
External and Internal Audit

October 2016

Cooperation for Improved Functionality 
in Public Financial Control Systems

Cooperation for Improved Functionality 
in Public Financial Control Systems



Published by: Deutsche Gesellschaft für Internationale 
  Zusammenarbeit (GIZ) GmbH  
	 	 Registered	offices	in	Bonn	and	Eschborn,		
  Germany

  Sector Network Good Governance in  
  Africa (GGA) 
  Dag-Hammarskjöld-Weg 1-5
	 	 65760	Eschborn,	Germany

	 	 Mr	Eike	Vater
  Speaker (GGA)
	 	 E-mail:		gga@giz.de
  Tel: +260 211 291918 20

	 	 www.giz.de

  November 2016

GIZ	is	responsible	for	the	content	of	this	publication.

On	behalf	of:	 The	German	Federal	Ministry	for	Economic		
	 	 Cooperation	and		Development	(BMZ)	and		
	 	 the	European	Union	

  Good Financial Governance in Africa  
  Programme
	 	 GIZ	Office	Pretoria
	 	 Hatfield	Gardens,	Block	C,	
	 	 333	Grosvenor	Street,	Pretoria,	South	Africa

	 	 Dr	Barbara	Dutzler
  Programme Manager
	 	 E-mail:	barbara.dutzler@giz.de
  Tel: +27 (0)12 423 7952

Layout by: Twaai Design

Imprint



1External and internal audit: Cooperation for improved functionality in public financial control systems Issues Paper - October 2016

Executive	summary	 	 	 	 	 	 2

1.	 Introduction      3

2.	 Affinities	of	external	and	internal	audit	standards	 	 	 	 	 	 3

3.	 Roles	and	responsibilities	in	external	and	internal	audit	 	 	 	 	 	 4

4.	 Cooperation	between	control	actors	in	the	context	of	independence	requirements	 	 5

5.	 Managing diverse roles in cooperation between control actors   6

6.	 Perspectives	for	enhanced	cooperation	between	external	and	internal	audit	 	 	 7

7.	 Reference documents     8

Contents

BMZ	 	 Bundesministerium	für	wirtschaftliche	Zusammenarbeit	und	Entwicklung

GFG  Good Financial Governance

GIZ  Deutsche Gesellschaft für internationale Zusammenarbeit

IASB	 	 International	Accounting	Standards	Board

ICT  Information and Communication Technology

IFRS  International Financial Reporting Standards

IIA  Institute of Internal Auditors

INTOSAI  International Organisation of Supreme Audit Institutions

INTOSAI	GOV	 INTOSAI	Guidance	for	Good	Governance

IPPF  International Professional Practice Framework

IPSAS  International Public Sector Accounting Standards

ISA  International Auditing Standard

ISSAI  International Standards of Supreme Audit Institutions

SAI  Supreme Audit Institution

List of Abbreviations



2 External and internal audit: Cooperation for improved functionality in public financial control systems

Executive Summary 
This Issues Paper reviews the results of recent studies 
conducted	on	public	 sector	control	actors	 in	Kenya,	
Malawi,	Mozambique,	Tanzania,	Uganda	and	Zambia.	
It also contains the results of a two-day regional 
workshop	held	 in	May	2016	 in	Lilongwe,	Malawi,	with	
participation	from	the	same	six	countries	and	relevant	
regional	organisations.	The	purpose	of	the	Issues	Paper	
is twofold: to identify perspectives for enhanced 
cooperation between public sector control actors 
in	 Southern	 and	 Eastern	 Africa,	 and	 to	 outline	 some	
key	issues	in	this	area	for	further	review	in	the	context	
of	 national,	 regional	 and	 international	 initiatives	
to	 improve	 the	 effectiveness	 of	 public	 financial	
management	systems.

The	country-level	studies	distinguish	between	five	forms	
of	 cooperation:	 structural,	 functional,	 informational,	
professional	 and	 instrumental	 cooperation.	 Many	
forms of cooperation between supreme audit 
institutions (SAIs) and internal auditors are already 
being	practised	in	the	region	under	review,	while	other	
forms of cooperation are constrained by a variety 
of	 factors.	 Differences	 in	 the	 observed	 levels	 and	
nature of constraints to each form of cooperation 
suggest that certain forms of coordination should be 
addressed	with	due	caution.	With	this	in	mind,	various	
measures	may	be	designed,	tested	and	implemented	
to	mitigate	constraints	to	specific	forms	of	cooperation	
between	external	and	internal	control	actors.

