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The Role of Internal Audit 
in Corporate Governance 
in Europe

^  Enhancing Internal Auditing!

The discussion about good Corporate Governance 
has been increasing globally for years. But still the 
role an efficient internal audit function can play in 
this context is not very well known. 

This book closes the gap: 
Based on a survey between all national Institutes 
of Internal Auditing in Europe this book shows you 
a widespread picture of Corporate Governance 
activities and Internal Audit in Europe:

• Specific questions regarding the current 
involvement of Internal Audit in Corporate 
Governance aspects 

• State of the art Internal Audit: position, scope 
and quality management

• Focal points for improving the role of Internal 
Audit in Corporate Governance in Europe.

This fundamental work written by the European 
Confederation of Institutes of Internal Auditing 
(ECIIA) informs you about the most important 
aspects of a modern internal audit function for 
European companies!
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1 Introduction

During the last years, the discussion about good Corporate Governance1 has 

increased globally. This can be seen as a result of several scandals and prom-

inent bankruptcies arising from non-compliance with rules and internal con-

trols all over the world, but mainly in the US and in Europe. As a conse-

quence, in some regions specific laws and regulations have been introduced 

to avoid similar cases or at least to reduce the likelihood of their occurrence. 

The most commonly known law regarding such matters is the Sarbanes Ox-

ley Act of 2002 (SOX), which defines numerous requirements for those com-

panies which are listed on the American Stock Exchanges.

After several years of experience it can be clearly stated that the necessary 

efforts for the companies which need to fulfil the requirements of SOX are 

enormous and sometimes outbalance the relation between these efforts and 

the advantages coming out of SOX. Furthermore in most of the companies 

listed in the US, the role of Internal Audit has been reduced to testing and 

documenting compliance with the SOX requirements. This means that there 

often is no capacity left to perform other audits or execute audits based on 

risk-oriented audit plans. It is an observation of many Chief Audit Executives 

of Global Player companies in Europe not listed in the US – that stakehold-

ers transfer more or less automatically the requirements of SOX as expecta-

tions to the companies that are not US-listed. That is too short-sighted, as 

the business environments throughout the world are different and the US-

solution does not fit to all regions.

What are the European needs and solutions? Which kind of Corporate Gov-

ernance activities do we have in Europe? Which role should Internal Audit 

play in that context? 

With this background, the Management Board of the European Confedera-

tion of Institutes of Internal Auditing (ECIIA) has conducted a survey on the 

status of Corporate Governance in Europe with a specific view on Internal 

Audit and – based on this survey – has drawn up this Position Paper.

The objectives of this ECIIA Position Paper are

to give an overview about the most important regulations with respect to 

Corporate Governance in the European countries

1 See definition chapter 2.1.

•
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to summarise the common understanding of an up-to-date Internal Audit 

Function2 in European companies and hence

to formulate proposals for an enhanced role of Internal Audit in the whole 

Corporate Governance discussion in Europe.

The ECIIA and its affiliates in the European countries see a current need for 

the above as the awareness about the value Internal Audit can deliver in or-

der to realise good Corporate Governance could be strengthened. There are, 

for instance, many regulations and publications defining the role of the stat-

utory auditor as well as about the increased responsibility of the members of 

the Board of management. A link to what extent a good and efficient Inter-

nal Audit Function can on the one hand support the Management and the  

Board of Directors in reaching its objectives with respect to good Corporate 

Governance and on the other hand help the statutory auditor is missing up 

to now.

This ECIIA Position Paper starts in chapter 2 with an illustration of the re-

sults of the survey, which was supported by the member institutes of the 

ECIIA. Chapter 3 summarises the most important aspects of an up-to-date 

Internal Audit Function and in Chapter 4, the ECIIA has made proposals for 

an enhanced role of Internal Audit in Corporate Governance in Europe. As 

the Position Paper aims to cover general aspects of Internal Audit in Corpo-

rate Governance, it would go beyond the scope to deal with specific indus-

tries or lines of business, e. g. companies in the financial sector and public 

institutions do have very specific regulations which need to be handled sepa-

rately.

2 Internal Audit Function is the department or in exceptional cases sometimes also an 

external organisation that is permanently in charge of providing reasonable and unbi-

ased advise and assurance with the regards to the effectiveness of risk management 

and the internal control system.

•

•
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