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Factors Influencing Recruitment of Non-Accounting Business Professionals into Internal
Auditing

Abstract:

This paper examines factors affecting non-accounting business professionals’ willingness to
work in internal auditing. In a 2 x 6 experiment with 502 participants from across the country,
we find that, in contrast to prior research examining accountants, business professionals have
relatively favorable views of internal audit. Although they hold favorable views, participants
were still less likely to apply for a position labeled as internal audit than an identical position
with an alternate label. Varying the structure of internal audit, including job responsibilities,
career path, and sourcing arrangement, did not affect participants’ willingness to apply for an
internal audit position. We also find that high academically performing participants are less
likely to apply to work in internal audit. Finally, based on an additional survey of 46 business
students, we find that lower academically performing students would be more interested in
internal audit if it paid more, but higher academically performing students would be more
interested if internal audit performed more interesting work, was in a preferred company/field, or
if they had more understanding of the profession.

Key Words: Internal Audit, Hiring Decisions, Business Professionals, Outsourcing,
Management Training Ground

Data Availability: Contact the authors.



INTRODUCTION

This paper complements two recent papers that examine how accounting students
(Burton, Starliper, Summers, and Wood 2015) and external auditors (Bartlett, Kremin, Saunders,
and Wood 2016) perceive internal auditors and their willingness to work in internal auditing
versus another career. We extend these prior studies by examining how non-accounting business
professionals perceive internal audit and their interest in working in internal auditing. Thus, the
three studies work together to provide a relatively complete view of how the business world
perceives internal auditing.

Studying perceptions of internal auditing is important given that a synthesis of extant
literature indicates that relevant stakeholders (e.g., audit committees, management, etc.) are
generally dissatisfied with internal audit functions (IAFs) and that IAFs may risk becoming
marginalized within organizations (Lenz and Hahn 2015) and governments (Lenz and Sarens
2012). In addition, internal auditing faces critical challenges in recruiting talent (GrantThornton
2014; Iyer 2014; Selim, Allegrini, D'Onza, Koutoupis, and Melville 2014; IIA 2015). Because
prior research shows that internal audit is valuable to organizations and is facing recruiting
difficulties, it is important to understand perceptions of the profession in order to discover ways
to attract more talent to the profession. Given that effective IAFs demand an increasingly broad
skill set, it is important to understand how business professionals perceive internal auditing as
they are being actively recruited into the profession (IIA 2015).!

Based on results from a 2 x 6 between-subjects experiment using 502 business students

from four universities we find several key results including:

! The internal audit profession actively recruits professionals from a variety of backgrounds outside of accounting
including marketing, finance, IT, and engineering (IIA 2011; Murphy 2013). Indeed, a recent report by the ITA
indicates a pressing need to recruit professionals with appropriate skill sets to address critical risk areas, including
cybersecurity, IT, and the increasingly complex regulatory environment (IIA 2015).



¢ Business professionals, unlike accountants, have largely positive perceptions of
internal auditing (e.g., internal auditors are respected, enjoy excellent compensation
and benefits, perform meaningful work, and have excellent promotion and career
opportunities).

¢ Business professionals, consistent with accountants, believe other business
professionals hold negative stereotypes of internal auditing.

e Business professionals are less willing to apply for positions in internal auditing than
similar positions outside the IAF.

¢ Business professionals are not more inclined to work in internal audit by varying the
structure of the IAF, including expanding IAF duties to include consulting, using the
IAF as a management training ground (MTG), and outsourcing the IAF to an external
service provider.

In directly analyzing what factors influence interest in working in internal auditing, we
find that participants with more favorable impressions of internal auditing were more likely to
apply to work in internal audit. Conversely, participants who self-identify as top performers in
their class were less interested in internal auditing positions.

In order to provide direction on how companies and the profession can better attract
business professionals into internal auditing, we conducted an additional survey of 46 non-
accounting business school students from across the country. We find that lower academically
performing students would be more interested in internal auditing if they were paid more. In
contrast, higher academically performing students would be more interested in internal auditing
if they performed less boring/tedious work, worked in a preferred company/field, and if they had
more understanding of the profession.

