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Sammanfattning 
Svensk kod för bolagsstyrning (Koden) introducerades den 1 juli 2005 för att öka bo-
lagsstyrningens kvalitet. Uppsatsen behandlar hur företags internrevision har påverkats 
av införandet av Koden. Syftet är tvådelat och ämnar att: 1). Beskriva hur företags in-
ternrevisionsfunktion ser ut, samt hur den har och tros förändras efter införandet av 
Koden. 2). Förklara varför internrevisionsfunktionen skiljer sig mellan företag.  

Första syftet har genomförts med en induktiv ansats. Data har samlats in genom kvalita-
tiva intervjuer med utvalda företag som är listade på börsen, revisionsbyråer samt orga-
nisationen Internrevisorerna. Det andra syftet har genomförts med en deduktiv ansats. 
Kvantitativ data har samlats in från årsredovisningar och hemsidor. Materialet har an-
vänts tillsammans med agentteorin för att analysera varför internrevisionsfunktionen 
skiljer mellan organisationer.    

Resultaten av de kvalitativa intervjuerna visar att synen på internrevision skiljer markant. 
Detta kan förklaras dels genom att det idag inte finns några accepterade standarder för 
hur funktionen skall vara uppbyggd. Därtill innehåller Koden ingen förklaring av vad en 
internrevisionsfunktion innebär. Samtliga respondenter är överens om att Koden som 
helhet inte är revolutionerande. Detta eftersom majoriteten ser Kodens regleringar mes-
tadels som självklarheter. Men några effekter kan dock urskiljas inom internrevisionen. 
Efterfrågan på information och dokumentation har ökat, likaså intresset för intern kon-
troll och internrevision. Respondenterna upplever även att internrevisionen har aktuali-
serats och bekräftats ytterligare genom Koden. Framtidstron är att internrevisionens roll 
kommer att utvecklas vidare. Rollen förväntas bli mer konsultativ, vilket i sin tur innebä-
ra att det kommer ställas högre krav på kompetens. Vidare tros COSO bli det ramverk 
som kommer att gälla.  

Uppsatsen använde agentteorin för att analysera och förklara de stora skillnaderna mel-
lan företags internrevision. Analysen har resulterat i följande slutsatser:  

1) Ägarstrukturen påverkar agent-principal förhållandet vilken i sin tur leder till skillna-
der mellan företags internrevisionsfunktion.  

2). Företag som är verksamma i en komplex omgivning tenderar i större utsträckning att 
använda sig av internrevision, jämfört med företag som är verksamma i mindre komplex 
omgivning. Detta leder till att internrevisionen varierar mellan olika typer av branscher.   
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Abstract 
The Swedish code of corporate governance (the Code) was introduced 1 July 2005 aim-
ing to raise the quality of corporate governance. This thesis investigates how the Code 
has affected internal audit. The purpose of this study is dual and aims to 1). Describe 
the internal audit, in companies on the A-list and O-list, and how it has and is believed 
to be affected by the Code. 2). Explain why the internal audit function varies between 
companies.  

The first purpose has been carried out by using an inductive approach. The data has 
been gathered through qualitative interviews with companies, on the A and O-list, audit 
firms and the Institute of Internal Auditors. In order to fulfil the second purpose a de-
ductive approach has been used. Quantitative data has been gathered from annual re-
ports as well as homepages. The material has together with agency theory been used in 
order to analyse why the internal audit differs between firms.  

The result of the qualitative interviews shows that the perceptions of internal audit dif-
fer. This can to a certain extent be explained by that there today are no accepted stan-
dards for internal audit. Neither does the Code explain what an internal audit function 
should involve. Overall, all respondents agree that the Code is nothing new nor revolu-
tionary since the majority of the companies regard the regulations to be a matter of 
course. However, the demand of documentation and information has increased. The re-
spondents also states that the acceptance and importance of internal audit has been 
raised further. All respondents believe that the role of internal audit will develop further. 
It is expected to become more consultative wherefore the internal auditor’s competence 
must be improved. Furthermore, the opinion is that COSO will be the framework that 
companies will apply.  

The differences in internal audit practice have in this thesis also been analysed and ex-
plained by applying the agency model. The analysis has resulted in two proposals: 

Proposal 1: The ownership structure affects the agency relationship which in turn leads 
to differences in the internal audit.   

Proposal 2: Companies operating in complex business environments are more likely to 
have an internal audit function than entities in less complex businesses. Therefore, the 
existence of internal audit varies across business sectors.  
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1 Introduction 
This chapter follows a funnel approach beginning with a broad background of chosen topic. Thereafter the 
topic is being discussed more narrow in the problem statement, which leads the reader to the purpose. Fi-
nally, the originality and abbreviations aswell as definitions are provided..  

1.1 Background 

The series of business failures and corporate scandals that began with Enron in 2001 
caused a precipitous decline of investor’s confidence. In order to prevent accounting frauds 
and re-establish shareholders’ confidence legislators have tried to regulate corporate gov-
ernance, mainly by focusing on internal control. The United States became the initiator by 
introducing the Sarbanes-Oxley Act (SOX) of 2002 which significantly expanded the regu-
lations of corporate governance (Deloitte & Touch, Ernst & Young, KPMG, Pricewater-
houseCoopers, 2004). Corporate governance is about guidance and control of companies, 
dealing with in what way a company should be led in order to assure that shareholders’ 
demands concerning return on investment are being satisfied (Svernlöv, 2005). Skog (2005) 
stresses that a well developed corporate governance model is able to contribute to effi-
ciency and growth of national economy.  During the last decades a rapid development has 
taken place within the field of corporate governance. It has resulted in more or less volun-
tary codes for corporate governance in several European countries (Svernlöv, 2005).  

Aiming to raise the quality of Swedish corporate governance, the government put together 
a Code Group which was given the task to develop a Swedish code of corporate govern-
ance. However this does not mean that there has not existed any former rules or regula-
tions in Sweden. The Swedish corporate act is regulating several questions that in other 
countries have been handled as codes (The Swedish code of corporate governance, 2004). 
The Code Group’s results was presented in April 2004. After the proposal had circulated 
for consideration (SOU 2004:46),  the Swedish code of corporate governance (The Code) 
was introduced 1  July 2005. Today, companies on the A-list and O-list with a market value 
over 3 million Swedish crowns should apply the Code. In Appendix E, a list of the con-
cerned companies is provided. Companies should according to the Stockholm stock ex-
change apply the Code as soon as possible or at the latest before the shareholders’ meeting  
this year (Precht, 2006). It should also be mentioned that the Code is built upon the ‘com-
ply or explain’ principle (Lundberg & Bruun, 2005) meaning that the companies either can 
follow the regulations or explain why they do not. Consequently, it is no crime to deviate 
from the Code (The Swedish code of corporate governance, 2004).  

The Swedish Code has been presented in order to improve corporate governance, internal 
control and market confidence (Swedish Code of corporate governance, 2004). The above 
discussion of corporate governance indicates a need for monitoring and control. Internal 
audit is an example of a monitoring mechanism. Several researchers (Veysey, 2006; Nixon, 
2005; Krell, 2005; Hermanson, 2005) agree that the internal auditor function has increased 
due to the last decades rapid development within the field of corporate governance. Inter-
nal audit constitutes an important role in ensuring corporate governance (Krell, 2005). In-
ternal audit is an independent, objective assurance and consulting activity designed to add value and improve 
an organization's operations.  It helps an organization accomplish its objectives by bringing a systematic, 
disciplined approach to evaluate and improve the effectiveness of risk management, control, and governance 
processes. (IIA, 2004, p.xxix). 
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1.2 Problem Discussion 

Section 3.7, dealing with internal control and internal audit is the most discussed part of the 
Code. According to the new rules; the board is responsible for the company’s internal control, which 
has a general aim of protecting the shareholders’ investment and the company’s assets (The Swedish code 
of corporate governance, 2004, p.97). Moreover, the board shall submit an annual report 
on how financial reporting is organised and how it has functioned. This report should be 
examined by the external auditor. However, there are companies arguing that an internal 
audit function is not essential (SOU 2004:130). These companies should therefore evaluate 
if they are in need of one and motivate their standpoint in the report of internal control. 
This due to that the Code is built upon the ‘comply or explain’ principle (The Swedish code 
of corporate governance, 2004).  
 
The majority of the Code Group’s respondents supported the proposal to establish a 
Swedish code of corporate governance. However some respondents, for example Hen-
nes&Mauritz (H&M) believes that only companies with institutional ownership should fol-
low the Code and by that not companies with active private owners (SOU 2004:130). Dur-
ing the years, institutional ownership in terms of investment companies, foundations, in-
surance companies, unit trusts and pension funds have been a greater operator on the capi-
tal market both in Sweden and internationally (Collin, 2004). An increased institutional 
ownership implies that the passive owners get a relatively greater influence according to 
Nyberg (2004). Skog (2005) stresses the importance of corporate governance since institu-
tionally owners tend to not participate in the management of the company.   
 
There are no guidance to what an internal audit function should involve and there are few 
theories within the subject. Neither is there any licence of the practice as an internal audi-
tor, meaning that anyone can be employed as an internal auditor. Commonly, an internal 
auditor is a person that earlier has worked with other assignments within the organisation. 
Some has for example worked as a personnel manager or economist (IIA, 2005). The in-
ternal audit’s primary purpose is to function as a service unit that assists management 
through consulting and performing audits that are objective and independent. It has been 
discussed if the internal auditor can sustain their independence and objectivity when be-
coming more involved in the organisation (The Institute of Chartered Accountants, 2005). 
However, the purpose of the internal auditor depends on the structure of the organisation 
(FAR, 2006) and senior management (Sawyer & Dittenhofer, 1996). If internal auditors are 
not independent and objective, they are of little value to those who demand the service. 
(Fadzil et.al 2005).  Hence, internal audit is a part of the organisation and irrespectively of 
how independent and objective the internal audit is, it will not be able to reach the same 
extent of independence as an external auditor (FAR, 2006). To achieve independence and 
objectivity the chief of audit executive (CAE) should report to a level within the organisa-
tion that makes it possible for the internal audit function to accomplish its responsibility 
(IIA, 2004). 

There is an ongoing debate about what an internal audit function should consist of. Fur-
thermore issues such as level of competence, purpose, independence and objectivity are 
discussed. This confusion has resulted in that companies and auditors are in  need of more 
details concerning section 3.7, of what the rules about internal control and internal audit 
implies (Precht, 2006). The desire of additional guidance has been discussed by the Code 
Group. However, they have intentionally kept the regulations brief. The motivation is that 
internal control and internal audit are areas where practice needs to develop and resources 
need to be earmarked (The Code, 2004). Since it lacks guidance to the Code, in this early 
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stage, problems arise concerning the role, responsibility and purpose of the internal audit 
function.  

1.3 Purpose 

The purpose of this thesis is dual and aims to: 

1). Describe the internal audit, in chosen companies on the A-list and O-list, and how it has 
and is believed to be affected by the Code. 

2). Explain why the internal audit function varies between the investigated companies.  

1.4 Value and Originality of the Study 

Research on the effects of the Code has not yet been done since the implementation is still 
in an early stage. Problems arise since the Code lacks a definition of what an internal audit 
function involves. Neither are there many studies done on the formation of the internal 
audit function and therefore companies have made own interpretations. This results in ma-
jor differences in the view of an internal audit function and it is therefore important to see 
how practice within the field of internal audit is evolving. The study will provide value for 
the internal audit practitioners. In order to find out how the role has changed it will con-
tribute to clearness for the internal audit profession. This study will also give insight to 
what the Code actually means for the internal audit function. Both companies and auditors 
will benefit from the evidence demonstrated in the thesis by learning how companies have 
responded to the Code at this stage.  
 
The study will further give explainations of  why the internal audit function differs between 
organisations. In order to explain the formation and existence or non-existence the agency 
theory will be used. Agency theory has in auditing foremost been used to explain the exter-
nal audits’ role while application on internal audit has been rare (Adams, 1994). Therefore 
this thesis will provide a richer and more meaningful contribution to the internal audit dis-
cipline.   

1.5 Abbreviations and Definitions 

Audit committee:     A committee that assists the board of directors in matters involving 
fi nancial statements and control over financial operations. It is of-
ten used to strengthen the position of management by providing as-
surance of management’s financial policies and operations (Sawyer 
& Dittenhofer, 1996). 

CAE:              Chief of audit executive 

CEO:               Chief executive officer 

CFO:              Chief financial officer 

Controller:              The corporate officer responsible for the firms’ accounting activities 

COSO :  The Committee of Sponsoring Organizations of the Treadway    
Commission. The organisation developed in 1992 a report on inter-
nal control. This report, often referred to as ‘COSO’, is today a well 
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established model for creating internal control system and determin-
ing their effectiveness in companies. (Applegate & Wills, 1999).  

FAR :            Föreningen för Auktoriserade och Godkända Revisorer 

IIA:            The Institute of Internal Auditors 

Internal Audit:       Internal audit is an independent, objective assurance and consulting ac 
tivity designed to add value and improve an organization's opera-
tions.  It helps an organization accomplish its objectives by bringing a 
systematic, disciplined approach to evaluate and improve the effec-
tiveness of risk management, control, and governance processes. (IIA, 
2005). 

