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Abstract

Internal audit independence is widely recognized as a critical prerequisite for the effective functioning of corporate
governance systems, ensuring the reliability and impact of internal audit activities. The dual nature of internal
auditors—who are simultaneously employees of the organization and providers of assurance and advisory services—
creates inherent tensions that may compromise their autonomy. Motivated by these concerns, this study explores how
internal audit independence is shaped and seeks to identify the core components that sustain or undermine it. The study
was conducted in two major stages: an extensive review of theoretical foundations and prior research, followed by
semi-structured interviews with key organizational actors. Data were collected through 16 interviews with internal
audit managers and audit committee members using a snowball sampling approach. The data were analyzed through
thematic analysis with the assistance of MAXQDA software, and key components were extracted. Triangulation and
theoretical saturation were employed to ensure the validity of the findings. Findings indicate that independence is not
merely a formal organizational arrangement, but a multidimensional construct combining structural positioning,
operational freedom, and the capacity to report findings without fear of retaliation. Participants identified senior
management as the primary source of threats to independence, while audit committees and boards of directors were
viewed as the most influential supporters. Although professional standards and legal requirements were acknowledged
as important safeguards, they were considered insufficient unless accompanied by appropriate reporting structures and
active support from top leadership. Seven overarching components were ultimately identified: organizational structure
and reporting lines; the role and support of the board of directors; the role of the audit committee; executive
management’s interventions and attitudes; internal audit functions and responsibilities; auditors’ competencies and
personal attributes; and legal and professional requirements. By proposing a context-specific framework of internal
audit independence, this study addresses a significant gap in the Iranian internal auditing literature. The results offer
practical insights for improving internal audit practices, strengthening training and professional guidance, and
contributing to enhanced corporate governance.

Keywords: Components of Independence, Internal Audit, Thematic Analysis.

Introduction

The main goal of internal auditing is to create value for the organization by improving governance, risk management,
and internal control processes. To achieve this, the independence of internal auditing is vital, but maintaining this
independence is challenging in practice. Internal auditors must simultaneously play a dual role: on one hand, act as
consultants to management, and on the other, serve as an independent evaluator of organizational processes. This
duality and other environmental complexities jeopardize their independence, leading to it being seen not as a fixed
state but as a dynamic process. Despite the importance of this topic and limited research in Iran, this study aims to use
a qualitative approach to identify the components of internal audit independence within the Iranian context. The goal is
to provide a localized framework for its evaluation and reinforcement, thereby helping to improve corporate
governance and enhance the profession's effectiveness.
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Method and Data

This research uses a qualitative and interpretive approach. The study was conducted in two main phases. First, a
comprehensive literature review was performed, covering global internal auditing standards and relevant
academic articles from the past 10 years (searched on databases like WoS, Scopus, and Google Scholar) to
establish a theoretical framework. In the second phase, data was collected through semi-structured interviews
with internal audit managers and members of audit committees from companies listed on the Tehran Stock
Exchange. Participants were selected using a snowball sampling method, and interviews continued until
theoretical saturation was reached. Finally, the collected data was analyzed using the thematic analysis method
with the help of MAXQDA software. To ensure the quality and validity of the findings, methods such as data
triangulation, using independent coders, and gathering participant feedback were employed.

Findings

Using a thematic analysis approach, seven main components of internal audit independence were identified.
These components include Organizational Structure and Reporting Relationships (which highlights how the
internal audit unit's position in the hierarchy and its reporting lines to the board or audit committee affect its
independence), Role and Support of the Board of Directors and the Role of the Audit Committee (both
emphasizing the importance of active support from governance bodies), Executive Management's Approach and
Interventions (identified as a potential threat to independence), Internal Audit's Role and Responsibilities (which
stresses the need to separate auditing from operational duties), the Competence and Personal Attributes of
internal auditors (emphasizing their individual capabilities and moral courage), and finally, Legal and
Professional Requirements (which serve as an external framework to ensure independence). These findings
demonstrate that internal audit independence is a multifaceted concept influenced by structural, managerial,
individual, and legal factors.

Conclusion and Discussion

Based on the identified components, the study concludes that internal audit independence is not a single, static
state but rather a complex, multifaceted process. Its successful implementation depends on a delicate interplay of
structural safeguards (such as direct reporting lines to the audit committee), active support from governance
bodies (the board and audit committee), and the professional and personal integrity of the auditors themselves.
The research highlights a significant gap between the theoretical ideals of independence and the practical
challenges faced by internal auditors, particularly due to the influence of executive management interventions
and the dual advisory and assurance roles. The findings emphasize that effective independence goes beyond
mere compliance with formal standards; it requires a strong organizational culture of support and the personal
courage of auditors to navigate complex relationships. This study provides a foundational framework for
practitioners and policymakers in Iran to enhance internal audit's effectiveness by focusing on these intertwined
structural, relational, and individual factors.
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