The review of current standards and guidelines for 
external	and	internal	audit	in	the	public	sector	reveals	
that	 the	 relationship	 between	 external	 and	 internal	
audit standards is generally conducive to cooperation 
between	external	and	 internal	auditors.	 The	country-
level	 studies	 indicate,	 however,	 that	 many	 control	
actors	are	still	quite	reluctant	to	cooperate	with	each	
other.	This	reluctance	to	cooperate	is	to	a	large	extent	
rooted in the lack of certainty with regard to the other 
control actors’ adherence to international standards 
and	good	practices.

According	 to	 the	 results	 of	 the	 six	 country-level	
control	actor	studies,	threats	to	SAIs’	independence	in	
Southern	and	Eastern	Africa	have	no	significant	impact	
on cooperation between SAIs and internal auditors in 
this	 region.	 However,	 the	 independence	 of	 internal	
auditors,	and	consequently	the	objectivity	of	their	work	
in	 this	 region,	appears	 to	be	 seriously	 threatened	by	
a	number	of	 factors,	 in	particular	conflicts	of	 interest	

and	responsibility.	While	ISSAI	1610	and	ISA	610	present	
criteria for the assessment of the objectivity of internal 
auditors	when	auditing	financial	statements,	the	extent	
to which these criteria are being applied in practice in 
the	region	remains	unclear.	Nevertheless,	determining	
whether the outputs of internal audit work may be 
used	 for	purposes	of	external	audit	 is	a	pivotal	 issue,	
and	further	research	is	required	to	identify	and	analyse	
gaps between the established norms and current 
practices.

In line with the results of the country-level control actor 
studies,	 the	 review	 identified	 numerous	 perspectives	
for	 enhanced	 cooperation	 between	 external	 and	
internal	 auditing	 in	 Southern	 and	 Eastern	 Africa.	 The	
study relates them to capacity development needs 
at three different levels: at the individual competency 
level,	at	the	organisational	development	level,	and	at	
the	level	of	societal	framework	conditions.	Multilateral	
and bilateral partners may play an important 
supporting	 role	 at	 each	 of	 these	 levels.	 High-level	
coordination	will	 be	 crucial	 in	 ensuring	 that	 external	
support	 is	sufficiently	needs-oriented,	while	minimising	
the	eventual	duplication	of	efforts.	With	regard	to	the	
identification	of	needs,	it	is	recommended	that	control	
actors develop and apply tools and procedures of 
self-assessment,	 taking	 all	 three	 levels	 of	 capacity	
development	 into	 account.	 Systematic	 and	 regular	
self-assessment can help control actors to better 
understand where they stand and what they might be 
able	to	achieve,	with	the	given	resources,	in	terms	of	
enhanced	cooperation	with	other	control	actors.
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1 Introduction
Nearly 25 years have passed since the Internal 
Control Standards Committee of the International 
Organization	 of	 Supreme	 Audit	 Institutions	 (INTOSAI)	
issued its Guidelines for Internal Control Standards 
(June	 1992).	 These	 guidelines	 recognise	 the	 mutual	
dependence	 of	 internal	 and	 external	 auditing.	
Since	then,	 INTOSAI	has	 reiterated	 its	commitment	 to	
promoting	cooperation	between	external	and	internal	
auditors	 on	many	 occasions,	 in	 particular	 in	 a	 series	
of	guidelines	for	good	governance,	known	under	the	
heading	of	INTOSAI	Guidance	for	Good	Governance,	
or	simply	INTOSAI	GOV.	

Against	 this	 background,	 representatives	 of	 SAIs	 in	
six	 countries	 in	 Southern	and	 Eastern	Africa	 –	 Kenya,	
Malawi,	Mozambique,	Tanzania,	Uganda	and	Zambia	
–	decided	in	2015	to	explore	the	challenges	and	risks	
of,	and	opportunities	 for,	cooperation	between	 SAIs,	
internal	auditors	and	other	control	actors.	 This	was	a	
joint	effort	with	their	 internal	auditing	partners.	The	six	
GIZ projects in these countries with their partner SAIs 
and	internal	audit	functions,	together	with	the	regional	
GIZ Good Financial Governance (GFG) in Africa 
programme,	 initiated	 country-level	 control	 actor	
studies,	 and	 exchanged	 their	 views	 and	 aspirations	
during	a	regional	workshop	held	in	Lilongwe,	Malawi,	
on	30	and	31	May	2016.

