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Abstract. Internal audits play a key role in ensuring the efficiency of public ingtitutions in Romania. However,
the effectiveness of internal auditing is often compromised by challenges to the integrity and independence of the
auditor. Independence in the activities of civil servants, particularly internal auditors, is crucial for unbiased
assessments, free from undue influence by other parties. This article examines the ethics and independence of internal
audit and control in public institutions in Romania. The purpose of the study is to assess compliance with ethical
principles and independence by internal auditors in public institutions in Romania and to identify obstacles affecting
the integrity of audit and control functions. The research methodology includes the distribution of questionnaires to
public officials working in public ingtitutions in Romania, complemented by an analysis of the ethical frameworks
guiding these professionals. This approach aims to identify both the current state of ethical practice and the barriersto
maintaining independence in audit processes. Despite significant progress achieved through the EU directive and
concerted efforts to increase transparency and objectivity, challenges remain, threatening the integrity of auditing.
The main findings of the investigation indicate that the main obstacles are political influence, resistance to change and
insufficient resources to uphold the standards of ethics and independence of internal audit. Ethical leadership and
supporting organizational culture are critical to promoting transparency, accountability and ethical behaviour in
public institutions. In addition, it was found that the internal audit function is prone to modernization in the conditions
of the intellectual economy. Therefore, part of it is likely to be performed by programs based on artificial intelligence.
Based on the obtained results, the article provides recommendations for ensuring the ethical behaviour and
independence of internal auditorsin public institutions in Romania.
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Jlyuisi-Mapis Y apecky

Vuisepcumem exonomiunux nayx bByxapecmy, m. byxapecm, PymyHis

Mixaii Yo6oTes
VYuieepcumem exonomiunux nayx byxapecmy, m. Byxapecm, PymyHis

ETnvyHa moBeaiHKa Ta He3aJI€XKHICTD IiJ{ 4aC AyAUTY Ta KOHTPOJIIO AP KABHUX
ycTaHoB y PymyHii: npakTu4uHe J0CTiKeHHA

Anomauia. Buympiwniii ayoum eidiepae kirouo8y poiv 8 3abe3neuenti epekmugHocmi pobomu 0epuHcaeHUX YCMAHO8
Pymynii. Oomnak, pezyremamuericms 6HYMPIWHb020 ayOUmMy 4Ydcmo ONUHAEMbCA Ni0 3a2po30t0 uYepe3 BUKIUKU
yecHocmi ma Hesanexchocmi ayoumopa. Hezanescnicms y dianbHocmi oepaicasHux ciyxcoosyis, 30Kkpema eHYmMpiuHix
ayoumopie, Mac supiulaibre 3Ha4eHHs OJisl HeynepeodCeHux OYiHoK, GLIbHUX 6i0 HENPABOMIPHO20 6NAUBY 3 OOKY THULUX
cmopin. L{a cmammsa npuceauena 00CNiOHCEeHHIO emUKU Mma He3ANeHCHOCMI 8HYMPIWHb020 ayoumy ma KOHMpOio 8
Odeporcasnux ycmarnosax Pymynii. Memoio 0ocniodcenns € Oyinka OOMpPUMAHHs emudHUX NPUHYUNIE | He3aNeHCHOCI
BHYMPIWHIMU AYOUMOPAMU Y 0EPIUCABHUX Ycmanosax Pymynii ma eusienenns nepeuikoo, wo 6niueaioms Ha YiriCHicmb
@yuryin ayoumy ma KoHmpoao. Memooonoeiss 00CHONCeH S GKIOUAE PO30AYY AHKEM O0ePHCABHUM CLYHCOOBYIM, SIKI
npayioomes Y 0epocasuux ycmanoeax Pymywuii, Oonogneny ananizom emudHUX pamox, AKUMU Kepyiomucs yi
npogecionanu. Lleii nioxio mae Ha memi usguUMU 5K NOMOYHUL CMAH eMUYHOI Npakmuku, maxk i oap’ €pu, wo
NePeuKo0HCaoms 30epediCeHHI0 He3anedCHOCmI 8 npoyecax ayoumy. Hessadcarouu na 3uaunuii npoepec, 00CseHymuil
3a60sku oupekmugi €C ma y32002ceHuUM 3yCULIAM WOoO00 NIOGUWEHHS NPO30POCmi ma 00’ EKMugHoCmi, npobiemu éce
we 3anUmaomscs, Wo 3a2poxcye 00opouecHocmi ayoumopcvkoi disnvHocmi. OCHOBHI pe3ynbmamu po3ciioy8aHHs
6KA3VIOMb HA Me, WO 2O0J0BHUMU NepewKooamy € NONIMUYHUL 6NIu8, Onip 3MiHamM [ Heoocmamui pecypcu Ois
OOMPUMAHHA CIMAHOAPMIE emUKU Ma He3ANeHCHOCMI 8HYMPIWHbo20 ayoumy. Emuune nidoepcmeo ma niompumxa
Opeanizayiinoi Kyibmypu Maioms GUPiuAnbie 3HAYeHHs OISl CHPUSIHHA NpPO30pOCMi, NIO3GIMHOCMI Ma emudHill
nogedinyi 6 Oepycasnux ycmanoeax. Kpim moeo, euseneno, wo QyHKyis GHympiuHb020 ayoumy CXuibHad 00
MOOepHI3ayii 8 YMOBAX IHMENeKMYANIbHOI eKOHOMIKU, A MOMY T YacmuHy, UMOBIPHO, GUKOHYEAMUMYMb NPOSPAMU HA
OCHOGI wimyuHo20 inmenekmy. Ha o0cHO8I ompumanux pe3yibmamie y CmMammi HAOAHO PeKoMeHOayili wooo