This study replicates and extends the findings of Burton et al. (2015) and Bartlett et al.
(2016) to provide a more complete picture of the current interest in and perceptions of internal

auditing. Combined, the results of these three studies show that the internal auditing profession

has room to improve in attracting high numbers of business professionals, accounting students,



and external auditors to work in internal auditing. Internal auditing plays an integral role in
governance and these results suggest the need to improve both the quantity and quality of
individuals interested in working in internal auditing, and the results of this study should be
helpful in identifying areas where internal audit advocacy groups, such as the Institute of Internal
Auditors (ITA), can focus outreach and recruiting efforts.

We proceed with the rest of the paper as follows: in the next section, we develop our
hypotheses and research question. We then describe the methodology used to investigate our
predictions, after which we report our results and then conclude the paper.

THEORY DEVELOPMENT, HYPOTHESES, AND RESEARCH QUESTION

Prior research provides evidence that high-quality IAFs have the ability to significantly
impact organizations.? A critical component of having a high quality IAF is attracting talented
individuals into available positions. Without the “raw materials” of talented individuals, internal
audit will struggle to achieve its mission.

Prior practice literature and academic literature suggests IAFs struggle to attract a large
number of high quality individuals to apply for positions. From the practice literature, Murphy
(2013) predicts that “by 2018, large companies could have a[n internal audit] talent shortfall of
up to 30%.” In addition, The IIA indicates that attracting and retaining talent is a critical priority

for many in the profession (IIA 2015). Recent academic studies raise similar concerns showing

2 For example, high-quality IAFs are associated with high quality corporate governance and risk management
(Gramling, Maletta, Schneider, and Church 2004; Julien and Reiger 2011; Trotman 2013; Deloitte 2014; Lenz and
Hahn 2015), as well as financial reporting and fraud prevention and detection (ACFE 2012). Additionally, prior
work shows that internal audit has significant influence on risk assessment (Sarens and De Beelde 2006; Asare,
Davidson, and Gramling 2008), financial performance (Jiang, Messier, and Wood 2016), operational and
compliance risk (Carcello, Eulerich, Masli, and Wood 2015), safeguarding of assets (Beasley, Carcello, Hermanson,
and Lapides 2000; Coram, Ferguson, and Moroney 2008), financial statement quality (Prawitt, Smith, and Wood
2009; Prawitt, Sharp, and Wood 2012; Ege 2015; Abbott, Daugherty, Parker, and Peters 2016), external audit fees
(Felix Jr, Gramling, and Maletta 2001; Messier, Reynolds, Simon, and Wood 2011; Prawitt, Sharp, and Wood 2011;
Abbott, Parker, and Peters 2012) and internal control strength (Lin, Pizzini, Vargus, and Bardhan 2011; Abbott et al.
2012; Abbott et al. 2016).



that accounting students and external auditors have negative perceptions of internal auditing and
are less willing to apply for “internal audit” positions relative to identical positions with an
alternate label (Burton et al. 2015; Bartlett et al. 2016).

One area not addressed in prior studies that may ameliorate these problems is the
potential to recruit non-accounting business professionals into IAFs. Business professionals are
particularly attractive to hire for internal auditing because of the need for IAFs to possess a
diverse skill set in order to address critical risks faced by companies for which accounting skills
alone may not be adequate (PwC 2015). Indeed, internal audit thought leaders note that internal
audit needs a diverse group of business professionals in order to achieve its objectives (e.g., [IA
2011; Chambers 2012a, 2012b, 2012c).

In trying to attract business professionals to work in internal auditing, the profession may
face an uphill battle. Richard Chambers, the Global CEO of the IIA, acknowledged that the
perception of internal auditors by business professionals may not be positive, admitting that there
is a “grain of truth” to the portrayal of internal auditors’ reputation as “tedious, intimidating or
even boring” (2014). Similarly, a representative of one public accounting firm noted “certain
companies do not necessarily hold internal audit in high esteem,” and a report by Grant Thornton
indicates that 40 percent of Chief Audit Executives (CAEs) identify “perception of internal audit
within the organization” as a barrier to delivering the greatest value (Hoffelder 2012;
GrantThornton 2015).

Business professionals’ perception of internal auditing may be influenced by several
different sources. As business professionals interact with accountants that hold a negative
perception of internal auditing, that perception can spread. Business professionals may also have

similar negative impressions based on their own experiences with internal audit (Chambers



2012b, 2014). Because perceptions and stereotypes are powerful predictors of behavior, negative
perceptions are likely to lead to a decreased willingness to join the profession (Burton et al.
2015; Bartlett et al. 2016). Accordingly, we predict:

H1: Business professionals have negative perceptions of internal audit as a profession.