Following on the results of the regional workshop and 
country-specific	 analyses,	 recommendations	 were	
made	to	enhance	cooperation	between	control	actors,	
taking	into	consideration	the	capacity	requirements	of	
the SAIs concerned and the corresponding internal 
control	actors	at	individual,	organisational	and	societal	
levels.	A	synthesis	report	summarising	all	country	studies	
was	drafted	as	well.

This Issues Paper is based on the results of the regional 
workshop,	 the	 synthesis	 report	 and	 the	 six	 country-
level	 studies.	 Its	 purpose	 is	 to	 identify	 perspectives	
for enhanced cooperation between public sector 
control	actors	 in	Southern	and	Eastern	Africa,	and	to	
outline some key issues in this area for further review 
in	 the	context	of	national,	 regional	and	 international	
initiatives to improve the effectiveness of public 
financial	management	systems.1

2 Relationships between   
 External and Internal Audit  
 Standards
Standards	 and	 guidelines	 applied	 by	 external	 and	
internal	 auditors	 in	 the	 context	 of	 their	 professional	
activities	 may	 be	 characterised	 by	 many	 significant	
similarities,	 but	 also	 by	 a	 number	 of	 important	
differences that can affect the manner in which these 
two	professional	groups	cooperate	with	each	other.

The main relevant audit standards and guidelines are 
grouped as follows:
•	 Authoritative professional standards and 

guidelines:
 ◦ For internal auditing: The International 

Professional Practices Framework (IPPF) of the 
Institute of Internal Auditors (IIA) 

 ◦ For	 external	 auditing:	 INTOSAI’s	 International	
Professional Standards

•	 Specific	 standards	 and	 guidelines	 relating	 to	
cooperation	 between	 external	 and	 internal	
auditors:
 ◦ For internal auditing: ISA 315 and 610
 ◦ For	 external	 auditing:	 ISSAI	 1,	 1260	 and	 1610,	

INTOSAI	GOV	9150

The audit standards and guidelines proposed by IIA 
and INTOSAI enjoy widespread recognition in Southern 
and	Eastern	Africa.	The	government	of	Kenya	adopted	
the	 IIA’s	 IPPF	 in	 July	 2014.	 Malawi’s	 Internal	 Audit	
Charter	 and	Uganda’s	 Internal	 Audit	 and	 Inspection	
Manual provide for internal auditors to adhere to the 
IPPF.	Mozambique’s	Basic	Audit	Manual	is	based	on	IIA	
standards.	Zambia	is	in	the	process	of	aligning	its	PFM	
reforms	with	IIA	standards.	All	six	countries	participating	
in the GIZ-supported control actor country studies 
have established national standards and guidelines 
for	 external	 auditing	 that	 are	 based	 on	 INTOSAI’s	
International Standards for Supreme Audit Institutions 
(ISSAIs).

Standards	 and	 guidelines	 for	 external	 and	 internal	
auditing	 in	 Southern	 and	 Eastern	 Africa	 are	
complemented by other professional frameworks that 
affect	 auditing	 activities,	 but	 do	 not	 relate	 directly	
to	 the	quality	of	auditing	work,	 such	as	standards	 for	
financial	reporting	and	accounting.	The	main	relevant	
standards in these two areas are the International 
Financial	 Reporting	 Standards	 (IFRS),	 issued	 by	 the	
International	Accounting	Standards	Board	(IASB),	and	

1			In	this	context,	cooperation	is	understood	to	comprise	collaboration,	coordination	and	all	other	forms	of	cooperation.
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the International Public Sector Accounting Standards 
(IPSAS)	that	are	based	on	the	IFRS.

There are strong similarities between IIA’s and INTOSAI’s 
audit	guidance	frameworks,	but	also	major	differences,	
as	described	in	a	recent	publication	by	the	IIA	(2016).	
The main similarities are evident in the following:
•	 The	 general	 approach	 (principles-based,	 rather	

than rules-based) 
•	 The	 definitions	 of	 auditing	 and	 ethics	 (integrity,	

objectivity,	confidentiality	and	competency)
•	 Concepts	 (emphasis	 on	 independence,	

objectivity,	transparency	and	accountability)	
•	 The need to enhance professional competence 

continuously 
•	 Modes of response to the risk of fraud 
•	 Sufficient	knowledge	of	information	technology	

The	most	significant	differences	relate	to	the	following:
•	 The nature of the organisation’s guidance 

(mandatory or non-mandatory) 
•	 Public and private sector applicability 
•	 Non-auditing work 
•	 The	role	of	external	quality	reviews	
•	 The dissemination of results outside the audited 

organisation

Tables	 of	 cross-referenced	 IPPF	 and	 ISSAI	 elements,	
presented	 in	 IIA’s	 comparative	 assessment,	 illustrate	
the	 fact	 that,	 for	 nearly	 every	 standard	 of	 internal	
auditing,	there	is	a	corresponding	standard	of	external	
auditing.	 This	 does	 not	 suggest	 that	 the	 internal	 and	
external	 auditing	 standards	 concerned	are	 similar	 or	
even	 identical,	 but	 it	 does	 indicate	 that	 similarities	
and	 differences	 are	 largely	 identifiable,	 based	 on	
reference documents that are easily available to the 
interested	public.

