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Abstract

The study aimed to examine the impact of applying internal audit function governance principles
on the effectiveness of internal auditing in banks operating in the Republic of Yemen. To achieve
the study objectives and test its hypotheses, a descriptive-analytical approach and a quantitative
methodology were adopted. A questionnaire was used as the primary data collection instrument. A
total of (214) questionnaires were distributed to a stratified random sample comprising employees
of internal audit departments, compliance and risk management departments, and members of
boards of directors—including audit committee members—at the head offices of banks in the
Capital Secretariat, Sana’a, in addition to employees from the supervision and oversight sector of
financial institutions at the Central Bank of Yemen. A total of (189) valid responses were retrieved
for statistical analysis. The data were analyzed using the Statistical Package for the Social Sciences
(SPSS). Simple regression analysis was employed to test the main hypothesis, while multiple
regression analysis was used to test the sub-hypotheses. The findings revealed a positive and
statistically significant impact of applying internal audit function governance principles on the
effectiveness of internal auditing in Yemeni banks. Based on the results of the multiple regression
analysis, the principle of board approval of the internal audit function demonstrated the strongest
effect on internal audit effectiveness, followed by the principle of the independent organizational
positioning of internal audit, and then the principle of board oversight of the internal audit function.
Furthermore, the results indicated that the level of internal audit effectiveness—across its
dimensions of value addition, improvement of organizational processes, and assistance in
achieving organizational objectives—was high in the banks operating in the Republic of Yemen.
Among these dimensions, value addition was identified as the most strongly associated with
internal audit effectiveness from the perspective of the study sample. In light of these findings, the
study recommends strengthening the application of internal audit governance principles through
the adoption and implementation of the Global Internal Audit Standards (GIAS), given their
significant role in enhancing internal audit effectiveness in banks. The study also emphasizes the
importance of supporting the independence of the internal audit function and activating the role of
boards of directors in approving and overseeing it through clear policies and effective monitoring
mechanisms. Additionally, it recommends the development and periodic updating of the internal
audit charter, as well as reinforcing the strategic role of internal auditing in value creation. The
study further highlights the importance of board oversight in ensuring the implementation of
periodic internal audit quality assessments, particularly external quality assessments, in addition
to developing the professional competencies of internal audit managers and staff.
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