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Abstract:

The usefulness of RBIA in improving organisational decision-making and operational
efficiency is examined in this study. Traditional compliance-focused audits have not been
able to adequately detect new risks and guide strategic decisions in today's complex and
changing corporate environment. The study collected empirical data from 150 respondents in
a variety of industries using a descriptive research approach and a standardised questionnaire
given to management staff and internal audit specialists. Improved management decision-
making and operational performance are strongly and favourably correlated with RBIA,
according to descriptive and inferential statistical studies such as linear regression and
Pearson correlation. The findings highlight how crucial it is to match organisational risk
priorities with internal audit procedures in order to promote more knowledgeable, flexible,
and robust frameworks for decision-making. The results add to the expanding corpus of
research highlighting the strategic importance of internal audits and provide useful
suggestions for businesses looking to maximise audit operations for increased effectiveness
and governance impact.
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Introduction

Organisations must have stronger internal control systems because of the growing complexity
and unpredictability of today's dynamic business environment. In order to improve
operational efficiency and decision-making, risk-based internal auditing, or RBIA, has

become a popular strategic strategy that matches internal audit operations with the
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organization's risk landscape and concentrates attention on high-risk areas (Arena & Azzone,
2009). RBIA incorporates assessment of risk into audit planning and execution, giving
management important insights to proactively minimise risks, in contrast to traditional
auditing, which frequently takes a compliance-focused approach (Gramling, Maletta,
Schneider, & Church, 2004).

Informed decision-making that promotes organisational agility and resilience is facilitated by
effective risk-based internal audits, which allow organisations to detect possible risks and
inefficiencies early (1A, 2013). This study attempts to close the research gap caused by the
lack of empirical data about the real effect of RBIA on operational outcomes, despite its

theoretical benefits.

This study helps organisations optimise their internal audit methods for improved risk
management as well as company results by empirically investigating how RBIA procedures
affect operational efficiency and decision-making quality. It also adds to the body of
knowledge in the field of auditing.

Literature Review

In corporate governance and risk management frameworks, risk-based internal auditing has
become more important (Arena & Azzone, 2009). According to scholars, RBIA adds strategic
value to organisations by reorienting auditing from just verifying compliance to reducing risk
(Gramling et al., 2004). RBIA is defined by the Institute of Internal Auditors (11A, 2013) as a
systematic process in which internal audit plans are created using risk assessments, giving
priority to areas that have the greatest potential to affect organisational goals. Research shows
that RBIA facilitates prompt management responses and improves the identification of

operational weaknesses, both of which increase efficiency (Lenz & Hahn, 2015).

Additionally, organisational risk culture and processes for governance are strengthened by
RBIA's integration with organisational risk administration (ERM) frameworks (Beasley,
Branson, & Hancock, 2010). According to empirical study by Goodwin (2004), risk-based
audits have a positive link with increased audit effectiveness, which improves decision

quality by giving executives relevant risk information. However, obstacles including
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organisational reluctance to change and auditor proficiency in risk assessment might reduce
RBIA efficacy (Spencer Pickett, 2010). Additionally, organisational size, industry, and the
level of maturity of risk management methods all affect how much RBIA adds to operational
efficiency (Arena et al., 2017). By filling in the gaps in the literature about real-world results
and implementation challenges, this study expands on these insights to empirically assess the

impact of RBIA on decision-making and operational efficiency.

Objective
In order to give audit practitioners and management useful information for improving internal
control procedures, the main goal of this study is to empirically evaluate how well risk-based

internal audits improve organisational decision-making quality and operational efficiency.

Methodology

The efficacy of risk-based internal audits is methodically examined in this study using a
descriptive research approach. A systematic questionnaire is used to gather information about
respondents’ opinions of RBIA procedures, enhancements to decision-making, and results in
terms of operational efficiency. 150 managers and internal audit specialists from a range of
businesses make up the sample size. In order to guarantee representation across various
organisational sectors and sizes, a stratified random sampling approach is used. Quantitative
methods are used in data analysis to find correlations between organisational performance
indicators and RBIA adoption.

Data Analysis

The research gathered information from 150 internal audit specialists in order to evaluate
how well RBIA works to enhance operational effectiveness and decision-making. Prior to
testing hypotheses on the relationships between these variables, descriptive statistics were

computed to comprehend the primary trends and variability of important variables.
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Risk-Based Internal Audit (RBIA) effectively
identifies key operational risks.
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Fig. 1 Operational risks

According to the results, most participants concur that critical operational risks within their
organisations are successfully identified using Risk-Based Internal Audit (RBIA). It is clear
that RBIA is regarded as a trustworthy method for identifying important risk areas, as seen by
the high mean score of 4.12 and the 83% of respondents who chose "Agree™" or "Strongly
Agree." The comparatively low standard deviation (0.77) indicates that respondents strongly
agreed, supporting the idea that RBIA is essential to risk detection.