Based	on	these	observations,	it	may	be	concluded	that	
the	relationship	between	external	and	internal	auditing	
standards are generally conducive to cooperation 
between	external	and	internal	auditors.

The	results	of	the	country-level	studies	suggest,	however,	
that many control actors of the different countries are 
still	 quite	 reluctant	 to	 cooperate	with	 each	 other.	 This	
reluctance	is,	to	a	large	extent,	rooted	in	a	lack	of	certainty	
with regard to the other control actors’ adherence to 
international	 standards	 and	 good	 practices.	 This	 lack	
of	certainty	may	be	caused	by	 insufficient	 knowledge	
of	 the	 others’	 quality	 assurance	 processes	 and/or	 by	
insufficient	knowledge	of	their	standards	and	practices.	
These factors give rise to the perception that the working 

papers and reports of other control actors may not be 
relied	upon,	and	that	cooperation	with	them	will	provide	
no	significant	benefits.

3 Roles and Responsibilities  
 in External and Internal  
 Auditing
With regard to the roles and responsibilities of 
external	 and	 internal	 auditors,	 IIA	 emphasises	 that,	
despite	 differing	 roles,	 their	 collective	 purpose	 is	 “to	
promote good governance through contributions 
to	 transparency	 in,	 and	 accountability	 for,	 the	 use	
of	 public	 resources,	 as	 well	 as	 to	 promote	 efficient,	
effective,	and	economic	public	administration”.	With	
this collective purpose	 in	mind,	 IIA	and	INTOSAI	have	
committed themselves by means of a memorandum 
of	 understanding	 (MoU)	 to	 increase	 understanding	
and	foster	cooperation	between	external	and	internal	
auditors	in	the	public	sector.2

INTOSAI	 GOV	 9150,	 paragraph	 1.4	 emphasises	 that	
common areas of work performed by SAIs and internal 
auditors provide opportunities for cooperation to 
improve	 the	 efficiency	 and	 effectiveness	 of	 both	
parties’	 work.	 Paragraph	 1.5	 of	 the	 same	 guidance	
document	provides	a	 reminder,	however,	 that	 in	 the	
context	 of	 such	 cooperation,	 cognizance	 should	 be	
taken	of	 the	 specific	 roles	of	each	party.	 These	 roles	
are	outlined	 in	section	3	of	 the	guidance	document.	
The following are some of the key differences indicated 
that may affect the interaction between SAIs and 
internal auditors in the region under review:
•	 In	 most	 countries,	 the	 independence	 of	 the	 SAI	

is	 anchored	 in	 the	constitution.	Although	 internal	
auditors	 are	 part	 of	 the	 organisation	 they	 audit,	
certain safeguards can be put in place to help 
protect the independence and objectivity of the 
internal	auditing	function.

•	 SAIs	 report	 to	 the	 legislature	 or	 parliament,	 and	
indirectly	to	the	public,	while	internal	auditors	work	
for,	 and	 report	 primarily	 to,	 those	 responsible	 for	
the	 governance	 of	 the	 audited	 entity	 or,	 where	
appropriate,	to	an	external	oversight	body.	Specific	
legislation	may	 require	 that	 internal	 auditors	 also	
report	to	the	SAI.

•	 As	 external	 auditors,	 SAIs	 have	 the	 responsibility	
of evaluating the effectiveness of the internal 
auditing	functions.	If	an	internal	auditing	function	is	
judged	to	be	effective,	cooperation	between	the	

2			See	http://www.psc-intosai.org/media/93735/mou-with-the-iia-signed-version-2014.pdf
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SAI	and	the	internal	auditor	will	likely	be	beneficial	
to	both	parties.

