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ABSTRACT
The thesis aimed at exploring the role Enterprise Resource Planning (ERP) Systems
play in an organization’s continuous auditing practices. Continuous auditing
encourages innovation and improves the practice of traditional auditing through the
use of automation and computerisation. Auditing specialists and researchers have
begun to adopt a technology driven process as an approach to back up real time
assurance. The rationale of the study is drawn from previous research where the
findings argue that organizations employ the use of ERP systems because it enables
seamless access to information and automation, which makes monitoring of controls
easier. The study used Structuration Theory (ST) as the underpinning theory and
drew on the concept of duality of technology (i.e., Enactment of Technology-in-
Practice) as a lens to comprehend and deduced the social phenomenon of
continuous auditing using ERP system. This research study investigated this social
phenomenon and how it had influenced performance auditing of an organization.
The study applied interpretivism as a research paradigm and as such adopted a
gualitative approach where semi-structured interviews were used to tease out the
research objectives and questions. The outcome of the research validated a
conceptual framework which has led to a proposed general framework for practicing
continuous auditing using ERP system. All interviews data collected and accurately
captured with informed consent were subject to the approval of the selected
organization. This was not to violate the organization’s privacy and confidentiality
policies. It did not reveal any information that could potentially adversely affect the

reputation of the organization or reveal private information to its competitors.

Keywords: Continuous auditing, internal controls, business processes, Enterprise

Resource Planning, Information systems,
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CHAPTER 1

INTRODUCTION

1.1 Introduction

According to (Coderre, 2005:1) continuous auditing is a process which automatically
performs control and risks assessment on a more frequent basis. They are designed
to repeatedly check errors and verify data in real time. The necessity for continuous
auditing, and capability to deliver, has slowly become an important factor in business
information. Today, the concept of continuous auditing has become a key element in
many internal audit departments’ risk monitoring strategies. In addition, the
consideration of continuous auditing as a device to enhance external auditing has
grown (Kuhn & Sutton, 2010:91). Continuous auditing is important to ensure that
controls and risk assessments are checked automatically to meet the objectives of
the organization. Automating internal auditing processes has become attractive to
organisations as it helps to diminish cost implications and increase the effectiveness
and efficiency of the audit (Malaescu & Sutton, 2013:5).

Hunton, Lippincott, and Reck (2003) cited in Wieder, Booth, Zoltan, Matolcsy &
Ossimitz  (2006:13) explain that by comparing return on assets, return on
investments and asset turnover for ERP adopters and non-adopters, shows an
indication on the impact of adopting ERP in an organisation as well as the effect the
system has on the general performance of the firm. There is no major indication of a
performance improvement for ERP adopters. However, the financial performance of
adopters has not reduced although the performance of non-adopters has reduced
during the same period. Hunton, Lippincott, & Reck (2003) cited in Wieder, Booth,
Zoltan, Matolcsy & Ossimitz (2006:13) further argue that the continuous auditing
process modernizes and improves the manual auditing process by using technology
and automation. Considering the entire number of transactions, monitoring and
testing will improve the effectiveness of an audit, which will inevitably lead to better

performance due to the likelihood, inaccuracies which are material, oversights, and
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fraud may be discovered. (Njeru, 2014:206) argues that companies in the public
sector that wish to obtain overall efficiency have chosen to merge their functions into
a singular platform and that platform is ERP. O’Brien and Marakas (2009) Cited in
Njeru (2014:206). The ERP system is the technological support system of e-
business; it is an enterprise framework for transactions which is connected to various

operations of a business (Chan & Vasarhelyi, 2011:157).

Vliet, (2011:6) argues that ERP is deemed as a system that is implemented to
improve the performance of an organization. The primary role of an ERP is to
support business activities. The system is created to incorporate into one system, all

departmental units and functions within the organisation.

The research argues that lack of continuous auditing in many organisations has
resulted in unproductive use of organisations’ time and resource due to increase in
data management systems. Investigation revealed that there has been little research
conducted to determine the role of ERPs Implementation for continuous auditing.
ERP as a business or corporate strategy is different from ERP systems where the
latter is a means of implementing the ERP. Therefore, the integration of these
systems should be investigated in other to adequately understand how they impact

organisation’s performance.

Continuous Auditing is regularly viewed as part of many techniques used by Internal
Auditing to deliver reasonable assurance that the business operational controls are
designed properly, designed and working, as it should. A more current interpretation
is that continuous auditing is an application that automates processes and is used to
provide assurance over financial or operational controls. (French, 2011:2). This
research study investigated a social phenomenon; the role of ERP in continuous
auditing and how it influences performance management in an organization. A
selected organization in Cape Town was used as a case study to tease out this
phenomenon. An interpretive case study approach was employed to support multiple
data collection methods. The research makes use of structuration theory and
especially, Enactment of Technology-in-Practice (Orlikowski 2000) as the
underpinning theory. Enactment of Technology-in-practice (ETiP) which was derived

from Giddens' (1984) concept of duality of structure and action will be used as a
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guide to comprehend and construe the issues influencing performance management
from the perspective of continuous auditing. The envisaged research outcome was a
framework to improve performance management of a selected organization in Cape

Town.

1.1.2 Terminology Used

The research study used terminology, which might mean differently to other readers
and as such need to be explained

Continuous Auditing: The use of audit procedures from constant evaluation of
controls to continuous risk assessments on frequently or on a regularly. Technology
is an important factor in the continuous audit process as it assists in automating
examination of trends and pattern analysis of key numeric fields (Coderre, 2007:1).
Performance Audit: An independent auditing procedure used to evaluate the
measures put in place by management to ensure that allocated resources are
economically purchased and utilised efficiently and effectively. Performance auditing
is described as a system of objectively assessing the activities or processes of a
government or program in other to determine its effectiveness, economy, or
efficiency. The outcome of the assessment is provided to managers, ministers and
legislations along with recommendations for improvements due to their responsibility
for passing the recommendations and providing accountability for correction (Morgan
and Waring, 2007).

Enterprise Resource Planning: This is defined as an integrated software solution
that extends across series of business processes which allows companies the ability
to have a general or complete assessment of the business enterprise (Ehie &
Madsen, 2005:545). The improvement and constant use of ERP systems provides
the organisation with the essential infrastructure which is of importance in order to

achieve effective development of assurance function. (Kuhn & Sutton, 2010:109).