Internal Control:  A process which the management has designed and implemented in  
order to diminish risks and accomplish goals (IIA, 2005a). 

SOX:    The Sarbanese Oxley-Act 

The Code:  The Swedish code of corporate governance 
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1.6 Outline of the Study 

This section explains the logic behind the thesis’ structure and gives the reader an overview 
of the chapters’ content.  

 

The first chapter gives the reader guidance into the topic of interest, 
namely internal audit. In the background important information is 
given in order to facilitate further reading. The problem is presented fol-
lowed by the purpose. Also the value of the study and abbreviations as 
well as definitions are provided.  

 

The second chapter consists of methodological approaches and method. 
The chapter has intentionally been placed before the theoretical frame-
work since we did not start the research by having any theory as the first 
purpose is of an inductive nature.  

 

In the third chapter the theoretical framework is given. The framework 
may appear thin however it is only the theory used in order to fulfill our 
second purpose. The first purpose is inductive and will therefore not be 
based on any theory. 

 

The fourth chapter consists of the empirical findings that the interviews 
have resulted in. Firstly, the examined companies are presented and 
thereafter the interviews with external auditors and IIA are reviewed.   

 

 

The analysis constitutes the fifth chapter. Its structure follows the pur-
pose. Firstly, an analysis is made on internal audit in the examined 
companies and how the internal audit has been and believes to be af-
fected by the Code. Secondly, the agency theory is used in order to ex-
plain the existence and extension of internal audit.  

 

The final chapter presents the conclusion. The thesis ends with further 
studies. 
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2 Methodological Approaches and Method 
The chapter presents the chosen methodology. However, literature suggests that it is almost impossible to 
come to a certain conclusion in this matter and therefore it was more important for the authors to gain an 
understanding of prior attitudes in the research. The chapter continues with the chosen method and concludes 
with an explanation of how the results were analysed.   

2.1 Philosophy of Science 

When conducting a scientific research, it is important that the researchers try to see the re-
lationship between the chosen method and philosophy of science. It is therefore not said 
that it is not a must to reach a conclusion, however it is important for the researchers to be 
aware of the philosophy of science when understanding and interpreting the results (Gus-
tavsson, 1998). Furthermore, it may also be important for researchers not to neglect the ex-
istence of their own prior understandings that may have impact on the research (Johnson 
& Duberley 2000).  

There are two main views in philosophy of science: positivist and hermeneutic view. The 
authors of this thesis are leaning more towards a hermeneutic view, since they believe that 
it is inappropriate to follow a strict natural-scientific method when collecting and interpret-
ing data. In contra dictionary, the positivist view is to study observable human behaviour or 
tries to uncover general laws or causality which is common in quantitative research. How-
ever, we are not interested in describing phenomena but instead in describing the experi-
ences of the phenomena (Welman & Kruger, 2001). Furthermore, the positivists often 
study their research object bit by bit, whereas the hermeneutics study the object as a whole 
(Patel & Davidson, 1994) which is what we are aiming. Kvale (1997) suggests that the pur-
pose of using a hermeneutic process of interpretation is to gain a valid understanding for 
the research. Furthermore he claims that an important principle for the hermeneutic inter-
pretation is the so called hermeneutic circle. This means that we will try to interpret the dif-
ferent parts of the research and then relate them to a whole in order to gain a deeper un-
derstanding. Every new interpretation of a text will lead to a contribution to peoples’ 
knowledge and may also lead to new theories or proposals (Kvale, 1997). 

Smith (2003) argues that the most outstanding approach in accounting literature is the posi-
tivist approach. However, there is an increase in the acceptance of using hermeneutic ap-
proaches mainly because of the numerous variables that is uncontrolled, such as human 
elements that also are increasing (Smith, 2003). This thesis is an example of previous since 
it will deal with different variables such as human views, thoughts and responses towards 
the Code and internal audit. Furthermore, we believe that our prior knowledge in internal 
audit and our research for applicable theory will not have a negative effect in order to be 
able to interpret and understand the results of our investigation (Patel & Davidson, 1994). 
Therefore this thesis will be more dominated by the hermeneutic characteristics.  

2.2 Research Approach 

Two of the most outstanding research approaches are inductive and deductive processes. 
The induction process is when the researchers observe facts and reach a generalisation 
based on those facts. That is, to find patterns in research that is applicable to a theory and 
may then proceed with further testing for confirmation of the research which is according 
to the layout of this thesis. Deduction on the other hand, is the process where the re-
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searchers reach a conclusion by having generalised a prior known fact (Sekaran, 2000). In 
other words, deduction starts with theory and proceeds with producing predictions. A de-
ductive approach is characteristic by making conclusions from theory. The authors have 
chosen to use a combination of inductive and deductive research approach since the pur-
pose of the thesis is dual. We begun with a more descriptive view in order to fulfil the first 
purpose and thereafter we proceeded by using the agency theory to answer the second 
purpose. Consequeltly, both inductive and deductive approaches will be used (Patel & 
Davidson, 1994).  

2.3 Choice of Method 

The choice of method will be based on taking human relationships into account and there-
fore some of the inductive approach will be used as a variation of the traditional model. 
Another fact that needs to be considered is that the deductive approach is commonly used 
in highly structured environments by using quantitative or statistical methods since they of-
fer a greater possibility for the implementation (Smith, 2003). The method for data collec-
tion should be chosen by having the purpose of the research in mind. This is important in 
order to be able to choose the most suitable method in order to fulfil this thesis purposes. 
There are two different methods that can be chosen separately or combined: qualitative or 
quantitative method (Darlington & Scott, 2002). 

The focus of qualitative research is not on numbers but on words and observations; stories, 
visual portrayals, meaningful characterisations, interpretations, and other descriptions. Any 
source of information that allows to be informally investigated to clarify which qualities or 
characteristics that is associated with an object, situation or issue. Alternately, the purpose 
of quantitative research is to determine the quantity or extent of some phenomenon in the 
form of numbers and is often used to test hypothesis (Zikmund, 2000). The results are 
measured mostly in numbers and are easier to interpret than the qualitative method meas-
ured in words (Ryen, 2004). Qualitative research can help to generate hypothesis which im-
plies that deductive research is associated with quantitative whereas inductive research can 
be associated with qualitative research (Lindolf, 1995). The qualitative method is often used 
to gain a deeper and broader understanding of the subject. Therefore the qualitative study 
can be more descriptive and will fit the thesis first purpose. This means that we will make 
descriptions of the formation of internal audit as it is today and by that gain a deeper un-
derstanding to be able to analyse further (Patel & Davidson, 1994). Another reason for us-
ing qualitative method instead of quantitative is that the central in the investigation assumes 
to be more than only some parts of the text, but rather the text in its whole context and it 
will be gained more by having quality rather than quantity (Esiasson et.al. 2004). 

Welman and Kruger (2001) argue that new areas of investigation may lack perfectly appli-
cable theories and therefore the results of the study might end in different proposals or hy-
pothesis as a conclusion to be tested in further studies. In this study, this becomes obvious, 
since there is no perfectly applicable theory for internal auditing. Hence, the quantitative 
method will be used to fulfil the second purpose of the thesis by applying agency theory.  

To sum up, we will use qualitative method to fulfil the first purpose and quantitative 
method in order to fulfil the second purpose.  
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2.4 Method for Data Collection 

2.4.1 Literature Study 

Accounting researchers have been called ‘parasites’ since they have very little theory of 
their own. Instead they rely on other sources like economic, finance, sociology or organisa-
tional behaviour (Smith, 2003, p.1). The authors of this thesis struggled to find theories 
that could be applied on the field of internal audit, however, without any satisfying results. 
Looking broader, theories within the field of economics and organisational behaviour were 
found to be of interest. Agency theory was found in the context of internal audit but to a 
minor extent. Based on this the authors decided to apply the theory on the internal audit 
aiming to make a broader contribution to the internal audit discipline.  

When entering research situations it is important to have some background of the field of 
interest; so called ‘technical literature’ (Strauss & Corbin, 1998). Accounting and auditing is 
a field where a lot of research beforehand is needed in order to understand the profession. 
The background information was gathered mainly from course books, IIA:s professional 
framework and Sawyer’s internal auditing, which is seen as the ‘holy bible’ within the inter-
nal audit profession according to Eklund (2006), journals (Balans) and mainly through the 
data bases: ABI/Inform Global, Emerald and FAR Komplett. The words that were used 
when searching for information in the databases were; internal audit, Swedish code of cor-
porate governance and internal audit, the new role of internal audit, SOX, internal audit 
and theory, agency theory.  

2.4.2 Data Collection 

To be able to generate possible hypothesis or predictions in such cases that theories are not 
perfectly applicable interviews are suggested to be used as research method. That is because 
of the likelihood of being able to talk to experts within the research subject in order to find 
a solution (Welman & Kruger, 2001). We therefore decided to interview people in the in-
ternal audit profession with a lot of experience in the subject like audit firms and the IIA. 
The conversations will increase our understanding and gain respondents’ thoughts as well 
as stories.  

Our aim is to detect what is happening rather than something already determined. There-
fore the qualitative interview was our first choice. However, the qualitative interview is 
non-standardized and starts with the assumptions that we do not know what questions that 
is important or valuable. This is not in accordance with our research since we have decided 
to use standards (IIA) and recommendations (FAR) as a base for the interview questions. 
Therefore we have decided to make use of semi-structured interviews. These interviews al-
low us to use our prior understandings during interviews. This could imply that we are 
moving more towards a quantitative method, however, the qualitative research will still be 
dominant since the semi-structured interviews are defined as a qualitative method.  

The semi-structure allows a series of questions to be asked, but in no fixed order. Addi-
tional questions may also be asked, as the authors see fit, to examine associated issues that 
arise in the course of the interview (Sekaran, 2000). We were able to do semi-structured in-
terviews with almost all respondents. Most of the interviews were performed by personal 
interviews. However, some of the respondents were not able to participate due to time lim-
its, but offered to answer questions by telephone or e-mail. 
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For the second purpose of this thesis we needed to find additional information about the 
companies. This information was easily found in each company’s annual reports and on 
their homepage.  

2.4.2.1 Telephone-, Personal Interviews and Mail Surveys 

The advantage of having telephone interviews is that the respondents can be reached 
within a short period of time and that the geographical issue will be of less importance. It is 
also less expensive. By being able to do telephone interviews we managed to interview re-
spondents that otherwise would not have had the time to meet us. Another advantage is 
that the respondents might feel less uncomfortable when revealing personal information 
and opinions over the phone. The drawback is however that the interviewer will not be 
able to read the respondents nonverbal communication (Sekaran, 2000), since these inter-
views are rather impersonal (Zikmund, 2000). Another disadvantage is that the length of 
the interviews was limited but the quality of data obtained by telephone can be comparable 
to the ones collected in personal interviews. Thirty minutes is suggested to be the maxi-
mum of time most respondents will spend in telephone interviews, unless they are highly 
interested in the subject of matter (Zikmund, 2000). The time of the interviews with re-
spondents varied since we both used telephone- and personal interviews. The telephone in-
terviews were no longer that thirty minutes as suggested by Zikmund (2000) and the per-
sonal interviews varied from thirty to forty minutes.  

When collecting data from personal interviews the main advantage is the flexibility and 
adaptability. The interviewers are in complete control of the interview situation and are also 
able to record it (Welman & Kruger, 2001). Another advantage is that the researcher can 
adapt the questions as necessary, clarify doubts, and ensure that the responses are properly 
understood, by repeating or rephrasing the questions. The researcher can also pick up non-
verbal communication such as discomfort, stress or other body languages. This is obviously 
impossible to detect in a telephone interview. The main disadvantage is the geographical 
limitations. Another downside is that the interviewer might feel uncomfortable about the 
anonymity of their responses when they interact face to face with the interviewer (Sekaran, 
2000). 

It is important to think of how the questions are phrased in an interview to minimise con-
fusions or misunderstandings. It is also important to be aware of people’s different inter-
pretation of words and therefore be as clear as possible. The researcher should behave con-
sistently over time and thereby not behave more or less sympathetic or aggressive in their 
attitudes towards their respondents.  This can otherwise result in biased results or other re-
sponses being misinterpreted (Smith, 2003). Smith (2003) argues that the confidentiality 
and anonymity of responses should be emphasised. Therefore the authors asked every re-
spondent if we were able to use their title and company name in the thesis. All of our re-
spondents agreed to this. 

Mail surveys were sent out to respondents that neither had time or possibility to meet for 
an interview. The respondents were contacted on beforehand to make sure that we were to 
get answers from those respondents. According to Smith (2003) surveys by mail have seri-
ous weaknesses and are not reliable as instruments. However, he also argues that it depends 
much on different respondents that are being targeted. Mail survey’s can be successful if 
the target is a specific grouping, such as professional groupings (Smith, 2003). By making 
research by mail it is easy to request information on a variety of questions both within and 
outside an organisation. It is also the primary business communication these days and is 
very inexpensive to use (Sekaran, 2000).  
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2.4.2.2 Respondents 

Below is a presentation of the selected respondents. 

