clearance were clarified and explained. Then,
the researcher made appointments for interviews at
each participant’s convenience. The participant
responses were then interpreted.

4. RESEARCH RESULTS

4.1. Development of internal audit in Fiji

The government introduced internal auditing in Fiji
in the early 1970s, wherein an inspection division
was set up within the Ministry of Finance. This
division is responsible for inspecting government
processes to ensure that basic internal controls are
intact and exist within the financial management
processes across the government. Sometimes, in
1979, the division was merged with the Training and
Systems Development Division to conduct IA,
systems review and development, and training, thus
focusing mainly on financial training rather than
internal auditing. However, spot checks of
compliance with rules and regulations were being
conducted and so were special investigations.
In 1997, a group of internal auditors formed the ITA
— Fiji chapter, affiliated with the ITA — Global based
in the USA.

The primary objective of the chapter was to
advocate the IA profession in the country. After over
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ten years of successful operation as a chapter,
the status of the chapter was upgraded by IIA to
an institute in 2008 by IIA Global. It granted
the status of IIA Fiji. TA Fiji is the only body
affiliated with the global in the Pacific island region.
Other countries with similar institutions in
the Oceania region are Australia, New Zealand and
Papua New Guinea.

In March 2012, ITIA Fiji attained membership in
the Asian Confederation of IIA (ACIIA) and joined
15 other countries in the Asia-Pacific region that
have IA institutes. Membership in the ACIIA has
enabled greater collaboration with more developed
IA institutes committed to supporting small and
developing institutes such as IIA Fiji. Meanwhile,
internal auditing in the public sector has continued
to evolve. In 2004, the Financial Management Act
was introduced. In late 2008, the Pacific Financial
and Technical Assistance Centre (PFTAC) evaluated
the Pacific’s public sector IA functions. They
recommended that various changes be introduced to
strengthen the capability and performance
of thedivision as a whole. Most of the
recommendations are being implemented.

4.2. Internal audit effectiveness — Private companies
in Fiji

The private companies are registered in Fiji as per
the Companies Act. The Companies Act 2015,
Section 14 states that a company must have at least
one member and under Section 15, private
companies and public companies can be registered.
Interviews reveal that most private companies
in Fiji are small/medium and family-owned, and IA
are not widely adopted. The IA Department reports
to the audit managers, who mostly report to
the chief executive officers (CEO). It has been

noticed that a few companies have audit
committees. Interviews show that few private
companies have perfect internal control/IA

processes, and the board of directors oversees the
audit process. In companies where thelA
Department reports to the board of directors,
the audit managers hold regular meetings with
the board. Mimetic isomorphic pressures are
observed in the overall TA process. An example that
can be cited from the interviews was a radical
change to move away from pre-audit to post-audit
for significant transactions requiring a value-added
tax (VAT) monitoring system by the government.
Once a sale occurs, 9% of VAT must automatically be
remitted to the Fiji Revenue and Customs Service.
The accounting system of companies in Fiji is
becoming more transparent with the introduction of
the VAT monitoring system, and businesses are
engaging in greater compliance. The TA must be
involved in pre-audit to ensure the process flows
smoothly with minimal disturbance to the online
transaction processing system.

Therefore, audits are conducted before
the transactions are executed. Using the VAT
monitoring system, the government ensures that
the companies remit the correct taxes and do not
evade taxes. Moreover, the private companies’
income tax rate in Fiji is 20%, and the dividends
received by the company members are exempt from
tax. The research shows that few companies in Fiji
have internal auditors who report to audit managers
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and the chief auditors/directors at the main branch
or the head office. The interviews show that IA had
a shallow impact on the pre-audit process and that
there was a threat to independence.

The insurance companies and the banking
sector in Fiji also show that isomorphic mimetic
pressures are prevalent and favour pre-audit.
The decisions cannot be reserved once a loan is
approved and disbursed. Internal auditors at banks
and insurance companies were involved in pre-
audits, which were conducted before transactions
were executed. The staff reports to the branch
managers and the audit department at the main
head office.