3a6e3nedents emuyHoi NOBeOIHKY A He3ANEHCHOCIT BHYMPIUWHIX ayOUmopie 8 0epHcA8HUX YCMAH08aX PymyHii.

Knrouosi cnoea.
He3aNeNCHICMb.

emuKa GHYMpiuiHb020 ayoumy,

1. INTRODUCTION

In the past decade, Romania has made significant
efforts to create a stable and high-performance internal
audit environment, whether private or public institutions.
This was once due to the EU directives that obliged all
public institutions to be more transparent and objectivein
their audit functions, but also to the climate of stability
and independence and the attention of stakeholders. This
has "incited" professional audit bodies to be more careful
and rigorous in complying with existing requirements and
in ensuring the accuracy of financial or non-financial
data. However, this is not always uniform because
auditors face obstacles in ethics and independence.

In Romania, the internal audit function operates at
two levels: it is conducted internally by a dedicated
department within the organization or externaly by the
Romania Court of Accounts. It is clear that this function
is crucial for the efficient operation of the public
institution, and the managers of the public entity view
this independent and essential mechanism with great
importance. In recent years, the landscape of public
auditing in Romania has evolved considerably, focusing
on the adherence to ethical standards and the
independence of audit functions. Despite the efforts to
enhance the transparency and objectivity of audits as
mandated by EU directives, auditors still encounter
significant challenges in maintaining ethical integrity.

oeporcasrull  BHYmMpIiwHit  ayoum,

BHYMPIWHIL  KOHMPOTb,

These chalenges arise from various factors, including
pressure from stakeholders, potential conflicts of interest,
and limitations in existing frameworks designed
to uphold auditor independence (Bostan et al., 2018).

As public trust in governance relies heavily on the
perceived integrity of public audits, ensuring that audit
functions are free from undue influence is paramount.
This commitment to ethics not only enhances the
credibility of audit outcomes but also fosters a culture of
accountability and transparency within public institutions
(INTOSAI, 2016). Thus, it is crucial to understand how
public ingtitutions in Romania are aigning with ethica
standards and the obstacles they face in this process.

This study aims to evaluate the readiness of auditors
in Romanian public institutions to adhere to ethical
standards and understand the barriers they face in doing
so. It aso examines the role of regulatory bodies in
promoting ethical practices and the effectiveness of
curent  frameworks in  safeguarding  auditor
independence. Furthermore, the study explores the impact
of ethica auditing on public institutions overal
governance and operational efficiency.