Company            Name                          Title                       Communication 

Atlas Copco AB 

 

Anders Björkdahl Group Controller 27/4-2006           
Telephone  

Föreningssparbanken 
AB 

Märta Eklund Certified internal 
auditor 

26/4- 2006 

Personal 

Hennes & Mauritz AB Liv Asarnoj  In charge of the in-
formation 

12/5-2006 

Mail 

TeliaSonera AB Mikael Svensson Chief internal audi-
tor 

28/4- 2006 

Personal 

KPMG Gunilla Werner 
Carlsson 

Certified internal 
auditor and certi-
fied public ac-
countant 

26/4- 2006 

Personal 

Öhrlings Pricewaterho-
useCoopers 

Cecilia Nilsson Senior Manager 
and Certified inter-
nal auditor 

12/5-2006 

Telephone 

IIA-Sweden Klas Schöldström Secretary-General 28/4- 2006 

Personal 

Table 1. Respondents 

2.4.3 Interview Guide 

An interview guide is a good way to get fairly structured interviews and it is recommended 
for semi-structured interviews. The guide should be more or less thought through and con-
trolled beforehand. It contains different subjects that the interviewer is interested of 
(Humphrey, 2004) and should be specified only in what we are hoping to analyze. Fur-
thermore we developed different interview guides adjusted to the different respondents, 
since all of them are not in the same organisation (Widerberg, 2002). These guides are pre-
sented in the Appendix and the questions are made in accordance to the semi-structured 
interviews partly based on FAR’s guidelines explained below.  

According to FAR there are four criteria’s of importance for the external auditor to create 
an understanding for the organisation and a preliminary judgement of the internal audit 
function. We decided to use these criteria’s when developing our interview guides. The fol-
lowing criteria’s are:   

• Organisational structure 

• The internal audit function’s extent and concentration 
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• Competence of the internal audit function 

• Professional care and documentation 

(FAR, 2006) 

2.4.4 Method for Analysing Data 

The purpose with the analysis is in its qualitative distinction to describe how something is 
or how it is believed to be. Therefore, this investigation is more known to be of a more de-
scriptive nature and the analysis will therefore be more focused on how or what instead of 
why. The qualitative analysis did also, since the Code is a rather unexplored area, lead to the 
second purpose of the thesis which will be answered by a quantitative analysis. That leads 
to interesting questions which can be answered by further quantitative studies and analysis 
(Starrin, 1994).   
 
The authors have decided to use a so called inductive thematic (Hayes, 2000). This since we 
did not start with an existing theory or hypothesis and therefore this type of analysis fits 
our investigation. The understanding of problems that may arise during an interview is dif-
ficult to know in advance and the researcher might not be aware of them until after the in-
terview. To analyse every interview in detail therefore becomes important in order to detect 
the problems and avoid biased results. This will help the interviewer to increase conscious-
ness if having misinterpreted the thoughts behind the answers (Svensson & Starrin, 1996). 
The interviews were therefore recorded and at the same time we wrote down important is-
sues mentioned by the respondents (Ryen, 2004). Thereafter the interviews were compiled 
separately, independent of each other and examined several times before trying to reveal 
common similarities or differences (Hayes, 2000). In addition according to Kvale (1997) 
the gathered material needs to be written in a form that can be interpreted and related to 
the purpose in the research. This led to finding patterns and themes in order to find com-
parisons (Kvale, 1997). Moreover from the measurements of the qualitative analysis the 
companies were separated once more and thereafter compared with each other, in order to 
find different distinctions. The distinctions were analysed with the use of agency theory 
which can enable to contribute to either new theories or proposals. This more quantitative 
part of the analysis makes it possible for us to fulfil the second purpose of the thesis (Patel 
& Davidson, 1994).  

2.4.5 Trustworthiness of the Thesis 

In order for the interviews to become more trustworthy both researchers attended the in-
terviews and wrote down important issues. Furthermore, the interview guides were sent out 
in advance to the respondents. This gave the opportunity for the respondents to ask ques-
tions if there was something unclear. Moreover, it gave them time to prepare and think 
through possible answers to the questions. Every interview was recorded and since Zik-
mund (2000) suggests that opportunity for feedback clarifies the questions considerably we 
also sent a summary of the interviews to each respondent making sure that everything was 
according to what they have stated. Though mail surveys are not always suggested as ap-
propriate investigation tools, we still believe that the knowledge provides more trustwor-
thiness and should not be lost because of difficulties to get hold of the specific respondent 
(Smith, 2003). 

The drawback of this investigation is that it only contains four companies. It might be dif-
ficult to make a generalisation of these four, however, the companies on the A-list, which 
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we have selected companies from are not easy to get hold of.  Another drawback is that the 
implementation of the Code is still at an early stage which makes it difficult to see any ma-
jor effects. However, the authors believe that it is important for other companies and for 
the internal audit profession to see what the Code has contributed to even at this stage and 
what the prospects are for the future. 
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3 Theoretical Framework 
The second chapter begins with agency theory which will be the red thread throughout the theoretical frame-
work. The basic assumptions of the model will first be presented and  followed by a narrowed focus of agency 
relations connected to internal audit.  

3.1 Agency Theory 

An organisation can be thought of as a ‘nexus of contracts’ and therefore it consists of sev-
eral agency relationships (Fama & Jensen, 1983, p. 321). Jensen and Meckling define agency 
relationship as a contract under which one or more persons (the principal(s)) engage another person (the 
agent) to perform some service on their behalf which involves delegating some decision making authority to 
the agent. (Jensen & Meckling, 1976, p.310). The relationship between a firm’s stockholders 
and managers is an example that fits the definition of a pure agency relationship. 

Agency theory has its roots in information economics, from where the basic assumption 
that the parties involved are rational and utility maximizers derives (Artsberg, 2003). When 
assuming that both parties are utility maximizers it is not likely that the agent always will act 
in the best interests of the principal (Jensen & Meckling, 1976). Consequently, conflicts will 
arise in situations when goal congruity does not exist (Begström & Samuelsson, 1997). 
Agency theory deals with these conflicts. There are in particular two problems that can 
arise from an agency relationship and which agency theory tries to solve (Eisenhardt, 1989). 

1. The first problem arises when the principal and agent have different desires or 
objectives that are in conflict with each other and moreover when it is difficult or 
expensive for the principal to verify the agent’s effort. The problem is that the 
principal is unable to verify if the agent has performed a task correctly.  

2. The second problem deals with how the contractual risk should be divided when 
the principal and agent have different attitudes towards risks. In this case the 
problem is that the principal and agent prefer different alternatives of actions due 
to diverse preferences of risks. 

(Eisenhardt, 1989)  

The heart of accounting is the relationship of responsibility, meaning that one party is un-
der the obligation to render account for another party. This relationship arises through 
contracts or nowadays more often through laws (Jönsson, 1985). In research within man-
agement accounting, agency theory is used when discussing contractual relationships be-
tween members of the firm. The superior are seen as the principal while the subordinate is 
the agent to whom the principal delegates responsibility. Employment contracts constitute 
the base for the agent’s and principal’s responsibilities. Hence, both parties are assumed to 
be rational economical persons motivated only by self-interest. The principal assumes to 
seek an employment contract maximising his/her utilities and retain the agent by securing 
that he/she acts most advantageous (Scapens, 1991).  

3.1.1 Ownership 

Researches (Means, 1932; Jensen & Meckling, 1976) have challenged the traditional view, 
which implies that the share ownership has no influence on the value of the firm. Instead it 
has been proposed that corporate value is a function of how shares are allocated to insiders 
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and outsiders (Navissi & Naiker, 2006). Jensen (1993) states that if the management and 
board of directors have a high share ownership it will improve corporate value. This is ex-
plained by a reduction of misalignment between the principal and agent (Navissi & Naiker, 
2006). Moreover, Navissi & Naiker’s (2006) research provides evidence of a correlation be-
tween corporate value and share ownership. The study suggests that the firm’s ownership 
structure is an important factor in the corporate governance process. Active institutional 
investors with up to 30 % tend to improve the value of the firm. Furthermore, also share-
holdings by insiders of up to 30% increase firm value (Navissi et al. 2006). 
 
Research has shown that separation of ownership and control are closely associated with 
agency problems. (Jensen & Meckling, 1976; Fama & Jensen, 1983) A separation of owner-
ship and control increases the risk that directors of the firm will diminish the recourses en-
trusted to them rather than raising shareholder’s wealth. Corporate governance regulations 
in terms of accountability mechanisms such as financial reporting, internal control and au-
dit are used in order to manage the risks (Spira & Page, 2002).  

3.1.2 Information Asymmetry 

Information asymmetry arises within a relationship if the principal lacks knowledge about 
the assignment. In this case the agent can easily deceive the principal (Nyman, Nilsson & 
Rapp, 2005). Different motivations and information asymmetries might lead to concerns 
about reliability of information, which will influence the level of trust that principals will 
have in their agents. The agency model assumes no agents to be trustworthy. If a possibility 
occurs for an agent to make himself better off at the expense of a principal, he will most 
likely take the opportunity (The Institute of Chartered Accountants, 2005). 

If the agents have self-seeking motives it is expected that they will take the opportunity to 
act against the interest of the principal. Scapens (1985) refers to this dilemma as the ‘moral 
hazard’ problem. It occurs when the agent has the ability to shirk as a consequence of the 
principal’s inability to directly observe the agent’s effort (Scapens, 1991). The degree of un-
trustworthiness or moral hazard dilemma is consequently a key factor in determining the 
extent of monitoring and controlling mechanisms that should be put into practice. Fur-
thermore, there is also a possibility that management will employ external experts instead 
of having to trust or control internal (The Institute of Chartered Accountants, 2005). 
Hence, even if the principal has the ability to directly observe the agent, efforts problems 
may occur. Assuming that the principal does not have access to all information that the 
agent has at the time of a decision it enables the agent to act favourable. The stated prob-
lem is referred to as adverse selection. Moral hazard and adverse selection are both a result 
of that the agent and principal possess different amount of information, thus information 
asymmetry occurs (Scapens, 1991).  

3.1.3 Controlling the Agent 

Generally it is almost impossible for the principal to ensure that the agent will make opti-
mal decisions from the principal’s point of view without resulting in any expenses. In order 
to reduce the information asymmetry between the principal and agent, monitoring and 
bonding activities are used. Auditing, formal control systems, incentive compensation sys-
tems and budget restrictions exemplify methods that are used. The monitoring and bond-
ing costs that will be incurred by both parties are known as agency costs (Jensen & Meck-
ling 1976). Firms are dependent on that lawyers, accountants and consultants have high 
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competence, or otherwise their incompetence can cause great damage to the firm. Certifica-
tions are one guarantee of quality for the client (Fama & Jensen, 1983).  
 
Nyman, Nilsson and Rapp (2005) propose two ways for a principal to control an agent. 
Firstly by implementing an information system aiming to control the agent and secondly, 
through creating a result-oriented agreement with the agent. Making the agent’s compensa-
tion dependent upon achieved results is one example of such agreement. Hence, men-
tioned contracts might result in extremely high costs for the principal (Nyman et al. 2005). 
Because the unit of analysis is the contract that governs the relationship between the prin-
cipal and the agent, Eisenhardt (1989) concludes that the focus of the agency theory is to 
determine the most optimal contract governing the relationship. The determination should 
emanate from basic assumptions about individuals (self interest, bounded rationality, risk 
aversion), organisations (goal conflict among members), and information (information is a 
costly commodity which can be purchased) (Eisenhardt, 1989). The principal will create a 
contract which the agent undertakes. The relationship between the two parties become 
critical when contracts are not specified enough or if the contract forces the agent to act 
inappropriate. Regulators are therefore struggling to define effective contracts and rules. 
An attempt for such regulation is SOX of 2002, which purpose has been to increase accu-
racy and reliability of corporate financial disclosures. Another approach aimed for the prin-
cipal in order to control the agent is to provide the agent with partial ownership in the or-
ganisation by for example stocks or options (Tourigny et al., 2003). Munter and Kren 
(1995) suggest that contracts and rules would not be needed if the principal manages to in-
crease the motivation amongst the agents. Hence, if the principal was able to monitor the 
agent perfectly there would be a possibility of implementing compensation systems instead 
of contracts (Munter & Kren, 1995).  
 
The risks undertaken by agents are often limited by the contractual structure of the coop-
eration. This is accomplished by specifying fixed promised payoffs or incentive payoffs 
connected to defined measures of performance.  It is the people who has entitled contract 
for the right to net cash flow that bear the residual risk; the so called residual claimants or 
residual risk bearers. Residual risk constitutes the difference between inflows of resources 
and agreed payment to agents (Fama & Jensen, 1983). Fama (1980) reach the conclusion 
that the organisational forms that survives principally can be explained by possessing com-
parative advantages of characteristics of residual claims in controlling the agency problems 
of an activity. Fama and Jensen (1983) argues that small organisations that are non-complex 
do not have a demand for specialized agents, instead the organisation is managed with one 
or few agents with concentrated relevant information. Therefore residual claims are re-
stricted in this type of organisation since the risk of large cash-flow is generally small than 
in large organisation. Consequently, a small organisation can more efficiently control their 
agency costs. Furthermore large organisations are more complex and have, independently 
of what industry it is, a significantly larger risk in the separation from management and 
control. Therefore they are commonly in need of ratification and monitoring. In large or-
ganisations it is also more beneficial to have mechanisms to separate management and con-
trol of its decisions (Fama & Jensen, 1983).  