While the roles and responsibilities of SAIs and 
internal auditors in the public sector are different 
but	 complementary,	 the	 exchange	 of	 information	
between	these	parties	is	not	fully	symmetrical.	INTOSAI	
GOV	9150,	paragraph	7.1	(footnote)	stipulates	that	in	
granting	 access	 to	 audit	 documentation,	 “SAIs	must	
have access to the sources of information and data 
from	 the	 internal	 auditor,	 while	 internal	 auditors	 do	
not have any automatic access rights to the audit 
documentation	of	 the	SAI	or	 formal	 influence	on	 the	
SAI’s	 work	 programme.	 Nonetheless	 there	 are	 some	
circumstances where sharing audit documentation at 
the	SAI’s	discretion	may	aid	the	audit	process”.	Given	
this	important	difference,	the	roles	of	SAIs	and	internal	
auditors in terms of sharing information with each other 
may	be	described	as	asymmetrical.

The	six	country-level	studies	have	verified	that	the	roles	
and responsibilities of SAIs and internal auditors are for 
the	most	part	well	defined	in	the	constitution,	laws	and	
regulations	of	each	participating	country,	and	that	the	
legal and regulatory frameworks are closely aligned 
with	INTOSAI	and	IIA	standards.	Nevertheless,	to	date,	
cooperation between SAIs and internal auditors has still 
been	quite	limited.	While	the	country-level	studies	have	
identified	 numerous	 opportunities	 for	 strengthening	
coordination	 between	 external	 and	 internal	 control	
actors	to	the	benefit	of	both	sides,	these	opportunities	
are	 not	 readily	 seized	 and	 translated	 into	 action.	
The	 reasons	 for	 this,	as	described	 in	 the	country-level	
studies,	are	numerous	and	diverse:
•	 The objectivity and technical competence of 

internal control actors may be considered as 
insufficient.

•	 In	 some	 cases,	 control	 actors	 lack	 the	 resources	
(staff,	financing	and	so	on)	necessary	to	conduct	
the	intended	cooperation.

•	 If control actors are highly dependent on 
international	 donor	 financing,	 their	 inclination	
to cooperate with other control actors may be 
contingent	on	donor	priorities.

•	 In	 some	 cases,	 cooperation	 between	 control	
actors is foreseen to ensure follow-up of audit 
recommendations,	but	feedback	mechanisms	are	
not	clearly	defined	or	implemented.

•	 Internal control actors are sometimes inclined to 
refuse	to	cooperate,	 in	particular	when	their	own	
inputs into the cooperative effort are not given 
due	recognition.

During	 the	 fieldwork	 conducted	 for	 the	 purposes	 of	

the	country-level	control	actor	studies,	it	was	observed	
that,	 despite	 many	 hindrances,	 some	 public	 sector	
control actors make their reports available to others 
and	the	public,	some	follow	up	the	recommendations	
issued	by	other	control	actors,	and	others	undertake	
joint	 engagements	 and	 training	 activities.	 These	
observations	confirm	that	many	forms	of	cooperation	
between SAIs and internal auditors are already being 
practised	in	the	region,	while	other	forms	of	cooperation	
are	constrained	by	a	variety	of	factors,	including	non-
fulfilment	of	the	pre-conditions	for	SAIs	to	use	the	work	
of	internal	auditors	in	the	area	of	financial	auditing,	as	
defined	 in	 international	 standards	 such	as	 ISSAI	 1610	
and	 ISA	 610.	 The	 country-level	 studies	 suggest	 that	
there is a crucial gap between current practices and 
the	fulfilment	of	these	standards	by	internal	auditors	in	
the	region	under	review.

4 Cooperation between  
 Control Actors in the   
 Context of Independence  
 Requirements
Independence	 is	a	core	principle	 in	auditing,	upheld	
by	 external	 and	 internal	 auditors	 alike.	 Auditor	
independence	is	a	prerequisite	for	auditor	objectivity,	
and	auditor	objectivity	is	a	prerequisite	for	audit	quality.	
This implies that enhanced auditor independence 
contributes	to	improved	audit	quality.	It	also	suggests	
that	the	inverse	is	true,	namely	that	threats	to	auditor	
independence	pose	a	threat	to	audit	quality.

A SAI’s independence is often anchored in a country’s 
constitution,	as	 it	 is,	 for	 instance,	 in	article	143	of	 the	
Constitution	of	the	United	Republic	of	Tanzania.	A	SAI’s	
independence	may	be	 threatened	by,	 for	 example,	
a legal framework that does not clearly assign the 
management	of	its	staff	to	the	institution	itself,	as	in	the	
case	of	Malawi.	Nevertheless,	according	to	the	results	
of	the	six	country-level	control	actor	studies,	threats	to	
SAIs’	 independence	 in	 Southern	 and	 Eastern	 Africa	
have	no	significant	 impact	on	cooperation	between	
these	institutions	and	internal	auditors	in	this	region.