H2: Business professionals will be less likely to apply for a position when labeled
“internal audit” as compared to the same position labeled as a general employee position.

The structure of the IAF can vary widely (ITA 2015). Three key areas in which the
structure of internal audit varies between organizations are: primary job responsibilities
(assurance vs. consulting work), career path (structuring internal audit as a MTG vs. traditional
in-house IAF career path), and sourcing arrangement (in-house IAF vs. outsourced IAF). There
are reasons to believe the structural differences of IAFs may influence stereotypes about the IAF
and consequently willingness to work in an IAF.

First, with regard to primary job responsibilities, assurance work, which is similar to
external auditing work, is often not viewed positively within the internal auditing profession and
often not perceived to contribute significant value to the organization (Gramling, Nuhoglu, and
Wood 2013). Consulting tasks, on the other hand, can differ significantly from audit or other
typical accounting tasks, and Burton et al. (2015) found that students with work experience were
more interested in working in internal audit if the IAF performed primarily consulting work and
was used as a MTG. Further, if the IAF is used as a MTG, it is less likely that job applicants will
view the position as a commitment to a career entirely in internal audit, but rather as a stepping-
stone to other management positions within the organization. Finally, with regard to the sourcing
arrangement of the IAF, prior research has identified several benefits associated with outsourcing
the IAF. These benefits include increased perceptions of objectivity, lower risk of misstated

financial statements, and increased reliance on the IAF by managers and external auditors (e.g.,



Ahlawat and Lowe 2004; Glover, Prawitt, and Wood 2008; Brandon 2010; Desai, Gerard, and
Tripathy 2011; Burton, Emett, Simon, and Wood 2012; Prawitt et al. 2012). Accordingly, we
expect that the structure of the IAF will impact preferences toward working in internal audit;
specifically:

H3a: Business professionals will be less likely to apply for a position when the IAF
performs more assurance work than consulting work.

H3b: Business professionals will be less likely to apply for a position when the IAF is not
used as a MTG than when it is used as a MTG.

H3c: Business professionals will be less likely to apply for a position when the IAF is
performed in-house rather than outsourced to a third party.

METHODOLOGY

Participants

We administered an experiment to undergraduate and graduate non-accounting business
students from four different universities.?> The universities included both public and private
institutions that are diverse in terms of size and location helping to ensure that the results are less
likely to be influenced by a single source (e.g., one university that emphasizes careers in IA more
than another or one university where the IAF is generally cast in a favorable or unfavorable
light).* Professors emailed students requesting their participation and students completed the
online case at their own discretion.

A total of 634 students completed the online case. Of these, 132 (21 percent) failed

manipulation check questions, resulting in a final sample size of 502 participants.’ Table 1

3 Clune and Gramling (2012) report that recent university graduates make up a large portion of the IAF hiring pool
(58 percent). Moreover, IAFs are increasingly recruiting talent from a broad array of backgrounds other than
accounting, and have begun placing greater emphasis on graduate-level education (TapestryNetworks 2011). In
unreported results, we test whether work experience affects our results and find that it does not, suggesting our
results are likely to apply to non-students as well.

4 Control variables that were included to test for institutional influences revealed no differences between institutions.
5 All participants were asked whether the position was described as an internal audit or generic employee position.
Further manipulation check questions were specific to the condition to which the participant was assigned



provides specific demographic information for the participants. Randomization of participants to
conditions appears to have been successful in that there were no significant differences between
conditions in terms of age, internships performed, job offer acceptance, experience, or gender
and our reported results are inferentially similar to those reported if we included these variables
as covariates.
(Insert Table 1 about Here)

Experimental Case Study and Independent Variables

The experimental case study was patterned after Burton et al. (2015) and Bartlett et al.
(2016) and used a 2 x 6 between-subjects design. The participants read a brief description for a
job position. In the first paragraph of the manipulation, we varied whether the position was
labeled specifically as an internal audit position or a more general “employee” position.® We
chose the general “employee” label for the non-internal audit description since this could refer to
a variety of job positions within an organization, and would therefore be likely to attract interest
from candidates from a variety of different backgrounds (e.g., it was not specific to marketing
finance, operations, etc.). Everything else was held constant in the first paragraph of the job
description other than the labels (except in the outsourced condition, as described below).