According to the literature, ethical auditing plays a
vital role in various areas of public administration,
including financial management, risk assessment, and
organizational governance. The principles of ethical
auditing, such as integrity, objectivity, and
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confidentiality, are essential in ensuring that audits are
conducted without bias and with the highest standards
of professionalism (OECD, 2016). Ethical dilemmasin
auditing often involve balancing the need for
transparency with the risk of exposing sensitive
information, making it crucial for auditors to be well-
versed in ethical guidelines and best practices
(Arenset al., 2017).

The layout of this study is as follows: Section 2
provides a background on the ethical standards and
regulations governing public auditing in Romania,
emphasizing the efforts to align with international best
practices. Section 3 outlines the research questions and
objectives, focusing on the preparedness of auditors and
the challenges they face in maintaining ethical standards.
Section 4 details the methodology used in this study,
which includes a comprehensive review of relevant
literature and a survey conducted among auditors in
Romanian public institutions. Section 5 presents the
study's results, followed by an analysis of the survey data.
Findly, Section 6 discusses the implications of the
findings for public auditing in Romania, offering
recommendations for strengthening ethical practices and
suggestions for future research.

2.LITERATURE REVIEW

Research shows that the ethical conduct of auditors
is greatly impacted by the ethical atmosphere in public
organizations (Jacobs, 2012; Gendron et al., 2016).
Organizational culture, leadership attitudes towards
ethics, and the strength of regulatory and oversight
mechanisms are key factors (Ethics Resource Center,
2010). According to Ferry et al. (2015), abiding
by ethical standards is improved by a favourable
ethical climate and robust governance systems, while
ethical failures can occur in environments lacking in
ethical strength. Furthermore, ongoing ethics training
and education are essential for strengthening ethical
principles and providing auditors with the necessary
resources to effectively tackle ethical dilemmas
(Hayes et al., 1999).

3.RESEARCH QUESTIONS/AIMS OF THE
RESEARCH

This article explores two main research questions:
first, to assess how public officials position themselvesin
relation to ethical standards in internal audit practices,
and second, to identify the primary obstacles encountered
in achieving these ethical standards. The objectives are to
evaluate the current stance on ethics in Romanian public
ingtitutions and to pinpoint any barriers to adopting and
implementing ethical guidelines. This evaluation
promotes adherence to ethical standards in institutional
processes to improve routine tasks and overall operational
integrity. The study will determine how well audit
activities align with broader ethical goals within public
institutions.

4. RESEARCH METHOD

For the present paper, a quantitative research was
conducted through the distribution of a questionnaire to
public officials engaged in audit departments of
ingtitutions such as the National Fiscal Administration
Agency and its territorial institutions, the National Health
Insurance House and its territorial ministries and other
relevant entities. The questionnaire administration took
place between April 1st and May 15th.

The researcher has applied Exploratory Factor
Analysis to the data acquired through the survey.

5. FINDINGS

Exploratory Analysis of the Questionnaire

The starting questions in the questionnaire aim to
gather fundamental details about the respondents,
including their workplace, age, and school affiliation.
This data assists in improving our comprehension of
subsequent responses and enables us to examine the
perception of ethicsin governmental organizations.

The magjority of respondents are from Bucharest,
followed by respondents from Brasov, Timisoara, Cluj,
Constanta, Giurgiu, lasi and Buzau.

Graphic Distribution of Respondents

B Bucuresti ® Brasov ® Cluj ® Timisoara B Constanta ¥ Giurgiu B |asi ® Buzau

Figure 1. Results of the questionnaire

Source: own processing, questionnaire results.
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When asked about the age of the participants, most
were between 40 and 49 years old, with the next largest
group being in the 50-59 age range. There were just nine
participants aged 30-39, and two were 60 years old or
above. This chart displays the mean age of employeesin
public organizations in Romania, particularly within the
internal  public audit division, where magjority of

individuals are above 45 years old. In contrast to the
private sector, multinational corporations tend to hire
younger individuas more frequently than public
ingtitutions, where older individuals are more prevalent.
Additionally, there were a higher number of females
compared to males, however, the variance is not
noteworthy.

AgeDistribution

m18-29 m30-39 m40-49 m50-59 mOver 60

Figure 2. Age Distribution

Source: own processing, questionnaire results.