Performance Management: The process by which managers and employee team
up to organise, monitor and review the organisation objectives, work objectives and
general contribution to the organisation is performance management. Performance

management has become more than just an annual performance review; it is the
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continuous process of laying out objectives, evaluating progress and providing
regular training and feedback to ensure that employees are meeting their objectives

and career goals. (Council.ca, 2015:1)

Internal Controls: Internal controls are developed and put in place to help
management have control over general activities and operations of the organisation

in order to achieve organisational objectives. (Njeru, 2014:208).
1.3 Research Rationale

1.3.1 Background

The ERP software guarantees organisations vital benefits which are: reduction of
costs; less inventories; high productivity; enhancing operational efficiency; reaching
or achieving competitive advantage; and advancing the reorganization of internal
resources (May, Dhillon and Calderia, 2013: 98). One major objective of ERP
systems planning is that it helps minimize costs. The decrease of cost is repeatedly

highlighted as the most important objective in adopting ERP (May et al., 2013:101).

The implementation of an ERP system does not only deal with the change of
hardware and /or software systems, rather it involves changing the organisation to
attain an advanced level of performance through improved and modernized business
process. Strategic conception and successful execution of the ERP system can
transform the way organisations operate their business for the better (Ehie &
Madsen, 2005:555).

Ehie & Madsen (2005:555) further argue that successful implementation of ERP
drives “continuous monitoring and self-diagnosis throughout the implementation
process.” Continuous assurance, as stated by (Alles, 2008:128) is defined as the use
of current computerized systems rather than traditional systems that is used to
perform audits. Kuhn & Sutton (2010:94) classify continuous auditing as a different
phase towards the development of auditing from manual to computerized systems to
automated auditing systems. Davenport and Short, (1990) cited in Alles et al.,
(2006:138) state that in other to provide assurance in today’s business environment,

a comprehensive understanding of the perpetual variations in the way today’s

15



businesses perform their activities is important. A crucial look at businesses in the
last two decades entails deconstruction of a business into its essential business
processes. A business process (BP) is “a set of logically linked assignments which

are performed in order to reach a definite business outcome.

The experience with ERP implementations shows that the road toward successful
large-scale implementations of continuous auditing will be a difficult one. As
continuous auditing software and process develops and becomes consistent over
time, it will probably take the route of ERP in integrating best business practices and
industry-specific alterations of their packages. This will generate an opportunity for
the firms to revise their audit programs at the time of continuous auditing
implementation (Alles, 2008:206). This research is to ascertain if indeed ERP

systems facilitate continuous auditing.

The main objective therefore was to explore the role that ERP plays in supporting
continuous auditing to improve performance management. To address the main

objective, the following sub-objectives were derived:

e To investigate the factors affecting continuous auditing;

e Investigate how ERP systems’ implementation can influence continuous
auditing in an organization; and

e Recommend continuous auditing framework of performance management for

organizations.

1.3.2 Problem Statement

Lack of ERP has led to insufficient continuous auditing which have created
performance auditing challenges in many organisations in South Africa. Hunton,
Lippincott, and Reck (2003) cited in Wieder et al (2006:13) state that firms that adopt
ERP in comparison to firms that do not adopt ERP does not signify better
performance. However, the financial performance of adopters did not reduce, while
the performance of non-adopters has declined during the same period. Through the
use of technology and automation, continuous auditing transforms and advances the

practice of traditional auditing. Practitioners and researchers are starting to accept of
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a technology driven process as an approach to back up real time assurance. In
continuous auditing environments, mistakes over a restricted set of processes rarely
occur in information systems. This influences an auditors’ decision to investigate
irregularities that deal with any audit procedures requiring judgement and
professional uncertainties than executing monotonous audit procedures (Pairat &
Jungthirapanich, 2005:28). Dlodlo (2011:1) explains that ERP grant visibility of
information throughout the enterprise and facilitates smooth access to information.

The implementation of information technology and systems has enhanced business
operations. Considering the entire number of transactions to be monitored and
tested, information technology improves the effectiveness of an audit. This reduces
the occurrence of material misstatements and omissions, thus leading to better
performance. (Njeru, 2014:206) argues that companies in the public sector that wish
to be efficient have opted to integrate their functions into a singular platform, which is
the ERP system. O’Brien and Marakas (2009) Cited in Njeru., (2014:206) ERP is the
technological backbone of e-business, an enterprise transaction framework with
links into sales, order processing, inventory management and control,
production and distribution planning, and finance (Chan & Vasarhelyi, 2011:157).
Vliet, (2011:6) argues that ERP is deemed as a system that is implemented to
improve the performance of an organization. The primary role of an ERP is to
support business activities. It is designed to integrate all departmental units and
functions within an organisation onto a single computer system that can serve each

department’s particular needs.

Therefore, the integration of these systems should be investigated in order to

adequately understand how they impact on organisations performance.

1.3.3 Aim and Objectives

Given the problem statement, the aim of the study was to explore the role of ERP on
continuous auditing and how it could influence performance audit in organization
e.g., a Municipality. To address the aim, the main objective is to investigate what had
contributed to the lack of enterprise resource planning leading to insufficient

continuous auditing and creating performance auditing challenges in an organisation.
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1.3.4 Research Questions

The following research questions have been derived to address the objective of the

research
Research question How can continuous auditing improve performance
management?
Sub-questions Methods Objectives
What are the effects of ERP | ¢ Interview To identify the importance of
on continuous auditing? e Literature review ERP in continuous auditing.
How does the use of ERP in | ¢ Interview To determine how the use of
continuous auditing e Observation ERP in continuous auditing
influence business influences business operations
operations?
How does continuous e Literature review To determine how the use of
auditing influence e Interviews ERP in continuous auditing
performance management? influences performance
management

18



1.4 Overview of Research Design

The research design, which is discussed in Chapter 4 of this thesis, is based on the
details of research philosophy (interpretivism), research perspective (qualitative
research), and data collection technique and analysis using structuration theory as a
guide to analysis of findings.

1. 5 Delineation of Research

Due to the fact that the size of the targeted population is unknown and this research
study made use of purposive sampling, all respondents adhered to a specific set of

rules in order to render their responses as valid:

e The study focused specifically on one organisation as a single case study in
South Africa.

e Respondents were limited to IT Audit managerial staff that work with the ERP
system in the city of Cape Town.

e The study focused on the IT Audit department/function of the respective

organizations.