3.1.4 Internal Auditing 

There are few theories that have been applied to research within the internal audit disci-
pline. Agency theory has been used in studies aiming to examine the role of the external 
auditor in society for a long time. However, the agency theory has not until recently been 
applied on internal auditing. Adams (1994) has examined how agency theory can help to 
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examine for example role and responsibilities of the internal audit function. The principal-
agent relationship can help to explain the nature of the internal audit function and particu-
lar approaches adopted by internal auditors in their work. 
 

3.1.4.1 Internal Audit as a Monitor 

In order to minimize the risk; that the agents do not perform in the interests of the princi-
pal, the principals will acquire monitoring costs for example external audits. Agents, on the 
other hand will incur bonding costs like an internal audit function. This in order to show 
the owners (principals) that they act in accordance with their obligations and are responsi-
ble (Adams, 1994). Adams argues further that an internal audit function can help managers 
to secure their organisational position as well as the salary level. By this statement Adams 
reaches the conclusion that it is in the interest of agents to have monitors, to mitigate the 
risk of principals cutting down their compensations. Nevertheless, Adams also stresses that 
the principal/owners can demand internal audit to secure their economical interests. The 
monitoring role of the internal audit can also be used to coach employees on how they can 
help to ensure that the system of control is strong, thus making the organisation more resil-
ient against fraud (Palmer, 2005). The figure below illustrates the discussion above about 
how the internal audit can be a monitor between the agent and the principal.  

                          

Figure: 3.1. Internal audit function as a monitor between the principal and agent 

3.1.4.2 Internal Audit as an Agent 

There is also another way of applying the agency relationship on internal audit. The internal 
audit can act as an agent towards the principal (the management/the board). When looking 
at internal audit as an agent similar concerns in terms of trust and confidence as the direc-
tor-shareholder relationship appear and the question who audits the auditor arises (The In-
stitute of Chartered Accountants, 2005).  

 

 

Figure 3.2 Agency relationship 

Making use of the agency theory the board of an organisation can be seen as the principal 
and the management as the agent. The internal auditor should in this case be viewed as 
trusted and independent. Furthermore, it means that the auditor serves as an extension of 
the board, in the sense that he/she is representing the board’s interests and reviewing the 
actions of management in carrying out the board’s directions. In this context it becomes 

Principal Agent  
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clear that the internal auditor may face a conflict when requested by the agent (the man-
agement) to provide consulting services on monitored activities. Therefore theory suggests 
that the relationship between the management and the internal auditor is violated and the 
auditors objectivity and effectiveness declines (McCall, 2002). 
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4 Empirical Findings 
This chapter will present the findings from our interviews beginning with the chosen companies and will fur-
ther present the findings from both external auditors and the Institute of Internal Auditors. Each para-
graph will start with brief summaries of the organisations leading to answers from the authors interviews. If 
no other source is stated the findings will be from the interviews with each respondent. 

4.1 Compilation of Selected Companies 

In order to facilitate further reading an information summary of the investigated companies 
is provided below.  The information is derived from, interviews, annual reports and home-
pages.  

 Atlas Copco  Föreningssparbanken  Hennes & 
Mauritz 

TeliaSonera 

Internal audit Yes 

Since 1990 

Yes 

Before 1979 

No Yes 

Since the 80’s 

Size of internal audit 
(employees) 

2-3 37 - 14 

Internal auditor No Yes - Yes 

Organisational posi-
tion 

Subordinated 
the CEO 

Subordinated the board - Subordinated the 
CEO 

Audit Committee Yes Yes Yes Yes 

Bonus system for top 
management 

Yes Yes Yes Yes 

Share ownership Mainly institu-
tional 

Mainly institutional Mainly priva-
te 

Mainly governmen-
tal 

COSO No Yes - Yes 

Level of risk in the 
business sector 

Relatively low 

Industry 

High 

Financial  

Relatively 
low 

Retailing 

High 

Telecommunication 

Table: 2 Compilation of seleted companies 

4.2 Föreningssparbanken 

Föreningssparbanken (Fsb) is a bank mainly operating within the Nordic-Baltic region. 
Due to the fact that the bank is active on the financial market it will be under the Swedish 
Financial Supervisory Authority’s inspection and are by that required to follow their rec-
ommendations. Organisations under supervision should for example have an internal audit 
function. The bank’s internal audit task, mentioned in the annual report, is to audit and 
evaluate the internal control. It is also stated that the chief of internal audit will frequently 
report to the; board of directors, audit committee, CEO and external auditors (Annual re-
port, 2005). 
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Figure 4.1 The organisational position of internal audit 

Märta Eklund (internal auditor) has been employed at Fsb’s internal audit department since 
1979. Currently the bank’s internal audit function consists of 37 internal auditors which ei-
ther are certified internal auditors (CIA), certified information systems auditors (CISA) or 
participating in a program for CIA-certification or an internal equivalence of the certifica-
tion. Eklund believes that the certifications are important complements in order to raise the 
competence of the auditors. She points out that the majority of the certifications were car-
ried out in the years of 2000-2003 and are therefore not a consequence of the Code. Never-
theless, she gives evidence for an increased demand of certifications since a few certified 
internal auditors have left the bank for other companies. Eklund informs that the internal 
audit is directly subordinated the board and by that independent and objective in relation to 
the audited. Internal audit only receive instructions from the board. Regarding the auditor’s 
responsibility it is primary to the management but they also need to satisfy all other stake-
holders. She says that the auditors are missionaries and can be seen as agents towards man-
agement. The board secure that the internal auditor’s perform their tasks correct through 
controls and guarantees of quality, partly with help from the external auditors. Eklund clari-
fies further that the certifications also involves standards that needs to be followed. More-
over she argues that there is no possibility for the board to be able to hide anything since it 
would most likely be revealed. The board is both examined by external auditors and one 
auditor chosen by the Swedish Financial Supervisory Authority.  

Eklund claims that the Code is not something new and revolutionary since she believes 
that the regulations should be natural in any well-arranged company. Moreover, her opin-
ion is that the internal audit has not been affected to a great extent but only received addi-
tional acknowledgement of its importance. 

The Code has not conveyed more, nor removed anything but reinforced what we already have. It has con-
firmed and strengthened. For example, we have continually asked for documentation and have now got a re-

ceipt stating that what we have done is accurate”1 

                                                 

1 Koden har inte tillfört mera, den har inte fråntagit någonting men förstärkt det som vi redan har. Den be-
kräftar och förstärker. Vi har tjatat om dokumentation och nu kommer kvittot på att det vi har bedrivit tidiga-
re är rätt väg . 
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Eklund finds the Code as additional evidence of the internal audit’s significance. Compa-
nies are from now on required to state a good explanation for not having an internal audit 
function. An acceptable explanation could according to Eklund be for example if the cost 
of controls exceeds the benefits. A concentrated private ownership might also be a motive. 
The Code has furthermore resulted in additional and improved documentation due to the 
obligation to report about the company’s internal control. Documentation is also becoming 
ever more important this year since the external auditor now for the first time will examine 
and give a statement the report of internal control. Beyond mentioned Fsb has not experi-
enced any increased demand of internal audit explained by a constant high demand.  

Märta Eklund claims that the role as an internal audit has become more consultative and 
most likely will increase in the future. However, she is convinced that it is not a result of 
the Code. It is more an effect of the company’s acceptance of internal audit and its compe-
tence. Eklund emphasises several times the importance of having accurate up-to-date 
knowledge of both auditing in general and internal auditing of banking and financing. One 
must also be aware of the independence and objectivity when acting as a consultant. Ek-
lund explains that it demands clearness from the auditor and experience in order to know 
where to draw the line.   

4.3 Atlas Copco 

Atlas Copco is a global industrial group of companies headquartered in Stockholm. Inves-
tor represents 21.8 per cent of the votes and is thereby the major owner. Residual share is 
mainly held by institutional owners like Nordea fonder and Handelsbanken fonder. The 
percentage of shareholders in United States (US) reaches 23.8 per cent. However, Atlas 
Copco is not affected by SOX as they are not listed in US. Still, Atlas Copco has an internal 
audit function. It constitutes as a complement to the external audit. Besides routines con-
cerning financial reporting and other internal controls the internal audit include all business 
processes as well as other areas like personnel and IT. The audits are normally initiated by 
the accountable of the operation or by responsible holding company. Internal audit is per-
formed when a division change manager but can also be initiated by other reasons, for ex-
ample when facing an organisational change or after a major negative incident. It is the 
control function that has the responsibility for internal audit at Atlas Copco (Annual re-
port, 2005). Regarding the internal audit function, Anders Björkdahl, Group Controller at 
Atlas Copco, explains that: 

Our internal audit function is a bit different since we do not have any internal auditors. It is more of a 
process carried out by controllers2. 

Atlas Copco has not got any specialised internal auditors. Instead they are using people 
from the operational organisation foremost controllers. There is only a group of four peo-
ple in North America that have a CIA. Anders Björkdahl explains this by the differences in 
organisational activity. The division in North America is a rental business which has an-
other degree of exposure, with approximately 500 rental stations with daily cashes. Atlas 
Copco’s group of companies has developed guidelines on how the audit process should be 
carried out. The guidelines regulate for instance the independence and objectivity by saying 
that a controller can not examine a unit for which he/she has operational responsibility. In-

                                                 

2 Vår internrevisionsfunktion är lite udda eftersom vi inte har några internrevisorer. Det är mer en process ut-
förd av controller.  



  

 21

ternal audit are mostly initiated by the responsible division and carried out by a team (2-3 
people) from another division or another unit within the division. Björkdahl describes that 
they are creating a team of 2-3 people, a mix of experienced or less experienced, that will 
perform the audit. The internal function is organisationally positioned under the CEO and 
the group executive board. In the question of why they do not follow FAR’s guidelines, 
stating that the function should be subordinated the board, he argues that it is more impor-
tant that the internal audit is a part of the organisation instead of an outside part. Most im-
portant is according to Björkdahl that they are independent and objective towards the unit 
audited as they are.   

The internal audit function is participating in establishing internal control functions and 
recommendations. Björkdahl explains that the purpose is not only to find errors but also to 
find well-working practices in one division and apply in another; what he calls benchmark-
ing. It is important to make use of the knowledge within the different departments. Björk-
dahl, who is responsible for the internal auditing reports regularly to the audit committee, 
which in turn reports to the board. The board, which is responsible for the internal control 
secure that the internal audit performs audits correctly through guidelines, reports and the 
external auditors. This form of internal audit function has been used since the beginning of 
the nineties.   

The Code has not affected Atlas Copco significantly but Björkdahl believes that the re-
quirements of internal auditors will be raised. However, he does not believe that they will 
educate the controllers to certified internal auditors nor employ any. Instead he considers 
that frame of references; in particular COSO will be essential in the development of the in-
ternal audit function. Currently the organisation is not using any of the international stan-
dards. However, they believe that COSO will be the standard they will approach. The team 
has systematic processes and routines when evaluating, but are lacking methodical docu-
mentation. Together with their external auditor they have come to the conclusion that they 
due to the Code have to improve their documentation. This is also important since they 
expect an increased demand for debriefing and information from the board. In future, 
Björkdahl believes that the Code will have an influence on their internal audit function and 
that they therefore need to reinforce the function, possibly by appointing dedicated people 
with internal audit as their main task. Although, he does not believe that certifications will 
be necessary. He also says that it is likely they will raise their goals in terms of performing 
further audits every year. When questioning if the status or acceptance for internal auditors 
have changed he replies that the teams performing internal audits always have had a good 
acceptance and status and that is nothing that has been affected by the Code. Björkdahl 
stresses that it is not clear in the Code, what an internal audit function involves. The Code 
might mean a department for internal audit with dedicated internal auditors but we con-
sider that we have a good and satisfying function he ends.  

4.4 Telia Sonera 

TeliaSonera is a telecommunication provider, operating mainly in Nordic and Baltic coun-
tries. The company is listed on the Stockholm and Helsinki stock exchange but are also 
registered in US and are by that required to be SOX compliant. The Swedish state owns 
approximately 45 per cent of the company’s votes and the Finnish state 14. Residual share 
is owned by institutions and companies in Sweden and Finland (23%) and individual inves-
tors from different countries (18%). TeliaSonera has an internal audit function which re-
views different parts of the organisation and gives suggestions of how to improve the in-
ternal controls (Annual report, 2005). 
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Mikael Svensson is chief of the internal audit function at TeliaSonera, named Corporate In-
ternal Audit (CIA). The department consists of 14 employees, of which more than 50 % 
have been recently requited as a primary result of SOX. The internal audit function is 
placed under the chief executive officer (CEO), see figure 5 for a presentation of the or-
ganisational position. Further, the CIA reports to the chief of financial officer (CFO), 
hence it is the CEO that makes the decisions concerning direction and extension of the au-
dit function.  Every year the CIA performs an audit plan which is approved by the CEO. 
When discussing the independence and objectivity of internal audit, Svensson explains that 
one first needs to consider where the actual business is and thereby conclude whether one 
is being independent or not. He points out that the internal audit at TeliaSonera is inde-
pendent towards the different divisions that are audited. It is solely, Anders Igel (CEO) that 
the function is not independent towards and that does not contribute a problem since he in 
fact should be examined by the external auditor. Regarding the flow of information, Svens-
son notifies that he reports approximately twice a year to the audit committee, which in 
turn reports to the board. The argument for not reporting directly to the board, in accor-
dance with best practice, is that the board is not active in the operational business. It will 
therefore not be as efficient as when reporting to people involved in the operational busi-
ness. Svensson argues further that one standard, describing where the internal audit func-
tion should be situated, is not applicable to all companies. The structure of the organization 
needs to be taken into account.  