Participants in conditions other than the baseline (i.e., general employee) or outsourcing
conditions read a subsequent paragraph where we manipulated the position description in more

detail. Specifically, we manipulated the description of the position with regards to job

(outsourced vs. in-house, management training ground vs. no management training ground, or assurance Vvs.
consulting). These manipulations were relatively subtle (i.e., only a few words were varied). Moreover, students
often perform these types of studies quickly. Therefore, though unfortunate, the relatively high manipulation check
failure rate is not surprising. We note that there were no differences in demographic variables (e.g., age, GPA, job
offer acceptance, months of business experience, etc.) between those that passed manipulation checks and those that
did not except that those who had performed an internship were more likely to miss the manipulation check question
(p-value < 0.10).

® For comparability purposes across papers, we used the same opening paragraph for our job description as Burton et
al. (2015) used for their job description in experiment 1. The only change we made was using the general
“employee” label as opposed to labeling the position as “accounting.”



responsibilities (primarily consulting or primarily assurance) and career path (MTG or promotion
within the department [i.e., non-MTG]).” We also included a condition where we manipulated
the sourcing arrangement of the IAF by describing the company hiring the internal auditors as
either a “large company” or a “large company that provides outsourced services to other
companies.”
Dependent Variable
We test H1 by measuring participants’ perceptions of the internal audit profession as a

whole. Specifically, we ask participants their agreement with statements about: 1) negative
stereotypes of internal auditors, 2) respect for internal auditors, 3) compensation and benefits of
internal auditors, 4) meaningfulness and satisfaction of work performed by internal auditors, 5)
promotion and career opportunities in internal auditing, and 6) the work-life balance of internal
auditors (see Table 2, Panel A for exact question wording). All questions were measured on a
seven-point scale with negative three labeled “Strongly Disagree,” zero labeled “Neither Agree
nor Disagree,” and three labeled “Strongly Agree.”
H2 through H3c involve the participants’ interest in applying for the job position. After viewing
the job description information, we asked participants “Would you apply for this position for full
time employment?” with participants answering yes or no.® We also asked the following question
to those in the internal audit (general employee) condition: “You find out there is an identical job

posting for a similar company with one difference. The new job would hire you to work in a

department other than the internal audit function of the company (in the internal audit function of

7 For the assurance and consulting conditions, we again used the same descriptions as those used in Burton et al.
(2015) for comparison purposes. As Burton et al. (2015, 20) point out, the descriptions were “patterned after the IIA
definitions of assurance and consulting services.”

8 We also measured our participants’ interest in the job with the question: “How interested are you in the job?” This
question was measured with a seven-point likert scale, with greater values indicating greater interest in the position.
The results from this measure are qualitatively similar to those for the “apply” measure.



the company). Which job would you be more interested in pursuing?” Answers were measured
on a seven-point scaled anchored at “1 — Strongly prefer the job in the internal audit function of
the company,” “4 — Prefer each position equally,” and “7 — Strongly prefer the job in a
department other than the internal audit function of the company.” This alternative measure
allows for a strong, within-subjects test of whether they are more interested in internal auditing
vs. a different position. RESULTS
Panel A of Table 2 presents the results testing H1. Contrary to H1, our results suggest
that participants believe internal auditors are highly respected by other business professionals,
perform meaningful and satisfying work, and have excellent promotion and career opportunities
(all t-tests measured against the midpoint of 0 are significant at p-value < 0.01). Interestingly,
these views align with those of accounting students (Burton et al. 2015), but not external auditors
(Bartlett et al. 2016). Our results also indicate that participants believe that internal auditors have
excellent promotion and career opportunities (p < 0.01), which is consistent with the views of
both accounting students and external auditors documented in previous studies (Burton et al.
2015; Bartlett et al. 2016). However, while our participants largely exhibit positive perceptions
of A, they significantly agree that other business professionals have negative stereotypes of
internal auditing (p-value < 0.01), which is with both accounting students and external auditors
(Burton et al. 2015; Bartlett et al. 2016). Our participants neither agreed nor disagreed that
internal auditors have excellent work-life balance (p-value > 0.10). Overall, these results do not
support H1. Specifically, our participants largely held favorable perceptions of internal auditing,
even though they believed other business professionals have negative stereotypes of internal

auditing.’

® We also asked participants two questions regarding the frequency in which internal auditing is discussed as a
career for students and the tone of discussions about internal auditing at their universities (see Table 2, Panel B).