Internal auditors often find themselves in
an excellent position to discharge their
responsibilities. “We report to senior management
within the organization, but we are also expected to
review the conduct and effectiveness of management
in an objective manner” (interviewee 1, August 14,
2022). “We come across situations and problems if we
try to whistle-blow... and that reminds us of our job
security” (interviewee 2, August 15, 2022).

The IA function has become an integral part of
an organizations financial management and for
improving performance and efficiency in both
private and public companies. The need for good
governance has motivated public companies to
demonstrate a stronger sense of responsibility for
the effectiveness of internal control systems (Mihret
et al, 2009). “Internal auditing contributes to
corporate governance by bringing the best
recommendations about internal controls and risk
management and provides information about
fraudulent activities in an organization”
(interviewee 3, August 16, 2022).

Effective internal control oversight and
monitoring activities are integral to good CG and
effective financial management. “Our internal
oversight includes the internal audit function that
must be effective and generally comply with
the auditing standards in practice” (interviewee 4,
August 17, 2022). “In respect of auditing any
contracts between the organization and others before
adoption, the manager of the internal audit
department is not allowed to do that... this matter is
considered by the board of directors and senior
management” (interviewee 5, August 18, 2022).

The interviews revealed that the managers of IA
departments have the power to supervise and
control their staff through internal auditor
reporting. In other words, IA staff must submit their
reports to the IA managers to detail and verify
the work they have carried out during that period. IA
managers indicate that each internal auditor has
their identification stamp to endorse and sign off
individual work. Mihret and Yismaw (2007) stated
that proper planning enables the accomplishing of
many audits in a given period by improving
efficiency.

According to the IA manager’s responses,
internal auditors endeavour to assist the auditee in
performing their mission and recognizing their
difficulties. These approaches have increased
awareness levels by the auditee, and the level of
interaction and involvement in  working
relationships between internal auditors and auditees
has enhanced over the last five years.
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“We always try to make auditees work with us in
an atmosphere of confidence and respect. We review
and discuss any finding that negatively impacts
the auditees and ask them to make the necessary
corrections, and only rectified findings get reported”
(interviewee 6, August 19, 2022).

According to the participants’ responses,
confining the IA work to financial and operational
areas is attributed to several causes, including
the size of a particular IA Department, which may
preclude focusing on non-financial functional
regions. Another reason relates to the lack of
competence of internal auditors: a lack of
knowledge, skills, and other competencies needed to
perform in non-financial areas. Most internal
auditors’ experience is confined to that of a qualified
accountant.

“Our work focuses on financial areas
specifically, verifying the accuracy of amounts in
financial records to prevent the probability of
significant errors or fraud... I think the number of
internal auditors is small compared to the large size
of the organization. Also, internal audit staff do not
have enough experience to focus on non-financial
matters” (interviewee 7, August 23, 2022).

The TA managers’ responses indicate that IA
departments have improved their approaches with
auditees and endeavour to build mutual trust and

respect.
Institutional pressures, including coercive,
normative, and mimetic forces, significantly

influence Fiji’s internal auditing development. While
resource constraints, skill gaps, and organizational
resistance persist, strategic enhancements in
regulatory frameworks, professional development,
and organizational culture can foster a more robust
internal auditing environment. Future research
should explore the longitudinal impacts of these
strategies and the dynamic interplay between
institutional pressures and internal auditing
practices in Fiji.

4.3. Internal audit effectiveness — Public companies

The South Pacific Stock Exchange (SPSE) is Fiji's only
licensed securities exchange. SPSE is a private
limited liability company with eight shareholders
constituted by its articles of association and
operates under the direction of its board of directors
(SPSE, n.d.-b). The primary function of the SPSE is to
facilitate the company’s raising capital through
the issue of new shares to the public via
a prospectus. Moreover, the company must submit
the details of the business and the proposed share
issue to the Reserve Bank of Fiji (RBF)* for prior
approval. The company gets listed after meeting
the official listing requirements of the SPSE and RBF.