 

Figure 4.2 The internal audit’s organisational position at TeliaSonera 

The Board secures that the internal audit function performs in an accurate and correct way 
through the external auditors. External auditor evaluate the internal audit function in con-
nection with SOX requirements. Svensson says that: 

We could hold things back but would not gain anything by doing so”3 

                                                 

3 Vi kan ju undanhålla något om vi vill men det ger oss ingenting 
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Regarding the competence of the internal auditors some are certified external auditors 
while others have taken a CIA. Mikael Svensson is not particularly fond of the internal au-
dit certifications. 

The CIA does not say so much, it has a quite unpleasant ring. It is much better if you are a certified public 
accountant.  If you want, you can take a CIA relatively quickly since it does not require much4 

According to Svensson, TeliaSonera has divided the audit in to three parts; compliance, fi-
nancial audit and efficiency audit. Compliance audit and efficiency audit are under the in-
ternal audit’s responsibility. The internal audit function is for instance responsible for man-
agement testing in all subsidiaries. Concerning the responsibility, Svensson claims that in-
ternal audit do not have any towards the shareholders but are responsible towards the peo-
ple within the organisation that are concerned by their tasks. If they are auditing a shop 
they have responsibility towards the manager of the shop.  

When asking if the role of internal audit has become more consultative Svensson replies 
that an internal auditor never take any pure consulting assignments. They only perform 
smaller consultative tasks concerning irregularities. The internal audit gives comprehensive 
proposals but he/she has not the competence to go into details, for example changing a 
system. Svensson gives an example of a comprehensive proposal by saying that he can rec-
ommend a department that two systems should be connected but not how it should be 
done. This is important in order not to loose independence, which will be an effect when 
auditing something that previously has been recommended. It becomes problematic when 
performing both consulting and auditing activities as one then is striving to raise oneself, 
he argues.  

Svensson have not noticed any significant differences in acceptance or status for internal 
auditor. The CIA is today desirable but the standards need to be raised in order to make it 
valuable. The demand and the value of internal audit have increased to a large extent. The 
volume, the extension and the debriefing upward in the organisation has enlarged. Svens-
son has experienced higher demand for internal control and auditing from the board. The 
framework that TS is using is COSO.  They do not follow the IIA practical framework but 
believe that they are doing better than that. He states that TeliaSonera is following the 
Code and much more than what is required. The internal auditors are also facing increased 
responsibilities. He gives an example by stating that he had to stand up and be presented at 
the shareholder’s meeting. That is something that the internal auditors not have been used 
to. Therefore, this new role sets higher demands on the internal auditor.  

4.5 Hennes & Mauritz AB 

Hennes & Mauritz AB (H&M) is a fashion company established in 22 countries. H&M was 
one of the Code Group’s respondents during the development of the Code. The company 
states in the consideration that the Code is not relevant for companies with a distinct and 
active private ownership. They further argue that the Code only should be relevant for 
companies with mainly institutional owners (SOU 2004:130). H&M has a high share of pri-
vate ownership and is known as a family company. In the report about the internal control, 

                                                 

4 En certifiering säger inte så mycket, ganska dålig klang. Det är mycket bättre om man är auktoriserad revi-
sor. Certifieringen läser du in ganska snabbt om du vill, den har inte så höga krav. 
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included in the annual report, it is stated that H&M has not so far found a reason for im-
plementing a formal internal audit function (Hennes & Mauritz AB, 2006). 

Liv Asarnoj who is in charge of information at H&M’s head office tells that the view of in-
ternal control and internal audit has been raised further due to the introduction of the 
Code. H&M’s choice not to have an internal audit function is motivated by not having 
found any reasons to implement one. Asarnoj explains that they today have an internal 
control which partly consists of controllers. They control the departments in respective 
sales countries. She claims that the controllers have got a deep and great knowledge of the 
business within their field and therefore secure that the internal control is satisfying.    

As mentioned above, H&M states in the consideration that the Code should not be rele-
vant for companies with a concentrated private ownership. When asking if an internal audit 
should not be motivated as they are a listed company, implying that it is seeking capital 
from other than private owners, the question is not answered directly. Instead she answers 
that H&M follows the Code and by that they has developed a report for internal control. 
Furthermore, they perform frequently audits in the shops and have internal controls that 
are in-built in the business. But they do not have any formal internal audit function today 
but the question of introducing one will be raised again this year.   

Finally, Asarnoj does not believe that H&M’s market value will be effected by not having 
an internal audit function as long as one are able to explain in what alternative way the 
company is working with the internal control.  

4.6 KPMG 

Auditing is the core of KPMG:s operations. Their aim is to build confidence between ac-
tors on the market and to create better conditions for businesses. KPMG is furthermore 
aiming to give clients increased control and different apprehensions of risks and opportuni-
ties. This involves both small and large businesses. KPMG has a specialised group for in-
ternal auditing namely Internal Audit Services. It started its practice in 2000 and the group 
gives advice and support to clients in order to strengthen their tools for corporate govern-
ance and internal auditing. KPMG is using the COSO as a framework when consulting. 
The company is also trying to give advice about the increase in demand for information 
and give specific advice on the role of owners, board and management. The latter has be-
come more important nowadays due to the Code (KPMG, 2006). 

Gunilla Werner Carlsson, Certified Internal Auditor at KPMG and also the head of the In-
ternal Audit Service, stresses that the internal audit function is becoming more important. 
However, it is not only because of the Code, but also due to international factors. Fur-
thermore, the business scandals have made internal auditing more interesting. An internal 
audit function has not been that important before, except for in financial institutions since 
they are under supervision of the Swedish Financial Supervisor Authorities inspection. 
Werner argues that the reason for this is that companies in Sweden have not had the right 
knowledge to understand the importance of an internal audit function and therefore cut 
down the function, believing that it had no contribution to the organisation. However, the 
discussion of internal auditing is becoming more intense in companies due to the imple-
mentation of the Code. Companies are now obligated to report if they are aiming to im-
plement an internal audit function or not, whereas the interest in how to structure the func-
tion has increased. Thereby, KPMG has experienced an increased demand for their ser-
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vices and are therefore recruiting more members. It has also resulted in increased certifica-
tions amongst their employees in order to gain more confidence on the market. 

The Code only involves listed companies and they are therefore automatically seeking capi-
tal from others than only their private owners. By that, the investors are interested in gain-
ing information about the company. Every listed company is therefore naturally in need of 
an internal audit function. The companies not listed do not have to follow the Code and 
are therefore not affected. Werner argues that companies believing that it is enough to have 
external controls are making a huge misjudgement since the modern definition of the in-
ternal audit function implies a broader view than simply financial controls. Furthermore, 
research made in USA on internal auditing as a function of corporate governance has 
shown that a lack of the function may lead to negative affects for the company. However, 
no similar study has yet been made in Sweden since the implementation of the Code is still 
in an early stage. Werner says that foreign companies are surprised that not every company 
in Sweden has an internal audit function. Her explanation to this is that the market in Swe-
den is not mature enough yet, but it will become more natural to have an internal audit 
function in the nearest future.  

Werner clarifies that the discussion about the internal auditor’s independence is taking a 
wrong direction. The internal auditor should be independent from operational activity and 
the activities being evaluated. It is however not appropriate for companies to have control-
lers performing internal auditing on part time.  

It is not possible to wear different hats in an organisation and it is not in accordance with accounting 
principles5. 

 
Furthermore, there is a danger of consulting too much in an organisation since the auditor 
cannot evaluate what he/she has consulted in. This action eliminates the ability to be an in-
ternal auditor. Decisions should therefore not be made by the internal auditors and this is 
extremely important for organisations to be aware of. In Sweden there are many decentral-
ised organisations which sometimes results in ignorance of the questions of responsibility 
and authority. However, there is always a need for someone in an organisation to take re-
sponsibility. 

Internal auditors’ responsibility is towards the board and it is therefore the board that the 
function should report to. However, the board does not always have enough knowledge to 
give internal auditors guidelines on what to evaluate. Werner therefore questions how the 
members of the board are able to make right decisions without enough knowledge. It can 
therefore be seen as constructive in an organisation to implement an Audit Committee that 
internal auditors will be able to turn to when the board lacks knowledge. However, the 
board still has the utterly responsibility for the control of different risks that may affect an 
organisation’s goals. COSO:s definition states that the internal audit functions should cre-
ate reasonable security for an organisation to be able to reach its goal. Werner clarifies fur-
ther that internal auditor’s are not specialists on risks and that taking risks is a part of doing 
business. The internal auditors are simply there to clarify what controls that are needed to 
eliminate risks. 

                                                 

5 Det är inte möjligt att bära olika hattar och det stämmer inte överens med god redovisningssed.  
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4.7 Öhrlings PriceWaterhouseCoopers 

Öhrlings is one of the largest auditing companies in Sweden. The company believes that 
auditing has a key role in business, both as experts and advisors within financial and other 
specialised areas, which is to give companies security and to add value (Öhrlings PriceWa-
terhouseCoopers, 2006). 

One of the well experienced internal auditors at Öhrlings is Cecilia Nilsson who is a Senior 
Manager with an internal audit certification. She argues that the Code has been imple-
mented in Sweden partly because of international pressures but also because of several 
business scandals in Sweden. More focus is now raised on internal control in order to se-
cure that such scandals not occurs again. Nilsson explains that Sweden will eventually move 
towards a COSO definition, since COSO is the framework mainly used internationally. 
Many companies are at this point building their internal audit function and since the Code 
does not yet have any specified guidelines most companies applies COSO as a framework. 
Furthermore, Nilsson believes that because of the Code the presence of an internal audit 
function in an organisation is now more frequently discussed. She has also noted an in-
crease in clients’ demand for recommendations not only with writing reports but also to 
delineate internal processes and identify controls. This striking difference of increased re-
quest for advisory in internal auditing is solely because of the Code. 

An acceptable reason for not implementing an internal audit function is if the organisation 
is fairly small with low risks operating on a relatively stable market. It does not solely de-
pend on if a company has a large share of private owners, though the owners might be 
more engaged in the organisation, but also if a company is large enough to be listed there 
should be some sort of internal control. This since practical difficulties occurs in larger 
companies are and it becomes more complicated for owners to have control in the organi-
sation. Furthermore, Nilsson states that it is too early to detect if companies that do not 
comply the Code will be affected negatively. But it will be dependent on the explanation. 
Even though it probably will be difficult for companies to give a thorough explanation 
since the Code group argues that it is positive for a company to follow the Code. 

The internal auditor’s role has not been affected by the Code. Though it has made the pro-
fession more noticeable and Nilsson believes that she and her colleagues are now gaining 
more status and acceptance in their profession. Furthermore she argues that internal audi-
tors are becoming more consultative in companies with an already established internal audit 
function. This requires a great expertise to be able to not become too involved and thereby 
not independent to the operational activities in the organisation. The only way it is man-
ageable is if the internal audit function only give advice and do not make any decisions.  

At Öhrlings every employee working with internal audit are certified and it is becoming 
more important to have a certification (CIA) in the profession since it is important to have 
a proof of knowledge. Moreover, the board controls the internal audit function by using 
quality assurance such as the certifications both internal and external since it needs to be 
able to trust their auditors in having the right knowledge to perform in the organisations 
best interest. At the board’s level it is difficult to know about details and therefore it be-
comes even more important to be able to trust that the internal audit function is perform-
ing good quality. The internal audit function should be able to make statements of how 
well the structure of internal control and its efficiency of adding value to the organisation 
are sustained.  
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Regarding the internal auditors responsibility, Nilsson’s opinion is that an internal auditor 
should be responsible towards the board or the Audit Committee. Internal auditors do sel-
dom have any contact with the shareholders since they are the external auditor’s responsi-
bility. Furthermore, the internal audit function should be situated under the board. This, 
due to that it is the best position in order to be independent. If the function were to report 
to the CEO, it would become difficult for the auditor to keep their independence since the 
CEO is utterly responsibility for operational activities. Therefore Nilsson concludes that it 
is difficult to remain objective and independent in that position.  