(Insert Table 2 about Here)

To test H2, we conducted a chi-squared test for the “apply” variable across all conditions
individually and in the aggregate (see Panel A of Table 3). We also conducted an ANOVA for all
conditions (see Panel C of Table 3). Across all conditions, participants were 12.7 percent less
likely to apply for the position labeled as internal audit than the position labeled as general
employee, which was statistically significant in both the univariate analysis (see Panel A, p-value
< 0.01) and multivariate analysis (see Panel C, p-value < 0.01). These results support H2.

As previously described, we also asked participants whether they would be more
interested in an internal audit (non-internal audit) position, given their experimental condition.
Panel F of Table 3 shows that participants had significantly more interest in pursuing a position
not specifically labeled as internal audit (p-value < 0.01). This result provides complementary
evidence, using a strong within-subject design, supporting H2.

(Insert Table 3 about Here)

We next turn to a discussion of our results testing H3a, H3b, and H3c. Our overall
ANOVA results (Panel C of Table 3) show a statistically significant main effect for our
Condition variable, which captured whether participants were assigned to the baseline,
assurance, consulting, management training ground, non-management training ground, or
outsourced condition (p-value < 0.01). However, there was not a significant interaction with the
internal audit variable, which measured whether participants were assigned to the internal audit
condition or the general employee condition (p-value > 0.10). The descriptive statistics presented
in Panel A of Table 3 and the graph of those statistics in Panel B of Table 3 reveal an interesting

pattern. The pattern shows that it did not matter how the internal audit position was described,

Participants significantly disagreed with the statement: “At my university, internal auditing is often discussed as a
career for students” (p-value < 0.01). However, participants significantly agreed with the statement: “At my
university, discussion about internal auditing is positive” (p-value < 0.01).

10



there was no significant difference in how participants viewed the position. That is, when we
compare responses for condition for only participants in the internal audit position (see Panel D
of Table 3), there is no statistically significant difference between any of the conditions (p-value
> 0.10). Combined, these results provide no support for H3a, H3b, and H3c. That is, for those
participants in the internal audit conditions, job responsibilities, career path, and sourcing
arrangement had no effect on willingness to apply to work in internal auditing.

In contrast, there are significant differences in participants’ willingness to apply for
positions in the non-internal audit conditions (see Panel E, p-value < 0.01). Participants in the
general employee condition had the strongest preference to apply for the position when it was
described as a non-management training ground (75.8% chose to apply), followed in descending
order by: management training ground (68.6%), consulting (60.0%), outsourced (45.7%),
assurance (42.5%), and the baseline condition (42.4%) (see Table 3, Panel A).

ADDITIONAL TESTING

To further examine factors that influence preferences toward working in internal audit,
we use logistic regression to investigate how the factors listed in Table 2 impact the choice to
apply for a position in internal auditing. We average the perception questions in Panel A of
Table 2 into a single measure capturing their opinion of internal auditing. We combine how
participants’ universities discuss internal auditing by averaging the two variables reported in
Panel B of Table 2. We also include participants score on 14 multiple choice questions that were
taken from a practice CIA exam to measure internal audit ability, and then we ask participants to
self-assess whether they are a top performer in their class as a measure of their general ability.
We include the following control variables in the regression: gender, whether participants had

completed an internship, and how many months of business experience participants had.

11



We present regression results in Table 4. The results show that participants are more
willing to apply to work in internal audit if they have more favorable views of internal audit
characteristics (p-value < 0.001). The more positive the discussion of internal auditing at a
university is almost statistically significant at conventional levels (p-value = 0.133). Participants
internal audit knowledge did not impact the willingness to apply for an internal audit position (p-
value > 0.10), but self-assessed high performers are less likely to want to work in internal
auditing (p-value < 0.05). The control variables are not significant at conventional levels (p-
values > 0.10).

(Insert Table 4 about Here)

In an effort to provide additional insight into how internal auditing can attract more
employees, we report survey results of 46 students from across the country asking them what
would make internal auditing more attractive to them as a career.!” We had a research assistant
create categories and group the responses into categories for analysis. Respondents could provide
multiple suggestions, so each suggestion provided is considered as an independent unit of
analysis. We split the results based on whether participants were above or below the median
GPA of 3.6 to see if high performing and low performing students differ in their perception of
what would make internal auditing more interesting to them.