A listed company in Fiji is required to disclose
all ongoing developments and material information
to the market as required by the SPSE listing rules.
The secondary function of the stock exchange is to
provide a regulated market for trading existing stock
between investors. It also ensures compliance with
SPSE rules by the listed companies and members at

all times. The SPSE ensures the release of all
information to the market after verifying
2 https://www.rbf.gov.fj/
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the knowledge to avoid misinterpretation by
the public.

In June 2008, the Capital Markets Development
Authority (CMDA) (now the RBF’s capital markets
unit) published the CG Code for the Capital Market
(the Code). The CMDA developed the Code in 2008,
which is principle-based. Companies listed on
the SPSE must disclose their compliance with
the Code. Compliance with the Code is mandatory.
However, the nature and the extent of the disclosure
are at the discretion of the complying entities. Fiji
has a small number of companies listed compared to
other capital markets. The flexibility of
the principles-based approach minimizes
compliance costs and encourages companies to
adopt the spirit of the principles (Reddy & Sharma,
2011). The RBF has subsumed this responsibility and
implemented the Code effective from 2009.
Currently, there are 18 listed companies and two
listed licensed intermediaries in Fiji (SPSE, n.d.-a).
From the perspective of RBF, the purpose of
the Code is to help facilitate a vibrant capital market
by reducing the cost of capital and enhancing
the confidence of local and international investors in
Fiji’s capital market (CMDA, 2021).

The Code exerts mandatory compliance on
these entities as they engage in public offerings to
raise capital. The Code was completed and
implemented in 2008, and companies began
complying in 2009. The Code articulates and
promotes ten core CG principles that entities should
incorporate into their operational structure.
Table A4 (Appendix) shows the Code’s ten
principles of good CG.

The adoption of the “comply or explain”
principle-based CG approach by CMDA is in line with
international best practices. The flexibility provided
by the “comply and explain” system will enable
individual and public companies to tailor CG
practices to their circumstances, thus improving
the quality and standard of CG practised in Fiji
(CMDA, 2021). Since the principle-based governance
approach is voluntary, flexible and non-binding, it
will encourage companies in different industries
to develop industry-specific CG structures. Large
companies with complicated structures will be able
to adopt more sophisticated governance structures
than small companies.

A content analysis by Glen et al. (2014), found
differences in CG disclosures among firms in Fiji.
Their findings show that companies are family-
owned businesses with low levels of shareholder
dispersion provided limited CG disclosures because
the separation of ownership and control is more
inadequate. The management team is a significant
shareholder in the company’s operations.
The findings suggest that the principles-based
nature of the Code is suitable for dealing with
the different ownership structures.

The Fiji government has provided incentives to
the listed companies in Fiji by reducing the listed
companies’ tax rate from 20% to 18.5% in 2013 and
10% from 2014 and onwards (SPSE, n.d.-a). SPSE
listing requirements allow up to 90% of equities to
be held by directors of the company (Mala & White,
2009). Consequently, the listed companies show
a high degree of concentration of ownership with
a controlling interest typically in the hands of
a single shareholder.
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5. DISCUSSION OF THE RESULTS

This study has attempted to examine the contextual
influences and practices of the IA in Fijian
organizations. We have tried to look at how
institutional rules determine the attributes of the IA
Department, its origins and how IA methods and
procedures change. The previous section shows that
new audit methods and practices originate mainly
through government regulatory requirements.
Hence, coercive isomorphism has an impact.
Organizations also adopt mimetic innovative IA
practices. New IA practices also develop as
organizations accept institutional benchmarks.
The selection of a Fijian empirical setting is
considered appropriate as Fiji is a developing
country where IA practice is apparently at an infant
stage of development. The economic structure of Fiji
provides an opportunity to examine variations in IA
practices resulting from differences in ownership in
business.