4.8 The Institute of Internal Auditors – Sweden (Internrevi-
sorerna) 

IIA is an association with an overarching mission to be the leading organisation giving 
support to internal auditors in Sweden by developing internal auditing. In November 2005, 
the association broke their record of registered Certified Internal Auditors (CIA) with no 
more than 69 000 compared to the 45 800 registered the 2004. The membership will in-
crease even more next year, since the Code still is in its early stage. Internationally the IIA 
is increasing more rapidly than in Sweden because of many companies implementing the 
framework of SOX. The association is non-profit-making and their goals are to: 

• work for a competent and well adapted internal auditing in Sweden 
• develop internal auditing in theory as well as practice 
• work for an increased use of internal auditing in trade and industry 
• be a meeting point for all internal auditors  

(Internrevisorerna, 2006)  

Secretary-General of IIA-Sweden Klas Schöldström states that the Code has not contrib-
uted to any significant changes for the internal audit so far. The IIA is working on new 
guidelines for how internal auditors should apprehend the Code and how it should affect 
their profession. Schöldström explains further that the Code can be explained as a sort of a 
micro version of SOX. However, it is not his belief that the Code represents anything new 
or significant though he states that: 

It is positive to finally be able to put a finger on what should be common knowledge and make it even more 
obvious”6 

Internal audit is a wide profession which contains controlling potential risks in an appro-
priate manner. However, nowadays the profession is focusing on financial processes lead-
ing to annual reports. This is not always positive for the profession but it is very up to date 
because of the former scandals with for example Skandia and Enron. In the future other is-
sues will become hot topics for internal auditors to handle and the profession will be de-
veloped further.  There is also the fact that many companies still do not know the correct 
definition of an internal audit function. The problem is that companies may believe that 
they have an internal audit function when in fact they are very far from recommended 
standards. An example of this is the bank industry as it was 30 years ago. Today the func-
tion is completely different compared to the old watchdog effects. The audit function is 

                                                 

6 Det är positivt att man sätter fingret på vad som egentligen borde vara allmän gods och tydliggör det.  
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not meant to make it harder for companies to do business but the other way around. The 
function is there to keep the organisation stabilised when managers are taking risks in busi-
ness.  

Schöldström works as an advisor for the Swedish government and believes that the Public 
Sector may be overemphasising the importance of having a CIA. He argues that in order to 
be a good internal auditor you will need so much more than a certification. The CIA today 
is not as extensive as it could be and is not so difficult to obtain. Other qualities that are 
important for the internal audit profession is to have communicative skills and to be able to 
be more of a salesman in order to clarify what internal auditing is in a positive way. IIA 
Sweden is now working on another continuing education program for internal auditors 
which will run over a five year period where the CIA will only be a small part of the pro-
gram. Other issues that will be involved in the program are such as working on skills to 
write good reports and to be able to make fruitful interviews.  

Concerning listed companies, Schöldström can not think of any reason for not complying 
with the Code. The association’s explanation is that the internal audit function should be a 
natural part of corporate governance which should thrive towards the same goal. Internal 
auditors are trying to steer the organisation towards its goal and therefore it is natural that 
they will need some sort of governance structure such as for example COSO. COSO has 
so far had the dominance on the international market and its task is to handle and try to 
stabilize risks. 

There has been a lot of discussion about the independence of internal auditors in the or-
ganisation. The function should only be independent purely organisationally in relation to 
management. Internal auditors should also work functionally towards the board and ad-
ministratively towards the manager. Best practice is for the internal auditors to report to 
the board. However, the internal auditor should act along side the internal customs and 
rules that fits the best.  

Schöldström can at this point only make own predictions of how the role, responsibility 
and purpose will look in the future for the internal auditors. He believes that internal audi-
tor’s will now have to work with more financial matters after the implementation of the 
Code and that the status and the recognition of internal auditors will grow. However, in the 
future there will be other factors affecting the profession that can not be foreseen today. 
The role will change and the profession will not be stuck in financial matters but instead 
work more towards SOX and further on move towards other issues. He also believes that 
the profession has to be filled with younger people that will contribute to more flexibility in 
the profession. The younger people in the profession will be able to look more internation-
ally which he believes is very positive for the future internal audit profession.  
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5 Analysis 
The chapter starts by presenting the analysis of the empirical findings. Different perceptions of internal au-
dit, effects by the code and future prospects are derived from the interviews. Thereafter the agency theory will 
be used in order to explain the differences within internal audit. The theoretical framework is compared and 
analysed with the quantitative data. 

5.1 Different Perceptions of Internal Audit 

All investigated companies, except for H&M, states that they have got an internal audit 
function. However, questions arise about what the internal audit function should involve 
since the Code does not provide any specific regulations for companies to follow. One part 
in IIA:s definition of the internal audit states that it should be an activity that adds value 
and improves the operational business (IIA, 2005). This description would denote that all 
examined companies have an internal audit function and therefore, H&M can also be re-
garded as having an internal audit function since their internal controllers are performing 
audits aiming to add value to the business. Atlas Copco claims that they have an internal 
audit function even if they do not have any internal auditors. However, when further exam-
ining the definition it states that the internal auditor should moreover be an independent, 
objective assurance and consulting activity. With that definition in mind the opinions starts 
to differ. IIA’s professional framework discusses how the above could be achieved. How-
ever, it is solely Fsb that declares that they are following these recommended standards.  

This becomes even more evident when comparing the examined companies’ internal audit 
functions. Opinions differ in particular concerning objectivity and whether or not internal 
auditors are able to act as consultants, quality assurance and independence and the organ-
isational position. These categories are presented more in detail below.   

Objectivity and internal auditors as consultants 

The internal audit function shows tendencies of evolving and expanding, and all of the re-
spondents agree that the function is becoming more consultative. They also agree that it 
demands higher competencies and expertise in the profession to minimise the risk of be-
coming too involved in an assignment or task. If auditors become too involved and consul-
tative they will automatically loose their ability to audit. The internal auditor risks to be-
come less objective when consulting. By the IIA’s definition of internal audit it becomes 
obvious that independence and objectivity are very important issues for the internal audi-
tors. FAR (2006) states that independently of how independent and objective the internal 
audit function is it will never be as independent or objective as an external auditor. There-
fore there is an ongoing discussion about what rules the internal auditor should follow. The 
Code needs to become more detailed in order for the internal auditors to know how their 
role will be affected.  

Quality assurance 

The board has the utterly responsibility to secure the quality of their internal auditors and 
internal control. In order to know that their internal audit function is remaining competent 
in their performance and continues to add quality to the organisation there are different 
ways to secure the internal audit’s performance. Fsb believes that it is important for every 
internal auditor in the organisation to have a CIA and is very positive towards the certifica-
tion. Moreover, Fsb has an additional internal equivalence to the certification to be able to 
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educate all employees in the organisation. However most of their internal auditors became 
certified as early as 2000-2003 and therefore not a consequence of the Code. Some of Telia 
Sonera’s internal auditors have certifications but at Telia Sonera the CIA is not seen as an 
important part of the profession. Instead the insurance of knowledge would be according 
to Telia Sonera enhanced if the internal auditors were certified public accountants. Atlas 
Copco is only using controllers for their internal audit and claims that they may appoint 
new dedicated people to reinforce their function. However, they will not be educating their 
controllers with CIA. They claim that their systematic processes and routines are enough. 
Though, due to the Code Atlas Copco will now have more systematisation when doing 
documentation. Thereby, there are different views in the examined companies of how to 
ensure the competence of the internal auditors.  

Our interviewed experts have rather different opinions about the quality assurance of in-
ternal auditors. IIA Sweden for example argues that the CIA is not as extensive and com-
petence building as it could be. It is furthermore relatively easy to gain and therefore it does 
not add much quality to the profession. Öhrlings and KPMG however are of a different 
opinion as they claim the CIA to be a proof of knowledge. They also believe that with in-
creased certifications amongst their employees they will gain more confidence on the mar-
ket. 

Independence and organisational position 

The ideal organisational position of the internal audit function is according to IIA (2004) 
that it should be subordinated the board. This implies that the internal audit function be-
comes more monitoring. Fsb is the only company investigated that follows IIA’s standards 
and agrees with the fact that this leads to an independence in relation to the ones that are 
being audited. They also claim that internal auditors have an obligation to report on the 
company’s internal control to the board. Thereby, the auditors should work functionally 
towards the board and administratively towards the manager according to IIA Sweden. 
Consequently, best practice is stated by all of our expertise respondents that the internal 
audit function should be subordinated the board and also report to the board in order to 
remain objective and independent. 

However, according to the IIA Sweden respondent, the internal auditor could also act 
alongside the internal customs and rules that suites the best for the organisation. The func-
tion could therefore be structured different in organisations. Telia Sonera has their internal 
audit function subordinated the CEO. Furthermore, Telia Sonera states that the reason for 
not reporting directly to the board is since the board is not actively involved in the opera-
tional business. Therefore it cannot make the same knowledge based decisions as the CEO. 
They also believe that the internal audit function solely should be independent towards the 
different departments it audits. In turn, the CEO should be audited by the external audi-
tors. Fsb on the other hand explains that it is the board that are responsible for internal 
control and the internal audit are only examining the control systems.  

Our respondent at IIA stresses that it is important that the internal audit has a good rela-
tionship to their superior, whether it is the board, the CEO, or both. Atlas Copco has their 
function organisationally positioned under the CFO and the group executive board. How-
ever their function is a bit different since they do not have any professional internal audi-
tors. Instead they are making use of their own internal controllers and claims that they are 
independent towards the object they are being audited. KPMG disagrees with the structure 
of internal audit function in Atlas Copco, since she believes that it is not preferable for 
companies to have controllers doing internal audit part time. This because it is not in ac-
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cordance with good custom and it is easy that confusion within the company occurs. How-
ever, Atlas Copco still believes that this is not a problem since they have several different 
units and that the controllers never audit a unit they operate in. Our respondent at KPMG 
claims that the discussion about independence is going in the wrong direction. Instead the 
focus should be to see to it that the internal audit function is positioned in the organisation 
where it can remain its independency in relation to the operational business.  

To sum up, it becomes obvious that it would be positive for the companies to gain some 
clearness in the discussion.  

5.2 How Internal Audit has been Effected by the Code 

Overall all respondents agree that the Code is nothing new or revolutionary since the ma-
jority of the companies regard the regulations to be a matter of course. The Code’s influ-
ence on the internal audit is modest. Today, only the first effects of the Code can be no-
ticeable and will therefore not be major. The companies as well as the expert’s believe that 
internal audit will develop to a great extent in the future. However, there are at present 
some effects on internal audit that most of the respondents agreed upon. 

Firstly, the Code has increased the demand for a more systematic and extensive documen-
tation. Documentation becomes additional important this year as the external auditor will 
examine the company’s report on internal control. The respondents have also experienced 
an increased interest and demand concerning internal control. In particularly from the 
board that requires more information. This demand has in some cases resulted in new re-
cruitments. Secondly, the majority of the respondents experience that the Code has in-
creased the importance and acceptance of internal audit. For Fsb, Öhrlings and IIA, the 
Code has also been seen as a confirmation that the profession is becoming more important. 
Thirdly, a direct influence of the Code is the obligation to evaluate the need of an internal 
audit function. There is an uncertainty of what kind of explanation that will be acceptable 
for not having an internal audit function. The respondents’ opinions of acceptable reasons 
differ. A concentrated private ownership or if the costs exceeds the benefits could accord-
ing to Fsb be an acceptable explanation. Öhrlings explains that one reason could be if the 
organisation is fairly small with low risks in combination of being on a relatively stable 
market. On the other hand neither IIA nor KPMG can find any acceptable reasons for 
listed companies to not have an internal audit function.  

5.3 Future Prospects 

The discussion of internal auditing is becoming more intense in companies due to the im-
plementation of the Code. Though, all respondents agree that the Code has not led to any 
revolutionary changes in internal audit so far. The IIA is working on new guidelines for 
how internal auditors should apprehend to the Code and how it should affect their profes-
sion. However, most of our respondents agree that the internal audit will move towards a 
similar framework as COSO. This is due to the lack of guidelines and that the companies 
implementing an internal audit function at this point naturally will use COSO as the 
framework since it is mainly used internationally. The internal auditor’s are today focusing 
much on financial matters in the organisation and our respondents believe that this is due 
to former financial scandals. However, the internal audit will gain further responsibilities 
and the financial matters will be converted into other issues for internal auditors to handle 
although these issues can not be foreseen at this early stage.  
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All of the respondents agree on the fact that the internal audit function will become rein-
forced and more noticeable. Most of our respondents agree that the role as an internal 
auditor will become more consultative and that it therefore is important to increase exper-
tise and knowledge in the profession to be able to remain their objectivity and independ-
ence. Certifications are becoming more important and IIA aims to develop a more exten-
sive and demanding programme for future internal auditors, whereas the CIA only will 
constitute a small part. The internal audit function will therefore face higher demands.  

5.4 Agency Theory 

The categories that have been used when finding similarities and differences are found in 
table 2 presented in the empirical findings. We would like to encourage the reader to look 
at the model when reading the analysis.  

Agency relationships exist in all organisations. The relationship between the board and the 
shareholders fit the definition stated by Jensen and Meckling (1976). The contract can be 
seen as the share under which the shareholder (principal) can engage the board (agent) to 
perform some services on the shareholder’s behalf contributing that the board receives 
some decision making authority. The Swedish code of corporate governance is a mecha-
nism aiming to increase shareholders’ (principal) confidence of how their invested capital is 
being handled by a company’s management (agent). Agency theory assumes that the parties 
involved are rational and utility maximizers (Artsberg, 2003). The theory assumes further-
more no agent to be trustworthy wherefore some kind of mechanism is demanded in order 
to control the agent (The Institute of Charted Accountants, 2005). Section 3.7 of the Code, 
dealing with internal control and internal audit, regulates accounting. Jönsson (1985) ex-
plains that the heart of accounting is the relationship of responsibility. One part is under 
the obligation to render account for another party. Furthermore, he states that these rela-
tionships arise from contracts or more commonly through laws and regulations. The Code 
can be one example of this.   