We present the results in Table 5. The results show that high and low performing
participants differ in what would attract them to internal audit.!! Whereas lower performing

students would be more interested if offered greater compensation (43.3 percent compared to

10'We used Amazon’s Mechanical Turk to solicit participation. We required that participants be located in the
United States and then, based on their self-responses, that participants be currently enrolled in a U.S. university
business school and majoring in something other than accounting. We paid participants $1 for participating in the
short survey. Participants came from 43 different universities, 10 different majors, and all class standing (freshman
to MBA). We solicited participation from 50 MTurk workers (and only collected one sample)—four were dropped
because they did not provide compete responses (GPA) for inclusion in the study.

1A chi-square test shows that the distribution of answers is significantly different for high/low performing students
(p-value < 0.01).

12



15.6 percent of high performing students), high performing students deemed other factors
important. Specifically, high (low) performing students reported that the following factors would
make internal audit more appealing: 21.9 percent (13.3 percent) reported a desire to perform
more interesting work; 12.5 percent (3.3 percent) stated interest in working with a preferred
company/field; and 12.5 percent (0 percent) would like more understanding of the profession.
Finally, 21.9 percent of high performers indicated that nothing would make internal audit more
appealing, compared to only 10 percent of low performers. This later finding supports the
regression results suggesting that high performers are less interested in working in internal audit
than low performers.

These findings suggest several avenues the internal auditing profession can pursue to
increase interest in the profession. Especially interesting is that high performers and low
performers would be attracted based on different factors. Though a minority of high-performing
participants specifically indicated a limited understanding of the profession, a review of
responses of high-performing participants revealed several misconceptions of what internal audit
entails. For example, participants believe that work performed by the IAF is heavily dependent
on math/numbers, is entirely accounting related, does not utilize technology, and is not
interactive/does not deal with people. Overall, these results suggest that participants lack
awareness of career opportunities in internal audit for professionals with non-accounting
backgrounds. Understanding the factors that would increase interest in the profession as well as
misconceptions of work performed by internal auditors should help companies and the I1A better
tailor their outreach and recruitment efforts to high-quality non-accounting business
professionals.

(Insert Table 5 about Here)

13



CONCLUSION

This paper examines various factors that affect business professionals’ willingness to
work in IAFs. We find that although our participants believe that other business professionals
hold negative stereotypes of internal audit, our participants themselves held generally favorable
views of internal audit. Specifically, our participants view internal auditors as being highly
respected by other business professionals, having excellent compensation and benefits,
performing meaningful and satisfying work, and having excellent promotion and career
opportunities. We also find that business professionals are significantly less likely to apply for a
position labeled specifically as internal audit compared to an equally worded position labeled as
a general employee.'> A more detailed examination reveals that participants are more interested
in working in internal audit if they have more favorable views of internal audit characteristics.
However, participants are less willing to work in internal audit if they are higher academic
performers. Finally, we find that the primary job responsibilities, potential career paths, and
sourcing arrangement of the IAF did not effect participants’ willingness to apply for a position
specifically labeled as internal audit.

In an effort to provide guidance to the profession and businesses on what they might do
to better attract non-accounting business students, we survey students on what would make
internal audit more appealing. We find that high and low performers responded differently. High

performers would have more interest in internal audit if the work was less boring/tedious, they

12 Though it may seem counterintuitive that participants believed that other business professionals held negative
stereotypes of internal auditors, yet also that internal auditors are highly respected by other business professionals,
we believe that the two are not mutually exclusive, and may be similar to how accountants are generally viewed in
society. For example, Dimnik and Felton (2006) find that cinematic stereotypes of accountants include both positive
and negative characteristics, and although accounting jobs are often depicted in an unflattering light, accountants
themselves generally fare well on screen. Hence, it does not seem unreasonable to believe that others hold negative
stereotypes of internal auditors, but also respect them (e.g., a person can be considered both boring and respectable).

14



could work in a preferred company/field, and if they had more understanding of the career. In
contrast, low performers are primarily interested in better pay.

This study is not without limitations, some of which offer opportunities for future
research. This study, along with Burton et al. (2015) and Bartlett et al. (2016) do not examine

perceptions of individuals actually working in internal audit. We encourage future research to

examine internal auditors’ perceptions of their own career. We would benefit by having a greater

understanding of how perceptions of internal auditing affects individuals’ willingness to continue

working in internal audit and other internal auditing outcomes. Finally, we encourage future
research that addresses specific ways to reduce negative perceptions of internal audit,

particularly negative perceptions gained by working in the professional business world.