1. 6 Ethical Considerations

The ethical consideration related to this project was largely located in data collection.
All data collected via interviews was subject to the approval of the selected
organizations to ensure that it did not violate the organizations’ privacy and
confidentiality policies and did not reveal any information that could potentially
adversely affect the reputation of the organization or reveal private information to its
competitors. The anonymity of the interviewees was treated as confidential. The
interviews were subject to review by respondents to ensure that their responses
were captured accurately. The statements during the interviews were presented as is
and were not changed in any way to suit the study or affected the results.

Interpretations of the study were based on the concept of structuration theory.
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1. 7 Research Contribution

At the end of this research, factors influencing continuous auditing with ERP systems
in an organization were analysed. It provided a general framework that can improve
the existing knowledge of continuous auditing in an organisation. The research
contributed to the existing body of knowledge on continuous auditing in an
organisation and ERP systems in general; it also offered new insights on the effect of
continuous auditing assisted by ERP systems. The result of the study was presented
as a general framework to guide effective continuous auditing. The application of
structuration theory was used to tease out auditing and performance management.
Therefore this study provided new insights on how structuration theory can be
applied to understand and interpret socio technical processes in an organisation.

This research will be useful to organizations, managers and any interested person.

1.8 Dissertation Overview

The dissertation consists of five chapters, and these chapters are briefly described
as follows:

Chapter 1: Introduction

This chapter introduces the dissertation by describing the background of the
research, the terminology used, and the research rationale. The research problem,
research questions, and objectives of the research are further outlined, and the
research methodology, scope of the research, and an overview of the research
layout are given.

Chapter 2: Literature review

The chapter introduces the relevant literature and the role ERP plays in enhancing
continuous auditing. A conceptual framework was developed based on the literature
reviewed and was used to direct the data collection and analysis. The chapter further
examines literature with regard to continuous auditing, the standards that govern IT
audit process, ERP and how it influences continuous auditing processes. In this
chapter, continuous auditing processes were discussed.

Chapter 3: Underpinning Theory
20



This chapter introduces the theory, which will be used as a guide to comprehend and
construe the problem. A conceptual framework will be developed using this theory as
a guide to tease out the factors influencing performance management, internal

controls, business process and compliance with company policies and procedures.

Chapter 4: Research approach

The chapter introduces the methodologies considered for the study and discusses
the underpinning theory. It further introduces the City of Cape Town and the
University of Technology chosen for the fieldwork in the case study used for the
research.

Chapter 5: Analysis and interpretation of data

This chapter examines and interprets data collected through the interviews and
guestionnaires. It discusses possible solutions in respect of the findings. The findings
are used to propose a general framework to help govern IT audit process using ERP
and to recommend continuous audit practices.

Chapter 6: Recommendations and conclusions

This chapter provides a summary of the research findings, possible
recommendations for continuous auditing practices, and outlines further studies in

terms of future work, as well as conclusions.

1.9 Chapter Summary

Table 1 .1 Summary of Chapter 1

Research Study Scope

1. Introduction of the | Introduction to the main items of this research was done in this
chapter chapter. The researcher reviewed the concept of continuous
auditing and ERP systems in order to gain preliminary

knowledge of the research environment.

2. Background of the | The origin of the research problem was provided.

research problem

3. Research These were discussed in 1.3
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Rationale/Objectiv

overview

e
4. Statement of the | Based on the study of Pairat & Jungthirapanich (2005:28) and
research problem | subsequent reported evidence, the research problem was
highlighted: The primary role of an ERP is to support business
activities. It is created to have the ability to incorporate each
departmental section and units throughout the organisation.
The aim then is to investigate the role of continuous auditing
and how it influences performance management using
Enterprise Resource Planning (ERP) in a selected organization.
5. Research These were discussed in 1.5
guestions
6. Overview of | These were discussed in 1.6
research design
7. Research These were discussed in 1.7
Delineation
8. Ethical These were discussed in 1.8
Considerations
9. Research These were discussed in 1.9
contribution
10. Dissertation These were discussed in 1.10
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Chapter 2

LITERATURE REVIEW

2.1 Introduction

In the previous chapter, the perception that ERP systems support business activities
and can integrate all departments and functions across a company which could
improve business processes and performance was highlighted. To confirm this
perception, the researcher will investigate the role of continuous auditing and how it
influences performance management using ERP in an organization. In this chapter,
relevant and existing literature has been reviewed to establish whether previous
research of this kind has been carried out. Although, a study of the risk in
implementing ERP in an organisation has been carried out, there is inadequate
research information on ERP implementation with continuous auditing and the
influence ERP systems have on internal auditors’ capacity to manage risks (Saharia
et al., 2008:579). Literature review was conducted on continuous auditing and ERP

systems so as to understand the phenomenon under study.

According to Alles (2008:195) improving on the work of Vasarhelyi and Halper
(1991), this paper shows that the concept of continuous auditing has been fairly
implemented and the results evidently revealed that the dire point of continuous
auditing (CA) is to make auditing move nearer to the day to day processes, and

away from the traditional retrospective annual inspection of financial statements.

A. Elragal & M. Al-Serafi (2011:16) study points out that some organisations’ have
been able to attain substantial benefit after the adoption of ERP. However, some
studies indicate that only few benefits have been achieved after adoption. The
identified gaps stemming from the literature reviewed and the understanding thereof
led to the development of a proposed conceptual framework as mentioned in chapter
3.

This chapter also provides a general discussion and understanding about the
concept and purpose of continuous auditing, ERP systems and business processes

and how the conceptual framework helped frame the data collection, analysis
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instrument and interpretation. The subsequent section begins with the review of
literature about the need to adopt continuous auditing in an organisation and
integrating the process with ERP systems. This is in order to provide the reader with

solid foundations for review of literature.
2.2 Internal Audit Function

2.2.1 Internal Control

Internal auditing is an independent, objective assurance and consulting activity
designed to add value and improve an organization’s operations. It helps an
organisation accomplish its objectives by bringing a systematic, disciplined approach
to evaluate and improve the effectiveness of risk management, control and
governance processes (Coetzee et al., 2012:4). (Shamsuddin & Johari (2014:303)
extracting from the study of Ali et.al (2012) and Arel, (2006) point out that the
internal audit function exists to assist members of an organization to advance the
performance of their activities, they further explain that the internal audit function has
become more important due to the fact that an effective internal audit function is
considered as a method used to solve the problem of system breakdown that is used

for business reporting, internal control and ethical behaviour.