The	 independence	 of	 internal	 auditors,	 and	
consequently	 the	 objectivity	 of	 their	 work	 in	 this	
region,	however,	appears	 to	be	 seriously	 threatened	
by	a	number	of	other	factors,	 in	particular	conflict	of	
interest	and	responsibility.	The	Kenyan	and	Tanzanian	
country	 reports,	 for	 example,	 have	 identified	 a	 lack	
of independent and professional audit committees 
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as one of the key factors causing dysfunctionalities in 
cooperation	 among	 control	 actors.	 In	Malawi,	 audit	
committees at local government level have been 
observed to include members of local government 
management,	thereby	compromising	the	committees’	
independence.

According	to	ISSAI	1610	and	ISA	610,	objectivity	is	one	
of	 four	 factors	 that	may	affect	 the	external	auditor’s	
determination of whether the work of the internal 
auditors	 is	 likely	 to	 be	adequate	 for	 the	 purposes	 of	
external	(SAI)	audits.	Criteria	for	the	assessment	of	the	
objectivity	of	internal	auditors	when	auditing	financial	
statements are presented in the same guidance 
documents.	 The	 extent	 to	 which	 these	 criteria	 are	
being applied in practice in the region under review 
remains	unclear.	 The	 systematic	application	of	 these	
and other criteria for the determination of whether the 
outputs	of	 internal	auditing	work	 –	 in	 this	case	 in	 the	
specific	area	of	auditing	financial	statements	–	may	be	
used	for	purposes	of	external	auditing	is	a	pivotal	issue	
in the process of promoting enhanced cooperation 
between	 external	 and	 internal	 control	 actors	 to	 the	
benefit	 of	 both	 sides.	 Further	 research	 is	 required	 to	
identify and analyse gaps between the established 
norms	and	current	practices.

5 Managing Diverse Roles  
 in Cooperation between  
 Control Actors

As	mentioned	above,	 the	country-level	control	actor	
studies	 for	 Southern	 and	 Eastern	 Africa	 suggest	 that	
some	 forms	 of	 cooperation	 between	 external	 and	
internal control actors are already being practised 
in	 the	 region,	 while	 other	 forms	 of	 cooperation	
are	 constrained	 by	 a	 variety	 of	 factors.	 In	 order	 to	
identify	 these	 constraints,	 a	 distinction	 will	 be	made	
between	five	different	types	of	cooperation:	structural,	
functional,	informational,	professional	and	instrumental	
cooperation.

• Structural cooperation: The country-level studies 
have revealed that there are no legal restrictions 
that	could	prevent	the	interaction	of	external	and	
internal	 control	 actors	 in	 the	 six	 countries	 under	
review.	 SAIs	 and	 other	 external	 control	 actors,	
such	 as	 anti-corruption	 bodies,	 tend	 to	 work	
together,	 albeit	 without	 joint	 engagements	 or	
sharing	annual	auditing	plans.	The	work	of	internal	
auditing at the national level is coordinated mainly 
through	 ministries	 of	 finance,	 but	 coordination	

and adherence to international standards at the 
subnational	 level	 is	 weak.	 Control	 actors	 use	 an	
audit,	 inspection	 or	 investigation	 methodology,	
depending	 on	 the	 issue	 under	 review,	 applying	
a risk-based approach with respect to annual 
planning,	 engagement	 planning,	 reporting	 and	
follow-up	actions.	In	short,	structural	cooperation	is	
largely	unconstrained.

• Functional cooperation: Internal auditors often 
monitor the implementation of recommenda-
tions	 from	 other	 control	 actors,	 including	 SAIs,	
but follow-up information systems are not yet well 
established.	Key	watchdog	agencies	in	Kenya	are	
sharing	 their	 findings	 in	 relation	 to	 public	 sector	
controls.	In	some	cases,	there	are	no	protocols	or	
memorandums of understanding to lay out how 
coordination	and	cooperation	should	take	place.	
Functional cooperation tends to be constrained 
by issues relating to a lack of independence and 
quality	at	the	internal	audit	level.