15
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TABLE 1
Description of Participants

Variable Mean StD
% Male 52.6% 50.0%
Age 23.7 4.4
GPA 3.51 0.35
Number of Internships (from 1-4) 0.99 1.17
Accepted a Job Offer 20.3% 40.3%
Months of Business Experience 23.2 33.8
Credit Hours in:
Accounting 5.1 4.3
Finance 4.4 6.0
Information Systems 33 3.8
Marketing 5.7 6.7
Organizational Behavior / Strategy 3.7 4.7
Other Business Disciplines 10.3 15.5

Total participants, 502, who successfully passed the manipulation checks are listed.
Demographic statistics are presented for responding participants as not all participants responded
to every demographic question.



TABLE 2

Tests of H1: Business Professionals Perceptions of Internal Auditing

Panel A: Perceptions of the Internal Audit Profession

Attribute Mean (StD) T-test: Mean = (

1. Other business professionals have negative 0.98 (1.28) t = 15.96%%*
stereotypes about internal auditing. (stereotypes)

2. Professionals in internal auditing are highly
respected by other business professionals. 0.23 (1.41) t=3.43%%*
(respected)

3. Professionals in internal auditing have excellent 0.80 (1.12) { = 14.80% %%
compensation and benefits. (benefits)

4. Professionals in internal auditing perform _ .
meaningful and satisfying work. (work) 0.64(1.36) =983

5. Professionals in internal auditing have excellent 0.63 (1.20) t = 10.86%%*
promotion and career opportunities. (promotion)

6. Professionals in internal auditing have excellent _
work life balance. (balance) 0.04(1.13) =077

Questions were measured on a 7 point scale with -3 labeled “Strongly Disagree,” -2 labeled “Disagree,” -1 labeled “Somewhat

Disagree,” 0 labeled “Neither Agree nor Disagree,” 1 labeled “Somewhat Agree,” 2 labeled “Agree,” and 3 labeled “Strongly Agree.”

Panel B: Perceptions of Institutions Discussion of and Favorability towards Internal Audit

Attribute Mean (StD) | T-test: Mean =0
At my university, internal auditing is often discussed as a 2045 (1.65 _ sk
career for students. (UniversityDiscussed) 45 (1.65) t=-5.66

At my university, discussion about internal auditing is 0.36 (1.12) (= 6755k
positive. (UniversityPositive) ' ' '

Questions were measured on a 7 point scale with -3 labeled “Strongly Disagree,” -2 labeled “Disagree,” -1 labeled “Somewhat
Disagree,” 0 labeled “Neither Agree nor Disagree,” 1 labeled “Somewhat Agree,” 2 labeled “Agree,” and 3 labeled “Strongly Agree.’

sk xk Ok signify p-values < 0.01, 0.05, and 0.1, respectively. P-values are one-tailed when a directional prediction is made and the

results are consistent with the predictions.
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TABLE 3
Test of H2 and H3s: Willingness of Business Professionals to Apply for a Job Described as Internal Audit or Not

Panel A: Mean (Std) Percent of Respondents Willing to Apply to Work in Advertised Position

Baseline  Assurance Consulting MTG No MTG  Outsourcing Overall
General Employee Position 42.4(50.2) 42.5(50.1) 60.0(49.8) 68.6(47.1) 75.8(43.5) 45.7(50.5) 55.3 (49.8)
Internal Audit 37.5(49.2) 36.7(49.0) 48.6(50.7) 46.7(50.7) 47.1(50.7) 38.2(49.3) 42.6 (49.6)
Difference 4.9 5.8 11.4 21.9 28.7 7.5 12.7
X 0.164 0.243 0.849 3.192%* 5.808*#* 0.396 6.542%#*

Panel B: Graph of Panel A Averages
20
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60
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Baseline Assurance  Consulting MTG NoMTG  Outsourcing Overall
H Not Internal Audit  « Internal Audit
Panel C: ANOVA Comparison of All Conditions
Source SS F-Value  P-value
Internal Audit 1.93 8.15 0.002
Condition 4.18 3.52 0.002
Internal Audit*Condition 1.31 1.10 0.359
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Panel D: ANOVA Comparison of Only Internal Audit Conditions

Source SS F-Value P-value
Condition 0.68 0.53 0.752

Panel E: ANOVA Comparison of Only Non-Internal Audit Conditions

Source SS F-Value P-value
Condition 4.94 4.42 <0.001

Panel F: Comparison of Willingness to Switch into or out of Internal Audit Department
Mean (StD)  T-test: Mean =4