Shamsuddin & Johari (2014:303) remarks that the major role and responsibility of an
internal audit function is to assess and deliver reasonable assurance that control,
risk management and governance systems are operational as planned and will
assist the organisation in achieving their set objectives and goals. The internal audit
function also involves reporting risk management issues and internal control
shortages that have been identified directly to the audit committee as well as provide
recommendations which will improve the organisation's operations, to achieve both
efficient and effective performance, and maintain an open communication line with

management and the audit committee.

According to Coetzee, du Bruyn, Fourie & Plant (2012:21) with the development of
computerised systems, there have been swift changes in the method and speed with
which transactions are captured and processed. With the use of electronics in

processing transactions, it is complicated for the auditors to observe the audit trail as
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the audit trail no longer exist however; most transactions are executed without any

human intervention.

Shamsuddin & Johari (2014:1) study on internal controls explains that the typical
focus of internal auditing is on good internal control and compliance towards policies
and rules to certify that the organization is operated in effective manner and
therefore able to achieve its objectives. Drawing from the knowledge of Ali et al
(2012), Shamsuddin & Johari (2014:1) additionally explain that the theoretical aspect
of the internal audit function exists to assist members of an organization to improve
the performance of their activities. Drawing from (committee of sponsoring
organisations) COSO’s 2013 framework, Mcnally (2013:3,4) argues that major
theories concerning internal control are timeless. He further argued that the
organisation’s board of directors, management, and other personnel could also affect
the internal control process. The internal control process is developed to assist in
ensuring the reassurance regarding achieving set goals, which relates to the
organisations operating process, production of reports, and complying with laws and
regulations is provided. Shamsuddin & Johari (2014:302) emphasise that internal
control system consist of policies and procedures, which are developed by
management to manage risk and provide reasonable assurance that the
organization’s objective, would be achieved. Arens et.al (2008) cited in Shamsuddin
& Johari (2014:5) contend that the objectives of the internal control system are to
ensure that the financial report produced for the year is reliable, all operations are
functioning efficiently and effectively as well as compliance with law and regulations.
Internal control system comprises of five important features, which include: control
environment, risk assessment, control activities, information and communication and

monitoring.

According to Njeri, (2014:7) control environment is the basis for all the other
constituents of internal control. Control environment involves ethical values and
integrity of management responsible for creating, administering and monitoring the
controls, management and employee commitment and competence in performing
duties assigned, audit committees, management philosophy and operational
technique as well as organizational structure. Njeri (2014:7) further explains risk as
the process of carefully assessing factors that could possibly affect the achievement
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of the organisation’s objectives by systematically analysing and identifying risks that
are applicable to the organisation and associated with achieving the objectives of the

organization are properly carried out.

Policies and procedural guidelines should be properly and accurately documented to
help determine how the control activities are to be executed, while monitoring of
controls process is overseeing that internal controls are structured to be effective
and efficient. This helps also to determine the functional productivity of the system
over time. Millichamp (1999) study on internal control systems, as further explained
by Njeri, (2014:6)for smooth running and controlling of a business, operational and
financial reports are essential. Therefore, the adoption of internal control and
information system is crucial for firms that produce such reports. The availability of a
functional communication system need be present, with open communication

channels for easy flow of information throughout the organization.

2.2.2 Risk Assessment

A risk according to Miles & Jazaie (2011:6) is the likelihood of an event occurring
which will affect or could interrupt the organisation from achieving their objectives.
Vacca (2017:1) drawing from The Committee of Sponsoring Organizations of the
Treadway Commission (COSO) define “risk” as any event that can keep an
organization from achieving its objectives using the COSO model as a guideline,
Vacca (2017:1) notes that there are four major areas in which risk is viewed. These
areas include: operational risk which involves processes and procedures; financial
risk; data developing into internal/external statements; regulatory risk which is

centred on federal, state, local, organizational policy, and reputation (institutional).

PriceWaterHouseCoopers (2003:7) argue that it is important for internal audit to
develop a systematic and efficient means to analyse risk. By performing risk
assessment, the auditor is granted the opportunity to evaluate the influence of
prospective events on achieving business objectives. The process of risk
assessment starts with identifying the audit environment. Understanding the

organisations business model and key business objectives is essential. In order to
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understand the organisation’s business model, the auditor will have to communicate
with stakeholders and their understanding of the audit environment, key business
objectives and risks inherent in the achievement of those objectives. Nair, Purohit &
Choudhary (2014:551) contend the risk identification has a role to play in the

success of risk management.

Management should identify organisations inherent risks, which are risks that exist in
an environment without the benefit of internal controls, and residual risks, which are
risks that exist after putting into consideration the controls which management has
implemented to mitigate or transfer the risk. Asemeit, (2014:8) explain that the
occurrence and impact of disruptions (internal or external) to business activates due
to risk events differ significantly across various firms depending on the nature of
activities and the complexity or simplicity of internal risk measurement standards and

control mechanisms.

According to Daujotaité ( 2013:221) the risk-assessment based approach has
increasingly become an important aspect for carrying out the supervision of
institutional performance as well as their valuation and audit. Daujotaité (2013:221)
further affirms that the role that audit and auditors play is essential in the life of the
society, the process of performing statutory audit is essentially perceived as
performing the functions of a supervisory authority. Drawing from the green paper
Audit policy of the European Commission (2010), Daujotaité (2013:221) emphasizes
that a key contributor to financial stability should be performing an audit, alongside
supervision and corporate governance, this system helps provide assurance on the
accuracy and reliability of the financial health of the organisation. The risk of
misstatement should be reduced by this assurance, reducing the costs of failure,
which would otherwise affect the organization’s stakeholders, as well as by the

broader society.
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Figure 2.1: The Internal Audit Function
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2.3 Continuous Audit Process

Rezaee et al (2001:153) indicates that it has become possible for organisations to
conduct their business transactions electronically and prepare their financial
statements on an online and real-time system due to increasing Information
Technologies. Real-time accounting (RTA) systems produces major financial
information and audit proof automatically. Moorthy, Seetharaman, Mohamed,
Gopalan & Lee et al (2011:3530) expanded on David Coderee (1993) explanation
on the effect computer assisted audit tools and techniques (CAATT) based programs
has in automating certain audit function in the organization. With the assistance of
CAATT based applications, auditors now have the ability to identify high-risk, high-
materiality sites as well as generating transaction lists for manual review. This helps
to reduce the risks associated with high-risk materials and promoted the internal

control process.