The investigations recommend that the process
of accounting professionalization in Fiji exhibited
distinct patterns during the three chronological
periods of the country’s alternating political
ideology: colonial (pre-1970), after independence
(1970), sovereign (post-1970), and after political
instability (post, 1987, 2000 and 2007). These
patterns are interpreted to highlight the implications
of IA practice — modern accounting in Fiji has been
practised in various forms since the early 1970s.
Government  regulations since the  1970s
(SPSE, n.d.-a) have contributed to the advancement
of accounting in the country. The development of
accounting as conceptualized in the Western manner
seems to have been continuous from the 1950s
through 2019.

Similar to Reddy and Sharma’s (2011)
observations in the Fijian context, there is
a prevalence of small and medium enterprises in Fiji
that could have led to a less developed external
audit market. Also, most medium private companies
in Fiji have no external audit requirement.
Furthermore, private/public companies undertake
alarge proportion of economic activities in
the country. The state also supplies external audit
services to government statutory bodies through
the auditor general’s office. These conditions create
little social expectation for the benefits of
the accounting profession compared to the ultra-
capitalist Western countries. Emphasis on IA and
the government’s involvement in supplying external
audit services to government statutory bodies and
ministries began in the sovereign era. Therefore, in
2007, the professionalization processes produced
adequate impetus to establish a viable professional
auditing body, the IIA Fiji As a result,
the professionalization process has been ongoing
during the three periods at varying paces.
The revolution in the face of competition from
external accountancy expertise has been a fallback.
Overall, the level of accounting professionalization
in Fiji does not seem to be at a level where it could
significantly contribute to IA development through
normative pressures. The results suggest some
coercive pressure in the form of regulations and
directives concerning IA in government-owned
enterprises and ministries.
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At an organizational level, nevertheless, IA
appears to be sometimes decoupled. In some
organizations, there was a low level of auditor
cooperation; in others, management did not exploit
IA to the fullest extent. Government influence on IA
development observed in the private sector. That is,
the RBF’s regulations perceptibly contributed to
the development of IA in the insurance and banking
industries. Although the principles comprise
a coercive isomorphic pressure, the interview results
suggest that such pressures tend to transform into
normative pressure over time. Unlike other private
sector companies, IA is established in all private
banks and most private insurance companies. This
phenomenon is attributable to the regulatory
prerequisites of the RBF. Thus, the interviews
indicate that over time, it has become the banking
industry’s culture that understands the necessity of
IA in banks well. There also appears to be more
decoupling of IA in the government sector than in
private and public companies. IA seems solid in
the private sector, although IA adoption was limited
to industries with government requirements.

The beginning and development of IA are
traced to government initiatives. IA has been
practised in various forms in Fiji since the late
20th century in the public sector. It took a more
formal shape in the late1970s. It then took its
contemporary form in 2009, becoming a separate
necessary activity in all government organizations
(A, n.d.). Therefore, 100% of public companies
adopted IA after 2009 (Glen et al., 2014). This
encouragement of IA during the sovereign era of Fiji
is consistent with the observation by Hao (1999) and
Seal et al. (1996) that in communist economies,
accounting tools are emphasized as a central
planning tool as compared to the Western
conception of ensuring managers’ accountability to
shareholders and creditors.

This dominance of government statutory
bodies implies the government’s involvement in
economic activity. This involvement could explain

the considerable government support for IA
development in this post-2001 period. Several
government directives have established and

developed IA in government statutory bodies. IA
practices of government statutory bodies are also
diffused to private sector companies that operate in
the same industries as some government statutory
bodies. Changes in government and state
philosophies were critical stages that marked
the essence of the accounting professionalization
process in Fiji. Government attempts to establish TA
within a sovereign system were partially successful.
Regarding accounting development in Fiji, the post-
coup era is viewed as having led to a shift in
emphasis on using accounting tools.