Willingness to Pursue Internal Audit: Score
above (below) 4 suggest willingness to switch 4.65 (1.50) t=9.02%**
out of (into) internal audit

wak ek * signify p-values < 0.01, 0.05, and 0.10, respectively. P-values are one-tailed when a directional prediction is made and the
results are consistent with the predictions. In Panels C, D, and E, dummy variables are included for universities for which participants
are from. None of the university variables are significant and are not presented. For Panel F, participants were asked: “You find out
there is an identical job posting for a similar company with one difference. The new job would hire you to work in a department other
than the internal audit function of the company (or to work in the internal audit function of the company). Which job would you be
more interested in pursuing?” Participants were shown the opposite choice to the job description they just read in the experiment.
Answers were measured on a seven-point scale anchored at “1 - Strongly prefer the job in the internal audit function of the company,”
“4 - Prefer each position equally,” and “7 - Strongly prefer the job in a department other than the internal audit function of the
company.” Other variables are defined as follows:

InternalAudit = A dichotomous variable equal to one if the job description used the word internal audit and zero if the job description
did not specifically describe the position (e.g., used the term “employee”).

Condition = A variable ranging from one to six, taking a different value for each condition (i.e., Baseline, Assurance, Consulting,
MTG, No MTG, and Outsourcing).
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TABLE 4

Examination of Factors Influencing Decision to Apply to Work in Internal Audit

Expectation Estimate y?value P-value

Intercept +/- 0.985 2.02 0.155
IA Characteristics + 0.613 10.65 0.001
University Perceptions + 0.146 1.24 0.133
Multiple Choice Score + 0.01 0.02 0.445
Top Performer - -0.221 3.50 0.031
Male +/- -0.109 0.61 0.435
Internships +/- -0.623 2.60 0.107
Accepted Offer +/- 0.004 0.61 0.435
Business Experience +/- 0.985 2.02 0.155

The dependent variable is a dichotomous variable taking the value of one if participants are
willing to apply to work in the internal audit position and zero otherwise. Only participants in
the situation with internal auditing are included as perceptions of internal auditing are not
expected interest in applying for a non-internal audit position. The R? for the logistic regression
is 0.114. Variables are defined in Tables 2, 3, and as follows:

TIACharacteristics

University Perceptions

Multiple Choice Score

Top Performer

Male
Internships

AcceptedOfter

The average of the variables Respected, Benefits, Work, Promotion,
Balance, and Stereotypes (which is subtracted rather than added to
compute the average). Table 2, Panel A defines these variables.

The average of UniversityDiscussed and UniversityPositive. Table 2,
Panel B defines these variables.

The percentage score participants answered correctly on a 14 question
test. The questions were CIA practice exam questions given on the
ITA’s website.

Participants were asked to indicate their agreement with the
statement: “I am one of the top performing students in my class.” The
scale was measured on a 7-point scale labeled 1 — strongly disagree, 2
— disagree, 3 — somewhat disagree, 4 — neither agree nor disagree, 5 —
somewhat agree, 6 — agree, 7 — strongly agree.

= A dichotomous variable taking the value of 1 if male and 0 if female.
= A variable measuring how many internships participants had

completed.
A dichotomous variable taking the value of 1 if the participant had

accepted a job offer and 0 if they had not.



TABLE 5
Survey Results of Factors that would Increase Interest in Working in Internal Audit for
Low and High Academically Performing Students

Topic Below Median GPA ~ Above Median GPA
Less Boring/Tedious Work 13.3% (4) 21.9% (7)
No Interest/Not a Good Fit 10% (3) 21.9% (7)
Better Pay Incentive 43.3% (13) 15.6% (5)
Work in a preferred company/field 3.3% (1) 12.5% (4)
More Understanding of Career 0% (0) 12.5% (4)
Other Factors 13.3% (4) 6.3% (2)
Work/Life Balance 3.3% (1) 6.3% (2)
More Creativity/Flexibility 13.3% (4) 3.1% (1)

Survey responses from 46 participants (4 additional did not provide sufficient data for analysis).
Participants responded to the question, “What factors would make it so you would be more likely
to pursue a career in internal audit? Or said differently, what would have to change about internal
auditing for you to more strongly consider it as a possible career?” A research assistant created
groupings of responses and categorized responses into those groupings. Participants could record
as many responses as they would like, and each individual suggestion is considered a separate

response. Responses are split at the median of self-reported GPA (3.6). Parentheses indicate the
raw number of responses.
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