H&M is the divergent example of the examined companies while they do not have an in-
ternal audit function. Since they do not have any function one can believe that they do not 
have significant agency problems. According to previous research (Jensen & Meckling, 
1976; Fama & Jensen, 1983) agency problems is shown to be associated with separation of 
ownership and control. H&M has a centralised ownership (mainly family owned) and 
therefore the separation of control and ownership is small because the agent and principal 
constitute the same role. Furthermore, H&M argued in consideration of the Code that the 
code of corporate governance is not relevant for companies with concentrated private 
ownership (SOU 2004:130). The theory provides explanation for this by saying that a high 
share of ownership held by the management and board will improve corporate value (Jen-
sen, 1993). The information asymmetry and risk preference are small between the principal 
and agent when having a concentrated ownership (Navissi et al.2006; Eisenhardt,1989). 
Therefore, corporate governance assumes to be pleasant and no regulations are of interest 
for the company. Also the extension of control systems decreases and the company does 
not have reasons for implementing an internal audit function. To sum up, in similar com-
panies, with strong concentrated ownership, the agency theory implies that internal audit 
will not be as developed as in other companies with spread ownership and nor will the 
Code have any significant effects. Consequently, the empirical finding is in accordance with 
the theory. 
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Considering the analysis above and the theory, companies with spread ownership would 
most likely have greater agency problems and by that in need of mechanisms that can re-
duce the misalignment between the principal and agent (Spira & Page, 2002). Fsb has the 
most extensive and well established internal audit function of the examined companies. 
The bank is characterised by a complex and decentralised organisational structure with 
spread ownership. It operates on the financial market which implies high risks. That Fsb 
has the most large-scaled internal audit function is also in accordance with the theoretical 
framework. Fama and Jensen (1983) explain that agency problems will increase in large and 
complex organisations. Since the bank is listed and therefore has a large and spread owner-
ship there is a need for some kind of evidence stating that the management (agent) admin-
ister the shareholder’s (principal) invested capital in a satisfying way. Eisenhardt (1989) ex-
plains that agency problems arise when the principal is unable to verify that the actions 
taken by the agent are correct. The agent can therefore incur an internal audit function as a 
monitor which can ensure that they are acting in accordance with the agreements (Adams, 
1994).  

It is most likely that all investigated companies are facing agency problems since they all are 
large organisations listed on the stock exchange implying seeking capital also from people 
outside the organisation. Fsb and H&M have previously been discussed since they repre-
sent the most extreme types of the companies examined. Atlas Copco has similarities with 
H&M. In fact it can be discussed if they are having an internal audit function since they do 
not have any internal auditors but uses controllers for auditing similar to H&M. Atlas 
Copco has one major owner (Investor, 21.8%) while the residual share is held by institu-
tional owners. Their internal audit function is not extensive. This can be an effect due to 
the ownership. Active owners with up to 30% tend to improve the value of the firm. (Nav-
issi et al, 2006). Active ownership also decrease agency problems and need for controlling 
mechanisms (Eisenhardt, 1989). TeliaSonera is on the other hand more like Fsb. They have 
a well established and relatively wide internal audit function. Their ownership is however 
dominated by the Swedish and Finnish government. The organisation is operating with 
telecommunication which is a high risk environment. The size of the internal audit function 
is relatively large (14 people). However one needs to consider that they have increased the 
number of internal auditors with 50 % due to SOX. Therefore the extension of the func-
tion might become a bit misleading. However, TeliaSonera has had the function long be-
fore introducing SOX.  

To sum up, the existence or non-existence of internal audit can to some extent be ex-
plained by agency theory. The agency relationship in a firm can be seen as a function of the 
ownership and control structure of the entity. For example less cohesive ownership control 
structure such as in Fsb is more likely to have an internal audit function than companies 
with concentrated ownership. This due to less information asymmetry and risk preferences 
the empirical finding is in accordance with the theory which leads to the first proposal: 

Proposal 1: The ownership structure affects the agency relationship which in turn leads to differences of in-
ternal audit.   

Atlas Copco and Fsb are both operating in complex business environment and they have 
both well established and extensive internal audit functions. H&M and AtlasCopco on the 
other hand are active in a less complex business environment. They have also less separa-
tion between ownership and control. Internal audit can help principals to overcome the in-
formation asymmetry by monitoring the activities and ensuring that the agent act in accor-
dance to agreements. The differences in size and extent of the internal audit in the exam-
ined companies can partly be explained by differences in the degree of moral hazard which 
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is seen as a key factor in determining the extent of monitoring and controlling mechanisms 
(Scapens, 1991). Moreover, moral hazard is a result of information asymmetry that is to say 
that the agent and principal possess different amount of information (Scapens, 1991). It is 
likely that the information asymmetry will be greater in companies with a complex business 
environment since it demand more knowledge of the principal to understand the business. 
Therefore following proposal can be stated: 

Proposal 2: Companies operating in complex business environments are more likely to have an internal au-
dit function than entities in less complex businesses. Therefore, the existence of internal audit varies across 
business sectors.  

5.4.1 Controlling the Agent 

Literature suggests that in small non-complex organisations agency problem is not that 
large and monitoring or controlling functions is not essential. However, the companies in-
vestigated are large and more complex since they are listed on the stock exchange. That is 
to say that a larger risk of separation of management and control exists (Fama & Jensen, 
1983). To solve this problem and to control the risks in the organisations the companies 
need to use some sort of mechanism. All companies investigated have got bonus systems 
for top management, which is one way for the principal to control the agent (Nyman et al. 
2005). Fsb, TeliaSonera and AtlasCopco have also got internal audit functions which can 
be seen as an information system aiming to control the agent. Since H&M are characterised 
by a strong private ownership the need of an internal audit is reduced explained by that the 
ownership and control is not separated. The company’s choice of only having bonus sys-
tems are in accordance with the theory. Munter & Kren, (1995) says that if the principal are 
able to monitor the agent perfectly the companies could implement compensation systems 
instead of contracts (Munter & Kren, 1995). The other companies have both result-
oriented agreements and internal audit, indicating a high likelihood of agency problems. 
The expenditure for auditing and compensations systems that the companies have in the-
ory are called agency costs (Jensen & Meckling, 1976).  

There are different ways to control the internal auditor. All companies are using result-
oriented agreements in order to control the agent. Three of four do also have an internal 
audit function. Which kind of control mechanism that the company choose is according to 
Eisenhardt (1989), due to the assumptions about the individual, organisation and informa-
tion. An explanation for that H&M only uses performance compensation can be that since 
it is mainly family owned the principal and agent is the same, compensation system instead 
of contracts can be used. (Munter & Kren, 1995).   

5.4.2 Internal Audit: a Monitor or Agent? 

Theory suggests that internal audit both can be seen as a monitoring function between the 
principal and agent (Adams, 1994), or as an agent (McCall, 2002). Atlas Copco’s and Teli-
aSonera’s internal audit function is organisationally positioned under the CEO while the 
function is subordinated the board at Fsb. Looking at internal audit as an agent the compa-
nies have different principals. At TeliaSonera and AtlasCopco the CEO and the CFO re-
spectively constitutes the principal and the board is the principal at Fsb. According to IIA 
(2005) the internal audit activity should be independent and objective. However, this is not 
possible if the function is considered to be an agent. This since agency theory assumes no 
agent to be trustworthy. If a possibility occurs for an agent to make himself better off at 
the expense of a principal, he/she will most likely take the opportunity (The Institute of 
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Chartered Accountants, 2005). This implies that there also is a need for a mechanism in or-
der to control the internal audit. McCall (2002) describes the internal audit function as an 
extension of the board. According to best practice the function should be subordinated the 
board in order to be organisationally independent. However the independence can be dis-
cussed. When looking at the internal audit function as an extension of the board the func-
tion acts more like an agent towards the board (principal). And as previously stated an 
agent can not be independent or objective when assuming to be a utility maximizer. One 
suggestion could be to move the internal audit, so it instead becomes subordinated the 
shareholder’s meeting. Though, the independence should in the context of agency theory 
be seen as more independent when being subordinated the board than CEO. That because 
the distance between the CEO and shareholder’s is larger than from the board.  

When instead looking at agency theory as a monitor one assumes that it is an intermediate 
between the principal (shareholders) and the agent (management) (Adams, 1994). Accord-
ing to the theory the bonding cost of an internal audit often is incurred by the agent. The 
monitoring approach tends to be more favourable due to independency questions.  
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6 Conclusions 
The perceptions of internal audit differ between companies. It can be explained partly due 
to that there today are no accepted standards for internal audit. Neither does the Code ex-
plain what an internal audit function should involve. Opinions differ in particular concern-
ing objectivity and whether or not internal auditors are able to act as consultants. Also the 
views of quality assurance and independence differ.   

Overall, all respondents agree that the Code is nothing new or revolutionary since the ma-
jority of the companies regard the regulations to be a matter of course. The Code’s influ-
ence on internal audit is modest. However evident effects of the Code are increased de-
mand for documentation and information. The respondents are also experiencing an in-
creased importance of internal audit. Furthermore, a direct influence of the Code is the ob-
ligation to evaluate the need of an internal audit function. Concerning the future the re-
spondents believe that the role of internal audit will change further. It is expected to be-
come more consultative wherefore the competence of the internal auditor must be im-
proved. Finally, the framework of internal control, COSO, is expected to be the one that 
the market will accept.  

The differences in the internal audit practice have in this thesis been explained by the 
agency model. The analysis has resulted in two proposals: 

Proposal 1: The ownership structure affects the agency relationship which in turn leads to differences in  in-
ternal audit.   

Proposal 2: Companies operating in complex business environments are more likely to have an internal au-
dit function than entities in less complex businesses. Therefore, the existence of internal audit varies across 
business sectors.  

Furthermore, the internal audit has been analysed as being an agent vs. a monitoring 
mechanism between the principal and the agent. The conclusion reached is that internal 
audit should not be seen as an agent. This due to the assumption of information econom-
ics; that the agent is a utility maximiser and therefore assumes to act in a way that is most 
advantageous, even if this involves deceiving the interest of the principal. The independ-
ence and objectivity is essential to an internal auditor and should therefore act more as a 
monitor than as an agent.   

6.1 Suggestions for Further Research 

The authors would like to stress that internal auditing is an area where the research only 
have seen its start. There is a lack of studies about internal auditing within a Swedish con-
text. Further research is needed later on when the effects of the Code has become more 
apparent. Another suggestion is to evaluate the internal audit’s organisational independ-
ence. The authors believe that it might not always be best to have the function under the 
board as the IIA suggests. 

 

 



  

 37

References 
Adams, M.B.(1994). Agency Theory and the Internal Audit. Managerial Auditing Journal, 9 

(8), 8-12. 

Applegate, D., & Wills, T (1999). Struggling to incorporate the COSO recommendations into your 
audit process? Retrieved 2006-03-21 from: http://www.coso.org/audit_shop.htm. 

Artsberg, K. (2003). Redovisningsteori -policy och –praxis. Malmö: Liber Ekonomi.  

Darlington, Y., & Scott, D. (2002). Qualitative research in practice. Berkshire: Open University 
Press. 

Deloitte & Touch, Ernst & Young, KPMG & PricewaterhouseCoopers. (2004). Perspec-
tives on Internal Control Reporting – A resource for Financial Market Participants. 
Retrieved 2006-03-01, from http://www.insidesarbanesoxley.com. 

Eisenhardt, K.M. (1989), "Agency theory: an assessment and review", Academy of Management 
Review, Vol. 14 No. 1, pp. 57-74. 

Esiasson, Peter., Gilljam, Mikael., Oscarsson, Henrik., Wangnerud, Lena. (2004) 
Metodpraktiken. Bokförlaget Norsteds Juridik AB, Stockholm. 

 
Fadzil, F. H., Haron, H., & Jantan, M. (2005). Internal auditing practices and internal con-

trol system. Managerial Auditing Journal, 20 (8), 844-866.  
 
Fama, E. F. (1980). Agency problems and the theory of firm. Journal of Political Economy, 88, 

288-307.   

Fama, E.F., & Jensen, M.C. (1983). Separation of ownership and control. Journal of Law & 
Economics, 26, 301-324.  

FAR. (2006). R610 Beaktande av det arbete som utförts av företagets internrevision. Re-
trieved 2006-05-24, from: http://www.farkomplett.se/document.jsp. 

Gustavsson, B. (1998). Metod: Grundad teori för ekonomer. Lund: Academia Adacta AB. 

Hayes, N. (2000) Doing psychological research: gathering and analyzing data. Buckingham & Phila-
delphia: Open University Press. 