Rezaee et al (2001:151) further argue that the modification in business process that
eliminates the use of traditional method to obtain information requires establishing
new audit measures to conduct financial audit. The independent auditor will be
required to employ CA when majority of the information needed is available only in
electronic form under the RTA system; this will automatically invoke change in
certain audit procedures. Malaescu & Sutton, (2013:12) on knowledge gained from
the Conceptual Framework for Financial Reporting Accounting & Board, (2010) and
COSO framework Mcnally, (2013) explain that in a continuous audit environment,
financial information and controls associated with it are audited on a continuous (real
time) basis, which increases both the timeliness and verifiability of the financial data
as any inconsistencies are reported and are fixed as they are detected, in
accordance with the effective internal control principle of information and
communication. (John, 2009) explains that the efficiency formed from embracing
technology and implementing continuous auditing assists in the completion of the

internal audit plan.

The key steps to the implementation of continuous auditing as emphasized by de

Aquino, (2008) are listed and explained below:
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2.3.1 Establishing priority areas:

The organisations audit plan and risk management program should include a
decision making process to decide which organizational areas should be audited.
Certain areas should be considered when determining significant areas to
continuously audit, such as: identifying and breaking down the risky areas of critical
business processes that need to be audited. Estimate if the cost of implementing
continuous audit process for risky areas is beneficial to the organization.
Management should consider continuously auditing corporate functions due to their
complexity. Applications used to audit should exhibit timely results, as this will benefit
the organization more as lengthy prolonged efforts could reduce the provision for

continuous auditing.
2.3.2 Identifying, monitoring and continuous audit rules:

In the second phase, rules that guide the continuous audit activity will be determined.
These rules need to be programmed, repeated and reconfigured when needed.
Control monitoring and auditing procedures need to put into consideration the legal
and environmental issues of the organization, and the objectives of the particular
process being monitored. The organizations environment and compliance
requirement could affect how continuous auditing will be implemented in the

organization.
2.3.3 Determining the process' frequency:

Knowing that increase in testing frequency has significant benefits, the extraction,
monitoring and processing of testing results might increase the costs of the
continuous audit activity. Therefore, the cost-benefit quotient of continuously auditing
a certain function must be put into consideration prior to its monitoring. Additionally,
an audit control panel should be put in place to work alongside other continuous
audit function tools. This helps to check consistency and disparities. Therefore, the
basic trait of continuous audit objectives such as prevention, may determine its

occurrence.
2.3.4 Aligning the constraints of implementing a continuous audit plan:

It is important to configure guiding rules before implementing the continuous auditing

procedure. Due to changes originating from the activity being audited, the regularity

30



of each set limitation might need to be updated after its initial setup. Therefore, rules,
initial limitations, and the regularity of the activity should be made clear prior to the
initiation of the continuous audit process, these processes are reconfigured
depending on the set parameter's monitoring results. Additionally, the classification
of information which has been audited into smaller groups permits easy monitoring of
activities as well as allowing management to set those limitations properly.

2.3.5 Following up:

This parameter relates to how alarms and detected errors are managed. Once an
alarm is triggered, the process manager, the manager's immediate supervisor, or the
auditor in charge of the continuous audit process receives an alert. This parameter
should also indicate when the follow-up activity must be complete. In addition to the
areas that require attention when creating the continuous audit process, the
continuous audit activity should include carrying out the follow-up exercise. Including
checking and reconciling alerts before doing a follow-up by observing other roots of
data and waiting for similar alerts to occur again before following up or carrying out

conventional intense guidelines.

2.3.6 Communicating results:

Finally, communicating results with auditees is an important aspect of the steps. Itis
important that auditees get an independent and consistent result about the
continuous audit activity. The risk of collusion should be taken into consideration
when developing and implementing communication guidelines and follow-up
procedures. A large number of research on fraud shows that fraud is majorly
collusive and can be executed by an internal or external party.

The diagram below shows each process.
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CONTINUOUS AUDIT IMPLEMENTATION STEPS
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Figure2.2 Continuos audit implementation step

Source: https://iaonline.theiia.org/six-steps-to-an-effective-continuous-audit-process
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2.4 Continuous Auditing and Performance

Rezaee, Elam & Sharbatoghile. (2006:150) affirm “making high-quality and timely
decisions depends in part on the quality of the data and the existence of on-line and
real-time information. Electronic and digital information is more flexible, accessible,
transferable, and can be more easily stored, summarized, and organized than paper
information”. Continuous auditing uses audit methods, which range from regular
control valuations to continuous risk assessments on a regular basis. Technology is
an important factor in the continuous audit process as it assists in automating
examination of trends and pattern analysis of key numeric fields (Coderre, 2007:1).
With continuous auditing in place, auditors are able to assess management
competence in monitoring controls as well as measuring risk areas and assisting IT
auditors in providing independent assurance regarding the effectiveness of the
control system and risk management process. (Coderre, 2007).

(Coderre, 2007) further argues that continuous auditing helps IT auditors to:

= Create an active strategy which focuses on risks by measuring each risks
varying stages regularly;

= Assisting individual audits scope and objectives by helping the audit team in
gaining improved knowledge of the basic or inherent features of the trades
completed,;

= Perform detailed level of test of controls in other to assess levels of
compliance;

= Potential fraud, waste, and abuse should be identified by devising mediums to
detect improvement in information support tests as well as fraud; and

= Ensure that auditors receive adequate access to, and the understanding of,

key business information systems by supporting audit independence.

Organizations are highly exposed to assorted new risks such as: compliance and
regulations, fraud schemes, operational inefficiencies, and errors that can lead to
financial loss or reputational damage (Kpmg, 2012:1). Therefore, organizations
attempt to explore creative mediums to enhance performance, asses and manage
risk by implementing continuous auditing (Kpmg, 2012:1). CA methodology utilizes

IT ability to capture data in its raw form in order to successfully attain timely audits.
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The continuous monitoring of business process controls is a crucial aspect of
continuous auditing (Alles et al.,, 2006:138). Pierre & Aboa, (2014) argues that
Continuous auditing enables flexibility of producing reports. Reporting of the financial

information to various stakeholders is easily done to meet the needs of stakeholders.