RBIA improves the quality of management
decision-making in our organization.
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Fig. 2 Management Decision Making
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According to the research, management decision-making quality is positively viewed in
relation to RBIA. The average score of 4.01 indicates that most people think that RBIA
improves decision-making. 29% of respondents strongly agreed and 50% of respondents
agreed that RBIA helps make higher-quality selections. The majority of professionals view
RBIA as a useful instrument for enhancing management's capacity to make well-informed
and efficient choices, as evidenced by the small standard deviation (0.81), which shows

considerable consistency in replies.

Implementation of RBIA leads to greater
operational efficiency within the organization.
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Fig. 3 Operational Efficiency

With a mean score of 4.07, replies to the question on RBIA's contribution to increasing
operational efficiency once more show positive sentiments. A total of 80% of respondents
chose "Agree" or "Strongly Agree," indicating that RBIA's beneficial impact on improving
efficiency and simplifying processes is widely acknowledged. Although the majority of
participants believe RBIA improves operational performance, there is some variation in

perceptions, as indicated by the standard variance of 0.79.

Table 1 Correlation Matrix
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Variables RBIA Decision-Making Operational
Implementation Quality Efficiency

RBIA Implementation | 1.00 0.72 (p <0.01) 0.68 (p <0.01)

Decision-Making 0.72 (p <0.01) 1.00 0.66 (p<0.01)

Quality

Operational 0.68 (p <0.01) 0.66 (p <0.01) 1.00

Efficiency

The methodology of Pearson correlation analysis was used to examine the relevance and
degree of the connections between RBIA and organisational outcomes. There were significant
positive associations between RBIA deployment and decision-making quality (r = 0.72; p <
0.01) and operational efficiency (r = 0.68; p < 0.01), according to the results. These results
show that better decision-making and increased operational efficiency are substantially

correlated with improved RBIA procedures.

Table 2 Regression Model

Dependent Variable Predictor R? p t- Sig. (p- | F-
(Beta) | value | value) value
Decision-Making RBIA 046 0.72 11.33 | <0.001 128.5
Quality Implementation
Operational Efficiency | RBIA 0.39 | 0.68 9.71 | <0.001 943
Implementation

Additionally, the variables that were dependent from RBIA implementation were predicted
using basic linear regression analysis. The regression model explained 46% of the variance in
decision-making quality (R2 = 0.46), and it was statistically significant (F(1,148) = 128.5, p <
0.001). This implies that the effectiveness of RBIA implementation accounts for over half of
the variation in decision-making quality. Similarly, 39% of the variation (R2 = 0.39) was
explained by operational efficiency, which was substantially predicted by RBIA adoption
(F(1,148) =94.3, p < 0.001).

These findings provide empirical support for RBIA's beneficial contribution to improving

operational effectiveness and organisational decision-making. According to the descriptive
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statistics, RBIA is widely regarded as useful and effective by internal audit specialists. The
robust correlations and regression results validate that setting audit activity priorities
according to risk assessments gives management important information that enables better
decision-making and more efficient operations. This is consistent with other research that
highlights the strategic benefit of RBIA over conventional auditing techniques (Arena &
Azzone, 2009; Gramling et al., 2004). The results emphasise that in order to maintain
competitive operational performance, organisations must constantly innovate and integrate
RBIA methods.

Conclusion

The study's conclusions unequivocally demonstrate that RBIA is a very successful tool for
improving organisational decision-making and operational effectiveness. According to the
descriptive study, a sizable majority of respondents agreed that RBIA plays a part in
recognising important operational risks, enhancing management judgement, and boosting
operational effectiveness. These findings were further supported by the inferential analysis,
which revealed important regression results demonstrating the predictive capacity of RBIA
and substantial positive correlations between its implementation and the dependent variables.
According to these findings, companies are better able to match internal controls with
organisational objectives, reduce risk exposure, and make wise decisions when they abandon
traditional compliance-based audits in favour of a more strategic, hazard-focused approach.
As a result, RBIA improves performance in a number of areas of corporate management in

addition to serving as a governance tool.

Recommendations

It is advised that organisations explicitly include RBIA into their governance structures in
light of the study's findings. Audit committees and upper management should set aside
sufficient funds to develop internal audit capabilities, including educating auditors on the
assessment of risks and control evaluation methods. In order to match audit objectives with
strategic risks, the internal audit function should also keep up constant communication with
management. To improve RBIA's efficacy through real-time risk monitoring, organisations
are also urged to invest in audit analytics solutions. Finally, to guarantee alignment with

evolving company settings and to pinpoint opportunities for ongoing development, the RBIA

] JFANS

l International Journal of
Food And Nutritional Sciences

Official Publication of International Association of Food
and Nutrition Scientists

7940



IJFANS INTERNATIONAL JOURNAL OF FOOD AND NUTRITIONAL SCIENCES
ISSN PRINT 2319 1775 Online 2320 7876

Research paper ~ © 2012 UFANS. All Rights Reserved, [Vc{efe/:\:{ =) RES T N cTdeT0 o0 ) LTV T YA Y/ o) (V173 (= e 0 SV B Lo p |

process should be subject to frequent performance assessments. These actions will improve

stakeholder confidence and overall corporate governance in addition to operational

effectiveness and decision-making.
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