Gender Distribution

EMae ®Femae

Figure 3. Gender Distribution

Source: own processing, questionnaire results.

The mgjority of participants stated they have finished
their higher education with a master's degree, with the
next highest number completing their bachelor's studies.
The fewest respondents stated they had completed

doctoral studies, with no respondents mentioning high
school studies. This indicates the willingness of
respondents to pursue higher education, which is also a
requirement for working in public institutions.

Studies Distribution

= Highschool

= University

H Master ® Doctoral

Figure 4. Studies Distribution

Source: own processing, questionnaire results.
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number of respondents (14) work directly in ministries
from the perspective of the institutions they work for.

Approximately haf of the respondents (118) are
employed in decentralized institutions, with a similar
amount (115) working in state companies, while a small

Institution Type Distribution

= Ministry = Stated own companies B Descentralized institutions ® Other

Figure 5. I nstitution Type Distribution

Source: own processing, questionnaire results.
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Figure 6. Correlation Matrix

Source: own processing using R, questionnaire results.

In the Figure 6, we can see how correlated are the
answers from the correlations closer to 1. we can see that
we have correlation of 1 for same question. We estimate
the Kaiser-Meyer-Olkin (KMO) to measure sample
adequacy and the results are that an overall MSA of 0.86
suggests that there is a strong suitability of the data.

We see that aso for each individual question we have
high values, with a minimum of 0.76.

The Parallel Analysis (Figure 7) suggests a number of
2 to 7 factors, after analysing the Scree plot. The resultant
factor analysis shows as this:
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Scree Plot and Parallel Analysis
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Figure7. Scree Plot and Parallel Analysis
Source: own processing using R, questionnaire results.

Using a different method, we get the following image, where we can see that the 2 factors structure has a similar fit
asthe 3& 4 factors structure:

Very Simple Structure
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Figure 8. Very Simple Structure
Source: own processing using R, questionnaire results.

We choose 2 factors, we run the analysis and get the following:
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Factor Analysis

Figure 9. Factor Analysis
Source: own processing using R, questionnaire results.

The two identified factors would correspond to:
PA1 — Link between values and actions;
PA2 —Values.

So, the two factors are important for the survey
respondents, even if not mentioned directly.

Public ingtitutions in Romania are required, like
counterparts in the European Union, to comply with strict
regulations and independence standards in audit
activities. The internal audit departments of these
ingtitutions play an essential role in ensuring the security
of these standards and to ensure a comprehensive and
impartial audit mission. This framework supports the idea
that effective leadership is closely related to ethica
conduct. As Brown and Trevino have pointed out in
2006, ethical leadership is essential for the establishment
of a culture of trust and responsibility in public sector
organizations. By consistently demonstrating ethical
behaviours, organizational leaders reinforce the
importance of integrity and accountability in audit
processes. Thus, leaders' ethical behaviour is essential to
maintaining the integrity and effectiveness of interna
audit functions. However, the culture of rewarding ethical
behaviour is poorly practised in public ingtitutions, as
leaders consider that such expectations (conformity)
should not necessarily be rewarded. According to the
authors, the practice of regulating incentives should be
more frequently implemented, regardless of whether it is
areward or a punishment. Numerous studies have shown
that the presence of rewards and incentives for unethical
behaviour tends to increase the prevalence of such
behaviours (Hegarty & Sims, 1978; Tenbrunsel, 1998).
This can be significantly improved in Romanian
ingtitutions, which can lead to an improvement in the
results of audit missions.

However, officials have a clear understanding of the
role of the audit function within public institutions and

give careful consideration to the ethica standards
associated with this role. Both auditors and managers
frequently participate in training sessions and courses that
provide valuable information on compliance and ethicsin
this profession. These courses are conducted by
professional audit organizations, including the Authority
for Public Supervision of Statutory Audit Activity, the
Court of Accounts, and the Ministry of Finance. These
governmental bodies ensure that auditors from public
institutions receive proper training and communication,
promoting a healthy environment and encouraging
proactive  communication. According to Tiura
& Domnisor  (2018), developing an  ethica
communication framework enhances transparency and
accountability in audits, fostering a culture of trust and
ethical behavior in organizations. They conclude that
maintaining ethical standards to prevent and detect
harmful practices is a shared responsibility of both
auditors and the organizations being audited.