Internal auditors are required to audit control activities as well as monitor the
organization’s risk profile and be highly involved in identifying areas to improve risk
management processes(Auditing, 2010). Rezaee et al, (2006:152) acknowledge that
continuous auditing increase the quality of financial audits by permitting auditors to
pay more attention in understanding a client's business and industry and its internal
control structure which also helps monitoring organization performance easier.
Malaescu & Sutton, (2013:8) draws on the study of Viator and Curtis (1998) and
Hunton et al (2008) affirming that auditors with technical backgrounds deem
automated control techniqgues as more effective than manual ones, while more

frequent monitoring discourages management misbehaviour.

Coderre, (2006), cited in Malaescu & Sutton, (2013:6) While traditional audit
techniques focuses on testing a small sample of the total transaction population,
continuous audit modules allow for the timely identification of inconsistencies and
weaknesses in the company policies and controls by monitoring all transactions in

real-time .

The table below depicts a summary of the accounting cycle and the associated audit
process. It shows the process of CA in an RTA system. According to Rezaee et al,
(2001:152).The process includes: identifying monetary proceedings, measuring and
recording of monetary proceedings, identifying the presence of an adequate internal
control and preparation of financial statement.
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Figure 2.3: Summary of the accounting cycle and the associated audit
process
Source: Zabihollah Rezaee, Rick Elam and Ahmad Sharbatoghlie, (2001).



With the implementation and use of CA in an organisation, the audit engagement
cost will be reduced. Auditors are able to efficiently and easily test a greater
transaction with CA. The amount of time and cost which auditors spend on
traditional/manual examination of transactions can be reduced by CA (Rezaee, Elam
& Sharbatoghlie, 2001)

Mcnally, (2013) cited in Malaescu & Sutton, (2013:10) with the existence of
measurable or quantifiable ineffectiveness in previous years, affects the assessment
of the control environment. Whereas, the existence of a continuous audit system will
positively affect assessing control activities, information and communication, as well
as monitoring activities as enunciated within the COSO framework. Searcy &
Woodroof, (2003:46) give details of the components of CA, which include web
servers that allow access to client database. The CA environment which represents
real-time data flowing through the clients system and the auditors monitoring device,
the continuous audit agreement, the continuous audit, the transmission of

information between parties and the reports which provides assurance.

CA is dynamic in nature, which means the continuous audit process can be
manipulated by the auditor. The auditor can reconfigure these activities according to
the internal auditing plan, depending on the current data on the system. Therefore,
by monitoring particular configurable items, continuous auditing provides an

additional level of controls and acts as a Meta control.
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Figure2.4 lllustration of the continuous audit process' dynamic nature
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Source: https://iaonline.theiia.org/six-steps-to-an-effective-continuous-audit-process

2.5 Benefit of Information Technology in Audit Process

John (2009:1) states that with technology, regular checks of specific internal controls
can easily influence the automation of audit activities. By this means, internal
auditors have sufficient time to provide knowledge to their respective organizations.
He further argues that as a way to develop an efficient risk management process,
audit functions are focusing more on technology. In developing the audit process,
competencies formed from the implementation of technology and continuous
auditing indicates that the audit department is situated in a better place to complete
its audit plan, which is a significant challenge for many audit departments.

The application of information technology in audit management is ensuring that an
operative audit team exists to assist in guiding audit resources to attain concentrated
advantage for the organization (Moorthy et al., 2011:3532). The diagram below

explains this process further.

: Software and
Identify

L Hardware to Assist
Guidelines to Best

. Auditing Process
Practice

Application of IT
to Internal Audit

Software and

Identify Guidelines Hardware to Assist

to Best Practice

Auditing Process

Figure 2.5 Use of information technology in audit management

Source: (Moorthy, Seetharaman, Mohamed, Gopalan, & Lee 2011)
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The diagram above is a framework created by (Moorthy et al., 2011) explaining the
process of IT application to internal auditing, these processes involve revising
processes and activities as well as information that suggests high risks, making sure
that audit engagements are prepared and managed, keeping audit records of both
past and present, directing and continuously improving workforces, and establishing

an effective communication line with each management and stakeholders.

ISACA (1998) and Yang & Guan (2004:554) cited in Rahman Abdul, Aida Binti Lope,
(2014:462). Defines IT audit objective as a declaration of the anticipated outcome or
mission to be accomplished by effectively applying control procedures in a certain IT
activity. The method in which auditing is conducted is influenced by regular
improvement of technology. Nevertheless, the general audit objectives do not
change. An audit criterion is defined in a quantifiable manner which includes policies,
procedures and standards which an organization should obey. The implementation
phase consists of the assessing or evaluating the IS process by adhering to specific

procedures, applying audit techniques and methodology to collect audit evidence.

Rahman Abdul, Aida Binti Lope, (2014:462) agrees with Majdalawieh et al.
(2012:307). Study explains that as a result of the expansion of business and
networks, processing systems have become more complex, the necessity to secure
the system and the system’s internal controls becomes crucial. Therefore, it is critical
for a continuous assessment to provide accuracy and reliability of the systems. CA
allows auditors to observe internal controls structure in general and provides the
competence capability to carry out audit recurrently as well as offers the capability to
enlarge the degree and the scope within critical areas of the organisation.
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2.6 Information System Audit

According to the International Systems Audit and Control Association (ISACA),
information systems auditing (IS) is defined as an organised system or procedure
that gathers, organises and stores information. This procedure determines the
integrity of the system and its related resources. Information systems provides
relevant and reliable information which assists in achieving organisational goals
effectively as well as providing internal controls that ensure reasonable assurance is
provided. Information systems audit is any audit that includes the assessment of
computerised information processing systems, and the associated manual system.
Therefore, IS audit is a subsection of the standard/regular auditing process (Magee,
2016:1).