Hermanson, D. R. (2005). The value of internal control audits. Internal Audit, 20 (1), 35-37 

Humphrey, C., Lee, B. (2004). The real life to accounting research; a behind-the- scenes of using quali-
tative research methods. Oxford: ELSEVIER Ltd. 

Internrevisorerna (2005). Remissvar på utkast till vägledning för tillämpning av Svensk kod för bo-
lagsstyrning gällande styrelsens rapportering beträffande intern kontroll avseende finansiell rapporte-
ring. Retrieved 2006-03-12, from 
http://www.internrevisorerna.se/uploads/Remissvar%20vägledning%201_14.doc. 

Jensen, M. (1993). The modern industrial revolution, exit, and the failure of internal control 
systems. Journal of Finance, Vol. 48, pp. 831-80. 

 
Jensen, M. C., & Meckling W. H.. (1976). Theory of the firm: Managerial Behavior, Agency 

Costs and Ownership Structure. Journal of Financial Economics, 4 (3), 305-360. 



  

 38

 
Johnson, P., & Duberley, J. (2000). Understanding Management Research. London:SAGE Publi-

cations Ltd. 

Jönsson, S. (1985). Eliten och Normerna, Drivkraften i utvecklingen av redovisningspraxis. Lund: 
Doxa AB. 

 
Krell, E. (2005). Is Sarbanes-Oxley compromising internal audit? Business Finance, 11(8), 18-

22.   
 
Kvale, S (1997). Den kvalitativa forskningsintervjun. Lund: Studentlitteratur. 
 
Lundberg, M., Bruun, N. (2005) ”Styrelserepresentation på undantag – Corporate Gover-

nance-debattens tysta reformprogram” Arbetsmarknad & Arbetsliv 11 (4), 123-132. 
 
McCall, M. (2002). The auditor as consultant: careful planning is required as audit practitioners transi-

tion toward a broader orientation and expanded role in the organization. Internal Auditor, 
Institute of Internal Auditors, Inc. 

Munter, P,. Kren, L. (1995) “The impact of uncertainty and monitoring by the board of di-
rectors on incentive system design”. Managerial Auditing Journal , 10 (4) ,23-24. 

Navissi, F. & Naiker, V (2006). Institutional ownership and corporate value. Managerial Fi-
nance, 32 (3), 247-256. 
 
Nixon, A. (2005). Corporate governance- Internal audit: the new rock and roll. Accountan-

cy,135 (1337), 48. 
 
Nyberg, L. (2004). Värdepappersmarknaden idag och imorgon. Retrieved 2006-04-12, from 

http://www.riksbank.se/templates/Page.aspx?id=14436. 

Nyman, C., Nilsson, F & Rapp, B. (2005) Accountability in local government: a principal-agent per-
spective. Journal of Human Resource Costing & Accounting Vol. 9 No. 2,  pp. 123-
137. 

Palmer, J.(2005). Fraud Prevention, Whistle-Blowing, and the Internal Auditor's Role. Bank Audit-
ing and Accounting Report; 38 (10). Banking Information Source pg. 4. 

Patel, R., & Davidson, B. (1994). Forskningsmetodikens grunder. Att planera,genomföra och rappor-
tera en undersökning(2nd ed.). Lund: Studentlitteratur. 

Precht, E. (2006 ). Internkontroll är som en tom ram. Balans, 1, 14-16. 

Ryen, A. (2004). Kvalitativ intervju – från vetenskapsteori till fältstudier: Malmö: Liber Ekonomi. 

Sawyer, L.B., & Dittenhofer, M.A. (1996). Sawyer’s internal auditing, the practice of modern inter-
nal auditing (4th ed.). Florida: The Institute of Internal Auditors. 

Scapens, R.W. (1985). Management Accounting: A Review of Recent Developments. London: Mac-
millan Press Ltd. 

Scapens. R. W. (1991). Management Accounting. A review of Recent Developments (2nd ed.). Lon-
don: The Macmillan Press Ltd. 



  

 39

Sekaran, U. (2000). Research Method for Business – a skill-building approach. New York: John 
Wileys & Sons Inc.  

Spira, F., Page, M. (2003). Risk management – The reinvention of internal control and the 
changing role of interna audit. Accounting, Auditing & Accountability Journal, 16(4), 
pp.640-661. 

Skog, R. (2005). En svensk kod för bolagsstyrning- vad är det för något och vad innebär den? Uppsala: 
Iustus Förlag AB.  

Smith, M.(2003). Research Methods in Accounting. London: SAGE Publication Ltd. 

SOU 2004:46 Svensk kod för bolagsstyning, förslag från Kodgruppen . Retrieved: 2006-02-17 from: 
http://www.regeringen.se/content/1/c6/01/93/48/c252541b.pdf. 

SOU 2004:130. Svensk kod för bolagsstyrning, betänkandet av Kodgruppen. Retrieved: 2006-02-17 
from: http://www.regeringen.se/content/1/c6/03/55/92/1f9a060d.pdf. 

Starrin, B. (1994). Om distinktionen kvalitativ – kvantitativ i social forskning. I B. Starrin & P-G. 
Svensson (Red.), Kvalitativ metod och vetenskapsteori. Lund: Studentlitteratur. 

 
Strauss, A., Corbin, J. (1998) Basics of qualitative research: techniques and procedures for developing 

grounded theory (2nd ed.). Thousand Oaks: SAGE Publications Ltd. 
 
Svensson, P-G., Starrin, B. (1996) Kvalitativa studier i teori och praktik. Lund:Studentlitteratur  

Svernlöv, C. (2005). Bolagskoden Svensk kod för bolagsstyrning med kommentarer för praktisk till-
lämpning. Stockholm: Nordstedts Juridik. 

The Encyclopaedia about Corporate Governance. Retrieved 06-03-02 from: 
http://www.encycogov.com/WhatIsGorpGov.asp.  

The Institute of Chartered Accountants. (2005). Agency Theory and the Role of Audit. Retrieved 
2006-03-04 from: ww.icaew.co.uk/auditquality. 

The Institute of Internal Auditors. (2005a). Putting COSO Theory into Practice. Tone at the 
Top,  Retrieved 2006-03-03 from:http://www.theiia.org/download.cfm?file=42122. 

The Institute of Internal Auditors. (2005). The Professional Practices Framework. Florida: IIA. 

The Swedish Code of Corporate Governance (2004). Retrieved: 2006-02-15, from: 
http://www.sweden.gov.se/content/1/c6/02/62/96/f8334504.pdf. 

Tourigny, L., Dougan, W., Washbush, J., Clements, C. (2003). Explaining executive integ-
rity: governance, charisma, personality and agency. Management Decision, 41(10) pp. 
1035-1049. 

Veysey, S. (2006). Internal audit’s unique role stressed. Business Insurance, 40 (8), 19.  

Welman, JC., Kruger, SJ. (2001). Research Methodology (2nd ed.). Cape Town: Oxford Univer-
sity Press South Africa. 

Widerberg, K. (2002) Kvalitativ forskning i praktiken. Lund: Studentlitteratur. 

Zikmund, W G. (2000). Business Research Methods. (6th ed.) Orlando: Harcourt Inc. 



  

 40

 

 
Internet resources 
 
www.hm.se 
www.fsb.se 
www.atlascopco.se 
www.teliasonera.se 
www.internrevisorerna.se 
www.kpmg.se 
www.pwc.se 
 

 



  

 41

Appendix A 
INTERVIEW GUIDE for COMPANIES 

General information: 
How long have You had an internal audit function?  
Have You made any adjustments due to the Code in terms of:  

- Increased number of staff  
- Increased Certifications (CIA) 
- Applicable standards 
- Additional  documentation 

Are the majority of owners institutional or private?  
Have You noticed an increase in demand for internal audit?  
 

Role: 
How has the role of internal audit changed after the implementation of the Code?  

      Can an internal auditor be independent and objective?  
      Which organisational position has the internal audit function?  
      Has the role of internal auditors become more examining, consulting or is it unaf-

fected? 
     
Responsibility: 

Have You experience that the internal auditors have an increased responsibility now 
compared to before?  
How does the board secure a good internal control?  
How does the board secure that the internal audit function performs its tasks and pro-
vides correct information?   

      Have You noticed any increased demand of information from the board?  
 
Purpose: 

What is the purpose of an internal audit function? Has it changed due to the Code? 
Have You experienced that the Code has contributed to an increased signification of 
internal audit?  

      Do You believe that internal auditors have received more acceptance or status?   
 
 

Thank You for Your participation! 
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Appendix B 
 

INTERVIEW GUIDE for IIA-SWEDEN 

General information: 
What is Your opinion about the Code?  
What recommendations have You given? 
What kind of internal audit function is needed to be able to follow the Code?  
Why have some companies internal audit while others not?  
What can be a good reason for not having an internal audit function?  
Have You noticed an increased demand of internal audit in terms of:  

                               -       Increased number of staff  
                               -       Increased Certifications (CIA) 
                               -       Increased number of members 

 
Role: 

How has the role of internal audit changed after the implementation of the Code? 
      Can an internal auditor be independent and objective?  
      Which organisational position should the internal audit function have?  

Has the role of internal auditors become more examining, consulting or is it unaf-
fected?       
 

Responsibility: 
Have You experienced that the internal auditors have an increased responsibility now 
compared to before?  
How does the board secure a good internal control?  
How does the board secure that the internal audit function performs its tasks and pro-
vides correct information?   

 
 Purpose: 

What is the purpose of an internal audit function? Has it changed due to the Code? 
Have You experienced that the Code has contributed to an increased signification of 
internal audit?  

      Do You believe that internal auditors have received more acceptance or status?   
 
   

Thank You for Your participation! 
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Appendix  C 
INTERVIEW GUIDE for EXTERNAL AUDITORS 

General information: 
What is Your opinion about the Code?  
Have You examined any internal control report yet?  
What recommendations have You given? 
What kind of internal audit function is needed t be able to follow the Code?  
Why have some companies internal audit while others not?  
What can be a good reason for not having an internal audit function?  
Have You noticed an increased demand for internal audit in terms of:  

                               -       Increased number of staff  
                               -       Increased Certifications (CIA) 
                               -       Applicable standards 
                               -       Additional documentation 

 
Role: 

How has the role of internal audit changed after the implementation of the Code?  
      Can an internal auditor be independent and objective?  
      Which organisational position has the internal audit function?  
       Has the role of internal auditors become more examining, consulting or is it unaf-

fected?       
 
Responsibility: 

Have You experience that the internal auditors have an increased responsibility now 
compared to before?  
How does the board secure a good internal control?  
How does the board secure that the internal audit function performs its tasks and pro-
vides correct information?   

      Have You noticed any increased demand of information from the board?  
 

Purpose: 
What is the purpose of an internal audit function? Has it changed due to the Code? 
Have You experienced that the Code has contributed to an increased signification of 
internal audit?  

      Do You believe that internal auditors have received more acceptance or status?   
 
 
 

Thank You for Your participation! 
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Appendix D 
 

                            Companies that need to apply the Code  

A-list                                                                   

Ångpanneföreningen, AB       
ASSA ABLOY AB 
Atlas Copco AB 
Beijer AB, G & L 
Bergman & Beving AB 
Bure Equity AB 
Cardo AB 
Elekta AB 
Electrolux, AB 
Ericsson, Telefonab. L M 
FöreningsSparbanken AB 
Gambro AB 
Getinge AB 
Gunnebo AB 
Hexagon AB 
Haldex AB 
Höganäs AB 
Holmen AB 
Hufvudstaden AB 
Industrivärden, AB 
Investor AB 
JM AB 
Lindex, AB 
Nordea Bank AB 
OMX AB 
Sandvik AB 
Sardus, AB 
SAS AB 
Svenska Cellulosa AB SCA 
Scribona AB 
SCANIA AB 
Skandia, Försäkringsab. 
 Securitas AB 
Svenska Handelsbanken AB 
Skanska AB 
SKF, AB 
SSAB Svenskt Stål AB 
Swedish Match AB 
Ticket Travel Group AB 
TeliaSonera AB 
Trelleborg AB 
TV4 AB 
Volvo, AB 
Skandinaviska Enskilda Banken AB 
Seco Tools AB 
 

 

 

 

 

 

 

 

 

O-list 

Alfa Laval AB 
Axfood AB 
Billerud AB 
Boliden AB 
Capio AB 
Carnegie & Co AB, 
Castellum AB 
Clas Ohlson AB 
Cloetta Fazer AB 
Eniro AB 
Fabege AB 
Hakon Invest AB 
Hennes & Mauritz AB, H & M 
Intrum Justitia AB 
KappAhl Holding AB 
Kinnevik, Investment AB 
Kungsleden AB 
Latour, Investmentab 
Lundbergföretagen AB, L E 
Lundin Petroleum AB 
Micronic Laser Systems AB 
Modern Times Group MTG AB 
Munters AB 
NCC AB 
NIBE Industrier AB 
Nobia AB 
Oriflame Cosmetics S.A. 
Peab AB 
Pergo AB 
Q-Med AB 
Ratos AB 
SAAB AB 
Tele2 AB 
Telelogic AB 
Transcom Worldwide S.A. 
Unibet Group Plc  
Wallenstam Byggnads AB., Lennart 
Wihlborgs Fastigheter AB 
Öresund, Investmentab 
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