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Abstract

Internal Auditing (IA) has become the focus of attention with the development of
corporate governance reform all over the world. Essentially 1A fallsinto the category
of accountability. By reviewing the latest researches on accountability theory, the
present author constructs a conceptual framework which can be used to explain and
analyze issues in accounting and auditing. With the development of accountability as
the main thread, the present dissertation provides rich background knowledge for
understanding the development of 1A’s nature, which also serves as a solid basis for
the assumption that ‘the development of accountability leads to the development

(change) of IA’. What's more, this study clearly explains that corporate
governance (CG) is a control mechanism of accountability system, and IA is an

internal CG mechanism for ensuring the implementation of accountability.

This dissertation consists of four chapters:

Chapter 1 puts forward a conceptual framework by reviewing literature from
severa disciplines. The early scholars in accounting and auditing mainly focused
their attention on information and report aspects of accountability. However, by
absorbing knowledge from social psychology, organizational theory, and sociology,
latter researches have paid more attention on factors like socia setting, human
behavior. Furthermore, a framework of accountability system including social and
organizational setting, participants, contents, behavior and monitoring mechanismsis

designed, which lays the foundation for other chapters’ analysis.

Chapter 2 retrospects to the evolution of |A’s nature, and examines every stage’s
historical background, revealing that the development of accountability system
determines the changes of |A’'s nature. Particularly, the changes of corporate

manageria structure directly influence the structures and contents of accountability



relationships, which have a substantial effect on IA. In addition, both internal
accountability and external accountability exert influence on the change of IA’'s
nature, especially that of the external legal regulations. And theories of other
disciplines, such as business management, aso have effects on the way that I1A’'s

nature has been defined.

Chapter 3 explores the relationship between CG and accountability. Through the
analysis of the meaning of CG, theoretical basis, the interaction between governance
mechanisms and accountability, and review standards, it is assumed that CG is a
control mechanism for ensuring the implementation of accountability. In addition,
several basic concepts for examining the relationship between IA and CG are
explained in this chapter. Besides, by reviewing the development of CG standards

reforms in the U.K., an accountability-oriented processis reveal ed.

Chapter 4 focuses on the role 1A plays in CG on the basis of accountability
theory. By reviewing |A literature, examining the fundamental governance activities
of 1A aswell as the relationship between A function and other governance parties, it
Is concluded that IA is an internal governance mechanism for ensuring the
implementation of accountability. Also it is avaluable resource for other governance
parties, and reviewing governance processes and risk management is the derivation
of control assurance. Furthermore, it is stressed that it is important to differentiate
the role 1A plays in CG from that in corporate management. And interna auditors
should serve as coordinators who should learn to deal with many kinds of possible

complicated reporting relationships properly.

Key Wor ds: Accountability; Internal auditing; Corporate governance
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