Singleton (2010:1) findings show that a major tool used in conducting audits,
especially fraud and IT audits is the use of a computer-assisted audit tool (CAAT).
Janvrin et al (2008:1) reports that his study of Auditor Acceptance of Computer-
Assisted Audit Techniques systems shows that the complexity of IT affects the
nature of audit testing. This finding is supported by Vasile-Daniel (2010:1) replication
of his study on how financial auditors use CAATS and observe ERP systems. He
argues that; auditors are now required, by their professional standards and the
existing environment in which they work, to completely employ the use of computer-
assisted audit techniques especially when auditing organizations that have difficult
information systems such as ERP in place as this system generates specific risks
due to reengineering and customizing business-process. The analysis of Magee
(2016:1) report suggests that there are two major steps to undertake while planning
IT audit which include: firstly gathering information and organising them and the and
the next phase is to understand the current internal control structure. Organizations
are gradually moving towards a risk-based audit approach system to measure risk.
This system helps an IT auditor to decide if it will be appropriate to carry out
compliance tests or substantive tests. In identifying inherent risk, the auditors rely on
general operational knowledge gathered about the company. Such risk assessment
decision helps to understand the cost effect of implementing a certain control to
mitigate a risk. While gathering information, the IT auditor needs to identify these five

items:
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« understanding the organization environment,
e Audit outcome of previous years,

« Current finance/financial statistics,

e Governing body status, and

¢ Inherent risk assessments

ISACA (2008:2) cited in Vasile-Daniel (2010:491) indicates that information
systems audit and control assessments reflects that in performing audit
procedures, CAATs may be used. CAAT may be used in testing transaction
details and balances, performing analytical review techniques, carrying out
compliance tests of IS general controls doing compliance tests of IS application
controls and infiltration testing. During the audit plan, auditors need to employ the
use of an applicable combination of manual techniques and CAATSs.

A framework was developed by the IT Governance Institute and the Information
Systems Audit and Control Association (ISACA). Rouse, (2016:1) explains that
this framework was developed as an instrument to help the implementation and
improvement of information technology and management practices. The COBIT
framework was published in order to establish a mutual communication language
for business executives to interact with each other about set goals, objectives
and results. The latest version of this framework places emphasis on the value
that information technology governance can provide to a business' success. It

additionally gives an insight about enterprise risk management.

2.7 ERP and Performance Audit

Performance management is system of unified effort between managers and
employees work together in order to organise, monitor and review the work
objectives of employees as well as their overall contribution to the organization.
Performance management is beyond the annual review of performance; it is also the

incessant routine of providing training for employees and setting career objectives to
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ensure that their career goals are being met (Council.ca, 2015:1). The establishment
of internal controls is to assist management in having control over general activities
and operations of the organisation in order to achieve organisational objectives. ERP
affects various fundamental features of a company’s operations. Therefore, being
able successfully implement and use is vital to performance and survival (Njeru,
2014:208).

Wieder et al., (2006:15) argue that results from a univariate analysis of performance
variances over periods of time indicate that the adoption of enterprise systems show
a considerable higher differential performance in their second year after the
completion of the system. The optimization of the usage of ERP software requires
continuous controlling of the system usage (Rosemann, 1999:774). According to
Coresponding & Chen (2010:28) the dependability between the ERP system and an
organisations business process differs according to the performance in the systems
implementation that is selected by an organisation. Irani and Love (2001)(cited in
Coresponding & Chen.,2010:30) argued that in order for an organisation to achieve
performance, it is important that there be a sync between ERP systems and the

organisations’ business strategy.

ERP is adopted in many organizations in an attempt to improve business
performance. Elragal & Al-serafi (2011:2) further argue that firms purchase ERP
systems for technical gains or for improving operational performance and efficiency.
The performance of ERP systems depends entirely on how it is installed, configured
and rolled out. When effectively installed, the system could enhance performance
and better information gathering. (Dlodl0,2011:68,1).

Elragal & Al-serafi, (2011:5) draws knowledge from Pilat (2004) reporting that when
an organisation employs the use of information technology, the comparative
efficiency when equated to non-IT users surges. The combination of IT technologies
can produce higher positive results on productivity. Nicolaou,(2004) Cited in Elragal
& Al-serafi, (2011:5,6), The effective management of IS applications such as the
ones linked to ERP can also be identified as a system that contributes to

performance growth.

41



Kang et al. (2008) cited in Elragal & Al-serafi, (2011:6) also stated that aligning
business aims with ERP objectives is a significant aspect for producing business
benefit from the ERP system. Continuous audit is defined as “a method used to
perform control and risk assessments automatically on a more frequent basis”
(Malaescu & Sutton, 2013:1). In workplaces today, improvement in performance and
the role of performance managementis a progressively widespread issue. Due to
the increasing pressure on businesses and organisations, there is an intense focus
on performance management to transcend from its regular effective process into
executing better business strategy and doing more with less in the bid to remain
competitive (SAP, 2015:1). Constant tracking of organisational goals provides the
opportunity for feedback to be given as they are needed or required, it also assists in
making alterations to plans that are performance related. With no tracking device in
place to frequently reconcile goals with progress, the recurring nature of the on-going
process falls apart (SAP, 2015:1) ERP systems main purpose is to support business

processes in order to improve the company’s strategic opportunities.

An ERP System helps to automate and integrate important business processes,
which include taking customer orders, operations preparations, and maintaining
financial and inventory records. ERP systems supports improvements by helping an
organisation in achieving effectiveness by: providing assistance in defining and
ensuring that business processes are complied with throughout the supply chain,
providing protection of important business data by ensuring that roles and security
access are properly defined, enabling the possibility of planning day to day activities
with existing orders and predictions, providing tools that enable a remarkable degree
of service to customers and interpreting data into decision making information
(Syspro, 2016:1). An article by WorkwiseSoftware (2013:1) concludes that
performance management gives deeper understanding of the system that affects
performance in any aspect of business production, supply chain, sales, product lines,
customers and channels. Performance management gives clarity about the true
drivers that impact the bottom line being employees and their output. Understanding
these systems can also provide the foundation for implementing continuous

improvement programs in the organization.
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WorkwiseSoftware (2013:3) further analysis on ERP explains ERP as a basis for
performance management, stating that the major advantage of an ERP system is its
capability of providing real-time information, which is the ability to see and access all
activities within the company as it happens. However, having complete access to all
data doesn’t necessarily mean success but focusing on the key portions of
information that differentiate between success and failure is important for the
organisation. ERP guarantees consistency and avoids repetition and incoherence in
various parts of the organization once distinct business processes are integrated
with the system. The collective affirmative effect when business processes integrate
well could lead to greater performance by the organization. The system also enables
the organisation to produce quality reports and perform performance analysis on the

organization.