Predictable with institutional theory arguments,
there appear to be differences and similarities in IA
practices across and within the three categories of
organizations studied, i.e., ministries/government
enterprises, public companies and private
companies. The government assumed a unique role
in developing IA in all three categories of
organizations by serving as a nexus for IA in Fiji and
international sources of normative pressure for IA
development and by issuing statutes and regulatory
requirements with clear IA implications.
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An important implication is that to enhance IA
effectiveness, IA professional institutes and
directors need to devise strategies to motivate top
management support for 1A. Improving
the leadership and negotiation skills of IA directors
is imperative as a valuable strategy to gain such
approval. Given the substantial contribution of
the state to IA development thus far, employing
such a strategy on key government bodies is likely to
bear fruit as well. [A’s level of reporting is
essentially higher in government statutory bodies
than in ministries and private companies. IA
directors in government statutory bodies report to
audit committees and the board of directors,
compared to ministries and private companies
where IA primarily report to top management. This
higher reporting status in government statutory
bodies resulted from government influence through
one of its various organs. This idea consolidates one
of the themes that emerged from the study: coercive
pressures helped cultivate TA adoption in Fijian
organizations.

In addition, innovative IA practices introduced
by individual organizations diffused to other
organizations through mimetic adoption within
relevant organizational fields. New approaches
develop as institutional norms of IA when widely
accepted by members of appropriate organizational
fields. When new IA practices arise as a replacement
for old patterns, old patterns get deinstitutionalized.
For instance, banks deinstitutionalized the practice
of pre-audit and institutionalized post-audit due to
the largest bank’s change of practice following
exogenous input from international consultants.
This change illustrates normative institutional
pressure, the product of which gets diffused to
other organizations in the industry. Thus, mimetic
isomorphism establishes the new IA approach as
an institutional norm.

Monitoring and regulatory practices have
served as coercive pressure for companies in
the banking industry to maintain high-profile IA
departments. This pressure tends to have fostered
top management support for IA as the latter helps
reduce the risk of failing to comply with regulatory
requirements. Although regulation constitutes
a coercive isomorphic pressure, interviews suggest
that regulatory pressures tend to transform into
normative pressure over time.

Thus, it also appears that the government’s
coercive pressures shape the overall scene in which
TIA operates, therefore inducing IA adoption.
Normative and mimetic pressures build upon
the coercive isomorphic input to advance IA
effectiveness. It is illustrated by the distinctions in
organization-level attributes among organizations
within sectors (where coercive pressures are
generally similar) and the associated differences in
IA profile. Besides, the results suggest that coercive
government pressures tend to transform into
normative pressure as it becomes industry culture
for companies in regulated sectors to have IA.
Overall, the results suggest that country and
organizational-level contextual dynamics map onto
TIA effectiveness. Inthis process, government
coercive isomorphic pressures help foster IA
adoption while essentially normative and mimetic
pressures advance IA effectiveness.
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In an organization, superior management and
the board of managers establish and monitor large
systems to achieve effective CG. Internal auditors
can support and improve these activities. Moreover,
although  internal auditors must remain
independent, they could involve themselves in
setting CG mechanisms. Thus, to ensure risk
management, control systems and CG processes of
the organization, internal auditors become a crucial
element of effective CG.

TA is involved in all CG processes, just like
the audit committees in the past, which were
focused more on analyzing the financial statements
of risk and control. Today, we are witnesses to
a process of rebranding the IA process in which
the internal auditor gains increasingly more
recognition from the stakeholders.

6. CONCLUSION

The study concludes that country and
organizational-level contextual dynamics affect IA
effectiveness. In this process, the government’s
coercive pressures lead to IA adoption while
essentially normative and mimetic pressures
augment IA effectiveness. The study likewise
features how coercive isomorphic pressures
transform over time into normative pressures.
The results of the study’s quantitative and
qualitative components are consistent with each
other and are in line with institutional theory
arguments. Hence, institutional change provides
a useful analytical model for studying
the development of IA.

The limitations are resource constraints and
internal auditing departments, which often face
limitations in budget and staffing, which can restrict
the depth and scope of their audits. Limited
resources can hinder the ability to cover all
necessary areas comprehensively. Internal auditors
require diverse skills, including expertise in
industry-specific regulations, information
technology (IT) systems, and data analysis. However,
finding and retaining auditors who possess this
comprehensive skill set can be challenging,
impacting the overall effectiveness of the IA
function.