In recent years, significant efforts have been made to
foster a healthy climate for reporting ethical violations
within organizations. Both auditors and employees have
mechanisms available to report these irregularities.
One such mechanism is the role of the ethics advisor,
which is becoming increasingly common in public
ingtitutions. This function provides both employees and
auditors with the assurance that an independent party is
monitoring for fraudulent activity. In addition to ethics
advisors, whistleblowers play a crucia role in identifying
and reporting unethical practices. Whistleblowers serve
as an additional safeguard, ensuring that any breaches of
ethical standards are brought to light and addressed
promptly.

From the anayzed questionnaire, there are aso
severa factors emerged that could potentialy disrupt
audit missionsin public institutions.
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Resistance to change may be a challenge when it
comes to the reversal of internal audit tasks. As a person
who can effect change, auditors may face resistance when
proposing changes to current procedures or processes,
which may prevent their proposals from being adopted
(Van Peursem, 2005). Resistance to change can be caused
by many factors. The main reasons for resistance are fear
of unknown or loss of valuable things, such as job
security, social status, or comfort in existing routines
(Armenakis & Bedeian, 1999). The resistance of the
auditors is a major obstacle in implementing their
recommendations, and it can have a negative impact on
the overall performance of theinstitution. In addition, this
resistance may undermine the credibility of internal audit
functions and potentially weaken their influence within
the organization (Arena & Azzone, 2009). One good
strategy for strengthening the role of internal audit
functionsisto increase their credibility, as audit functions
must maintain strong autonomy under management and
external pressures. This can be achieved by placing the
internal audit team directly to the Audit Committee and
the Board of Directors, while at the same time overseeing
administrative matters within the range of senior
management (Stewart & Subramaniam, 2010).

From the point of view of political factors that may
affect the audit mission, it is known that the mission of
internal auditors may be limited by political influences,
particularly when some activities or departments have
political implications, where the management or
ingtitutional positions elected by political figures are
close to some politicians. In the evaluation of the
effectiveness of public policy, there are cases where the
public sector auditors compromised objectivity due to the
strong influence of politica objectives and manifestos
(Power, 1997). There are known cases where pressure is
exerted on auditors to withdraw from or resign from the
audit function in order to prevent them from influencing
the results of the audit function. This can be mitigated by
having fixed mandates (which means that they are fixed
in their positions by competition) and a fairly long
mandate that can be withdrawn only in certain
circumstances, thus protecting them from arbitrarily
dismissing them (INTOSAI, Mexico's Declaration on
Auditor's Independence).

It istrue that in public institutions in Romania, a quite
common challenge is related to insufficient or inadequate
resources for audit missions. There are situations in
which public institutions are constrained by financial
limitations by not allocating adequate resources for the
internal audit function, thus impacting its quality and
scope (Alzeban & Gwilliam, 2014). Such budgeting, in
the long run, can produce significant dysfunctions in
audit engagements because the budgeting process of an
audit is vital to the comprehensive planning of the audit
engagement. Auditors need to carefully assess the nature,
scope and timing of the procedures to be performed. This
ultimately leads to the development of a robust and
effective audit plan, ensuring its effectiveness (Bell et d.,
1997). For interna audit to work, adequate funding,
trained staff and access to the necessary data are also
required. To ensure that these essential elements are met,

it isvital that resources are secured and the value of audit
information is understood (Alzeban & Gwilliam, 2014).
In addition, poor funding alocations may have a certain
degree of influence on the independence of auditors and
their interest in this profession. The future trend is
heavily dependent on this function technology, which
will cause major changes among auditors and reorganize
theinternal audit function.

Audit findings often reveal substantial compliance
changes necessary within organizations. Conseguently,
these audits lead to implementations that must be adhered
to by entity heads, particularly where major deficiencies
are identified. Implementing significant changes requires
financial and human resources; thus, well-resourced
institutions can adopt audit recommendations more
swiftly and effectively. Conversely, resource limitations
may hinder full compliance. Additionally, organizational
culture plays a crucia role; environments that encourage
open communication and feedback tend to respond more
promptly to audit tasks and objectives. Conversaly,
environments resistant to constructive criticism may
experience delays or only partial implementation of audit
recommendations.