• Informational cooperation: Practices in this area 
are	 quite	 varied.	 All	 actors	 share	 information	
directly (in the form of reports) or indirectly during 
engagements.	 Some	 control	 actors	 publish	 their	
reports.	 Internal	 auditors	 in	 Zambia	 send	 their	
reports	systematically	to	the	SAI.	In	other	countries,	
SAIs receive copies of internal audit reports during 
engagements.	 Structures	 for	 sharing	 strategic,	
annual or engagement plans or for participating in 
annual	planning	meetings	are	not	well	established.	
Generally,	internal	auditors	require	the	approval	of	
management to share reports with other control 
actors.	In	summary,	SAI	reports	are	widely	available,	
but the sharing of strategic plans and internal 
audit	 reports,	as	well	as	participating	 in	planning	
meetings,	is	unsystematic	and	constrained.

• Professional cooperation: Country studies indicate 
that joint control actor training has been negligible 
to	 date,	 but	 some	 control	 actors	 do	 train	 other	
control	 actors	 in	 their	 areas	 of	 specialisation.	
They lack awareness of each other’s professional 
standards	and	competency.	Secondment	of	staff	
among	control	actors	is	not	common.	Responsibility	
for the management of schemes of service and 
training is spread across diverse internal and 
external	control	actors,	with	little	or	no	coordination	
between	them.	Overall,	professional	cooperation	
between	 external	 and	 internal	 auditors	 is	 weak	
and	unsystematic.

• Instrumental cooperation: Public entities tend not 
to	 share	 instruments	 such	 as	 data	 analysis	 tools,	



7External and internal audit: Cooperation for improved functionality in public financial control systems Issues Paper - October 2016

audit management systems and databases of 
findings	 with	 each	 other.	 Where	 these	 systems	
have	 been	 implemented,	 headquarter	 staff	 has	
access,	but	regional	office	staff	does	not.	Hence,	
instrumental	cooperation	is	highly	constrained.

In	their	synthesis	report,	the	authors	of	the	six	country-
level	 studies	 confirm	 the	 importance	 of	 specific	
grounds (pre-conditions) for cooperation between 
control	 actors,	 as	 well	 as	 inherent	 risks	 that	 should	
be	managed,	 as	 outlined	 in	 INTOSAI	GOV	 9150.	 The	
pre-conditions for cooperation between internal 
and	 external	 control	 actors	 include	 commitment	
by	 both	 parties,	 agreement	 on	 the	 frequency	
and	 limits	 of	 communication,	 and	 guarantees	 of	
professionalism,	 discretion	 and	 confidentiality.	 With	
regard	 to	 the	 inherent	 risks,	 evidence	 collected	 in	
the	 six	 participating	 countries	 points	 in	 particular	 to	
compromising	 independence,	 loss	 of	 objectivity,	 the	
use of different standards and differing conclusions as 
relevant sources of risk to be dealt with in the course 
of	cooperation	between	internal	and	external	control	
actors.

In	 the	 overall	 assessment,	 the	 six	 country-level	
studies	 for	 Southern	 and	 Eastern	 Africa	 reveal	 that	
structural	 cooperation	 between	 external	 and	
internal	 control	 actors	 is	 largely	 unconstrained,	
while	 functional,	 informational,	 professional	 and	
instrumental approaches to control actor cooperation 
are	 significantly	 constrained	 by	 a	 variety	 of	 factors.	
Accordingly,	certain	 types	of	coordination	should	be	
addressed	with	due	caution,	while	designing,	 testing	
and implementing various measures to mitigate 
constraints to cooperation.

6 Perspectives for Enhanced  
 Cooperation between  
 External and Internal   
 Auditing
The	review	of	cooperation	between	control	actors	in	six	
countries	of	Southern	and	Eastern	Africa	has	underlined	
the need to address capacity development needs at 
three different levels: at the individual competency 
level,	at	the	organisational	development	level,	and	at	
the	 level	 of	 societal	 framework	 conditions.	Capacity	
development at each of these levels should be 
mutually	reinforcing,	thereby	contributing	to	enhanced	
cooperation	 between	 external	 and	 internal	 control	
actors	and	 improved	 functionality	of	public	 financial	
management	systems.

•	 At the individual competency level,	all	six	country	
studies underline the need for improved technical 
competence	 and	 professional	 qualifications	
among	external	and	internal	auditors,	with	special	
emphasis on topics that cut across all control 
actors,	 such	 as	 information	 and	 communication	
technology	 (ICT),	 performance	 and	 forensic	
auditing.	 Management,	 methodological	 and	
leadership	competence,	as	well	as	personal	and	
social	competence,	also	requires	reinforcement.	