This methodology will allow for
a comprehensive exploration of the development of
internal auditing in Fiji, offering valuable
contributions to both academic literature and
practical applications in internal auditing. Moreover,
organizational resistance: there can be resistance to
IA from within the organization, mainly if there is
afear of uncovering negative findings. Such
resistance can impede auditors’ ability to perform
their duties effectively, limiting the scope and
impact of their work.

Furthermore, independence and objectivity are
also limitations. Ensuring the independence and
objectivity of internal auditors is crucial. However,
when auditors are employees of the organization
they  are auditing, maintaining  complete
independence can be challenging.

The archival evidence in this study indicates
that regulation-based institutional norms explain
the adoption and characteristics of IA in Fijian
public and private sector organizations. It is
supplemented by organization-level factors such as
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organizational size, top management characteristics,
pressure from the international business
environment, and technological advancements in
internal  auditing to  engender innovative
introduction of IA practices. New practices then
diffuse due to collaborations and mimetic adoption
of practices. Innovations initiate institutional
changes by which old and new ones supplant widely
accepted IA practices.

The study’s findings are important from
a theoretical perspective because most prior
literature on IA function has focused on empirical
evidence from the Anglo-American world. Extending
previous literature in developing markets by
exploring the nature and role of the IA function in
Fiji as one of the emerging markets serves
an essential purpose by assessing the robustness of
findings from this literature and adding to a base of
knowledge. The study results are also significant

originate and the old ones get deinstitutionalized.
Hence, internal auditing has shifted from its
appraisal function to a contemporary broader
service function in risk management and CG.

Finally, the researchers encourage further
research to expand the results of this study, improve
the results by minimizing the impediments of
the study, and confirm the results in different
settings. Specifically, the researcher suggests future
research on replicating this study in other settings
may help validate the conclusions. Future research
could examine whether similar results hold for
the extent of IA’s compliance with flexible spending
account, associated with the organizational category,
organizational size, organizational policy
authorizing IA, and organizational risk factors.
Future studies could also examine how IA’s
compliance with flexible spending account differs
across government ministries/public enterprises,

from a practical perspective, as predicted by
institutional practices where new benchmarks

private companies and public companies.
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APPENDIX

Table A.1. Gender, age, and current position of respondents

Category Frequency | Percent
Gender
Male 22 61.1
Female 14 38.9
Total 36 100
Age
18-30 years old 3 8.3
30-39 years old 13 36.1
40-49 years old 10 27.8
50-59 years old 8 22.2
60 or above years old 2 5.6
Total 36 100
Current position
Auditor 21 58.3
Senior auditor 9 25
Principal auditor 1 2.8
Audit manager 5 13.9
Total 36 100

Table A.2. Respondents work experience

Number of y(iiars in the internal audit Frequency Percent

epartment
Below 5 years 2 5.6
5-8 years 16 44.4
9-12 years 13 36.1
13-16 years 5 13.9
Total 36 100

Table A.3. Education and certifications

Category Frequency | Percent
Level of education
Diploma 2 5.6
Bachelor’s degree 30 83.3
Master’s degree 4 11.1
Total 36 100
Professional certification
Chartered accountant 4 11.1
Other certifications 12 33.3
No certification 20 55.6
Total 36 100
Field of study
Accounting 32 88.9
Economics 1 2.8
Information systems 1 2.8
Management 2 5.6
Total 36 100

Table A.4. Corporate governance code for the capital markets

Principle 1 — establish clear responsibilities for board oversight

Principle 2 — constitute an effective board

Principle 3 — appointment of CEO

Principle 4 — board and company secretary

Principle 5 — timely and balanced disclosure

Principle 6 — promote ethical and responsible decision-making

Principle 7 — register of interests

Principle 8 — respect the rights of shareholders

Principle 9 — accountability and audit

Principle 10 — recognise and manage risks

Source: RBF (n.d.).
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