Public and media scrutiny, particularly prevaent in
Romania, can significantly influence institutional
responses to audit findings, driving efforts to enhance
perceived value in scrutinized areas. However, without
change-oriented management that recognizes its
responsibility to lead by example, such pressure alone
may prove inadequate.

From a collaboration point of view, in the case of
Romania, external bodies are represented by the
Romanian Court of Accounts and by the control body of
the minister to which the institution is subordinate.
These internal and external audit missions involve
discussions and dialogues in which auditors seek as
much information and documents as possible from the
respective ingtitutions. In addition to this form of
collaboration, there is also post-control collaboration in
which institutions, through their representatives, discuss
possible improvements that the auditing institution must
make and how to implement the measures. Some public
institutions have a culture of continuous improvement,
which is consistent with transparency, accountability,
and leaders, depending on the institution and |eadership.
In this case, such institutions are more likely to establish
functional relations with the audit team. On the
contrary, institutions with cultural defects could
withstand external inspection. As in other answers,
political factors are also seriously involved in this case,
as political pressure or agendas can affect the level of
cooperation with the audit team.

Can Intelligent Economy Improve Ethics in Public
I nstitutions, and in the Internal Audit Function?

According to Wassie et al. (2024), Artificia
Intelligence (Al) can enhance a company's internal audit
by reducing workload, increasing objectivity, and
delivering greater transparency. However, thereis limited
literature on the application of Al in internal auditing.
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The internal audit function must evolve with
technological advancements by incorporating smart tools,
such as Al and other automation technologies.
Thisimplementation ams to perform necessary
functions, automate repetitive tasks, and maximize
worker efficiency.

6. CONCLUSIONS

The paper explores the ethics and independence of
internal audit and control functions of public institutions
in Romania. It emphasizes the critical role of ethical
conduct and independence in ensuring the unbiased and
effective audit missions essential to public institutions
integrity and credibility. Despite significant progress
made through the EU directive and the concerted efforts
to increase transparency and objectivity, challenges still
remain, threatening the integrity of audit activities.
Themain findings of the investigation indicate that
political influences, resistance to changes and insufficient
resources are the main obstacles to maintaining the ethics
standards and independence of internal audit. Political
factors may undermine the objectivity of audits,
particularly when political appointments affect the audit
process. Resistance to change is often caused by fear of
unknown or loss of security, which inhibits the
implementation of the necessary audit recommendations.
In addition, inadequate funding and resources have
limited the scope and effectiveness of audit missions,
which have a global impact on the quality and
independence of audits. Ethical leadership and support
for organizational culture are crucia to promote
transparency, accountability and ethical behaviour in
public ingtitutions. Training and training in ethics is
essential to enable auditors to navigate ethical dilemmas
and maintain high standards of conduct.

In order to address these challenges, several measures
are recommended. Firstly, by establishing an internal
audit committee and directly entrusted to the board of
directors, it can ensure the autonomy of the auditors from
abuse of palitical influence. Secondly, in order to ensure
a comprehensive and effective audit engagement, it is
essentia to ensure sufficient resources and funds for
internal audit departments. Thirdly, the promotion of
continuous improvement and open communication in
public ingtitutions can promote the implementation of
audit recommendations and strengthen ethical practices.
Finaly, while considerable efforts have been made to
align Romanian public ingtitutions with international
ethical standards, it is essential to overcome identified
challenges in order to improve governance and public
trust. By addressing political influences, resource
constraints and cultural resistance, public institutions can
strengthen internal audit functions and ensure that they
meet the highest ethical and independent standards.
This commitment to ethical audit not only improves the
effectiveness of public institutions, but also strengthens
public trust and confidence in governance. Future
research should continue to explore these areas, focusing
on developing strategies and frameworks to further
promote ethical behaviour and independent audit in the
public sector.

Limitations of the Study

The limitations of this research are primarily due to
the limited number of responses and the scarcity of
existing studies on this topic within the internal public
audit departments of Romanian institutions. Despite these
congtraints, they did not hinder the formulation of
valuable conclusions for the scientific community.
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