Individual competency development may be 
facilitated in the following ways: 
 ◦ Networking 
 ◦ Shared learning processes
 ◦ Staff career development plans and schemes 

of service 
 ◦ Hands-on and workshop-based training 
 ◦ Staff	exchange	and	secondment	
 ◦ Awareness training 
 ◦ Mutual sensitisation 
 ◦ Change management 
 ◦ Access	to	the	relevant	information	systems.	

Specific	 measures	 are	 required	 to	 address	 the	
capacity development needs of members of 
parliamentary	 oversight	 committees,	 such	 as	
setting up support secretariats to facilitate the 
review of reports from various control actors and 
the formulation of recommendations for enhanced 
controls	based	on	these	reports.

•	 At the organisational level,	 the	 country	 studies	
recommend the development and imple-
mentation	of	control	actor-specific	strategies	that	
aim	 to	 fill	 important	 gaps	 in	 terms	 of	 capacity	
development,	 awareness	 of	 international	
standards	and	good	practices,	and	cooperation	
between	 control	 actors.	 The	 latter	 should	 be	
based on memorandums of understanding or 
other	formal	agreements.	

Strategies at this level should address all key 
factors	of	organisational	development,	such	as	the	
following:
 ◦ Staffing	 and	 training	 policies	 (including	 joint	

training	and	staff	exchange,	and	secondment	
to other control actors) 

 ◦ Capacity building to achieve a desired 
organisational maturity level 

 ◦ Assurance of auditor independence and 
objectivity 

 ◦ Communication	 between	 external	 and	
internal auditors 
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 ◦ Mobilisation and allocation of resources 
 ◦ Development and updating of manuals and 

tools 
 ◦ Automation	of	auditing,	data	and	document	

management.	

Care should be taken that all activities derived from 
strategic	plans	are	properly	planned,	 supervised,	
reviewed	and	documented.

•	 At the societal framework level,	 the	 emphasis	
is	 on	 getting	 buy-in	 from	 key	 stakeholders,	
including	 members	 of	 the	 executive,	 legislative	
and	 judiciary	 branches	 of	 government.	 This	
can be achieved mainly through capacity 
development	 and	 creating	 awareness,	 thereby	
promoting the establishment of an appropriate 
legal	 framework	and	the	allocation	of	adequate	
resources	 to	control	actors.	 The	main	 instruments	
to be employed at this level are control actor-
specific	 publicity	 and	 communication	 strategies,	
sensitisation programmes and platforms (forums) 
for	the	exchange	of	ideas,	views	and	information.	
The latter may provide avenues for control actors 
to enhance their engagement with civil society 
(such	as	relevant	professional	bodies),	the	private	
sector	 and	 the	 general	 public,	 contributing	 to	
an improved society-wide under-standing of the 
roles	and	 responsibilities	of	various	control	actors,	
and of the importance of transparency and 
accountability in the stewardship of the public 
sector.

Multilateral and bilateral partners may play an 
important	supporting	role	at	each	of	these	levels,	which	
will make high-level coordination crucial in ensuring 
that	 external	 support	 is	 sufficiently	 needs-oriented,	
while	 minimising	 an	 eventual	 duplication	 of	 efforts.	
International partners have a particularly important 
role	to	play	in	the	provision	of	technical	equipment	and	
expertise	(know-how)	for	advisory	consultancy	services	
and	 training.	 These	 should	 preferably	 be	 based	 on	
the	clearly	defined	strategic	plans	of	 the	concerned	
control	actors.

Given the many opportunities offered by cooperation 
between	 external	 and	 internal	 control	 actors	 for	
strengthening the functionality of public sector 
control	 systems,	but	also	with	due	 recognition	of	 the	
complexity	 of	 the	 issues	 at	 hand,	 control	 actors	 in	
Africa and elsewhere may be well advised to develop 
and	 apply	 tools	 and	 procedures	 of	 self-assessment,	
taking all three levels of capacity development for 
enhanced cooperation between control actors into 

account.	 Such	 self-assessment	 might	 be	 based	 on	
organisational	 maturity,	 measured,	 for	 example,	 on	
a scale ranging from ad hoc cooperation (low) to 
formalised cooperation with other control actors that 
is	embedded	in	a	strategic	plan,	with	clearly	defined	
objectives and a results-oriented monitoring and 
reporting	system	(high).	The	primary	benefit	of	the	self-
assessment tool would be to improve control actors’ 
understanding of (a) where they stand now and (b) 
what they might be able to achieve if cooperation 
with other control actors is enhanced within a given 
time	frame	and	with	specific	resources.
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