The analysis of Ranganathan and Brown (2006) and Fu, Gmeiner, Schiereck, &
Strahringer, (2007) cited in Dunaway & Bristow(2014:6) study points out that with an
ERP system in place, management and executives can carry out and draw up
improved business due to the availability of all data within the system. The
performance of a business can increase because of the ERP systems ability to
integrate business processes that navigate numerous business functions, divisions,
and geographical locations. Dunaway & Bristow (2014:6) agree with Ranganathan
and Brown (2006) study which suggest that the capability to control possible
development within the company and future e-commerce and e-supply chain
investments is one of the benefits of having an ERP system. They further maintain
that there could also be significant reduction in IT. Since there is one main place for
information storage, this reduces the chances of mistakes occurring and imputing
inappropriate information for future transactions. However, Wieder et al (2006:14)
study establishes that there is no significant performance difference between ERPs
adopters and non-adopters, either at the business process level, or at the overall firm
level. Firms with longer experience of the ERP system obtain higher overall
performance. There is however no evidence of a similar effect on business process

(supply chain) performance.
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2.8 Performance Management and Business Process

ERP programme brings different modifications to the organization and its information
systems. It entails that the re-engineering business process should be able to control
the flexibility of the system, and should also possess the power to manage high
levels of intricacy. Most organisations rather reengineer their business processes
alongside an ERP implementation (Madani, 2000:104). Elragal & Al-serafi, (2011:4)
further state that ERP projects frequently involve business process re-engineering
and with proper management, it could lead to successful performance management.
Analysing, understanding and improving business processes promises improvement

in the general performance of an organization.

Melédo, (2001) (Cited in (Vliet, 2013:14). Business rules focus on improving effective
usage of ERP systems by aligning specific businesses and the supporting ERP
system while business process modelling improves efficiency through
standardization and automation of the business. When modelling the performance of
the organization and the supporting ERP system a business process perspective is
used to measure effectiveness and efficiency of the organization (Vliet, 2013:13). It
is the functionality of an ERP system to improve organizational performance and
improve informal and ineffective business processes. The regular monitoring of the
business processes control depends on programmed actions, and so, it assumes
that the control and the process of supervision are correct (Alles et al., 2006:143).
ERP performance is measured in terms of the business value of automation
business processes, the business value of informational business processes and the
value of transformational business processes (Vliet, 2013:42). Nicolaou, (2004) cited
in Elragal & Al-serafi, (2011:6) studies explains that Proper management of
information systems implementation such as those comprised in with the ERP
system have been described as an imperative contributing element that affects

performance advancements from the system.

Kocaoglu & Acar, (2016:2) elaborates on the study of Zairi and Sinclair, (1995) &
Taylor, (1998) stating that Business Process Reengineering (BPR) and ERP do not
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necessarily complement each other however, they can be designed to support each
other. A BPR program is in actuality a change management program, which is more
so with ERP in the fore front. The contribution of ERP systems towards the
implementation of BPR can be significant in terms of scope, configurability and its
integrative ability. Sandberg (2014:2) study points out that the effects of
implementing new IT in an organisation varies amid diverse systems. The use of

ERP systems has increased dramatically.

Davenport, (1998:1-6) reports that his study of ERP systems shows that enterprise
systems can have a positive impact on an organisations business process, but they
could be equally risky. With enterprise systems, the business operations must be
customized to work with the system, installing these systems requires great
investments and expertise due to their complexity. However, technical difficulties are
not the reason why ERP systems fail; they fail due to business problems as
companies fail to reconcile the technological constraints of the system with the
business need of the organisation. Therefore, a clear understanding of the
organisations business implication is vital to know before installing an ERP system.
This finding is supported by Kholeif, Abdel-kader & Sherer (2007:8) reproduction of
why ERP systems may fail. Having to Customise ERP system to fit the business

processes was the main reason for ERP failure.

Sandberg (2014:3) also supports this finding stating that, as much as there are
recorded successes of ERP systems implementation and its contribution to business
success, various failures have been stated. ERP systems strong point greatly
depends on the incorporation of information/statistics from various sources; it
therefore has a significant influence on organizational business processes. Sandberg
(2014:5) draws from the study of Hanseth et al. (2001) emphasizing that ERP's do
not only increase integration of data but also of functional and geographically
detached entities. Sandberg (2014:8) additionally advocates that ERP systems can
significantly impact business processes by employing the use of best practises.
Given the complex nature of the use of this system, organisations are faced with
great challenges and uncertainties. However, ERP systems can be a good tool for

securing data quality standardization, measurements and processes.
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2.9 The Internal Audit Process and ERP Controls

Drawing from the study of Saharia, Koch & Tucker (2008:578) showing that
Innovative opportunities and challenges in handling internal as well as external risks
have been created due to the implementation of enterprise systems. From the
internal auditing perspective, internal auditors identified a decrease in financial and
operational risk and an increase in technical risks. Gopalan (2012:4) indicates that
due to the technical complication of ERP systems, it is mandatory for auditors to
have increased knowledge in computerized information. Organisations operating
with enterprise processes emphasises on gaining knowledge of the business
processes as to executing regular fundamental tests of controls, putting the
application and process controls through regular checks. Concurrently, auditors need

to certify that the system is automating the process accordingly.

The risks which are connected to the implementation and incessant use of an ERP
system are measured by reviewing the risks alongside the organisations business
process control objectives. Therefore, The IS auditors’ main challenge is to be
knowledgeable of the organisations business environment operations. They also
need to possess the required skill and ability to identify technical risk and
behavioural risk (ISACA, 2003:3).

(Saharia et al., 2008:578) present arguments to emphasize that, Enterprise systems
has opened doors to innovative opportunities as well as challenges given that using
an integrated system increases transparency in business processes but also
eradicates the need for controls that assure the consistency and accuracy of data
due to data moving from one system to the another. The necessity of imputing the
data related to a specific transaction separately into different applications is
eradicated since there is a single data entry point. This means that the control to
implement information validation, information precision, and information privacy
limitations need to be implemented only once. Drawing from the knowledge of
ISACA (2003:2) pointing out that data is collated from various department in an
organisation by an ERP system in order to provide each department with the ability
to process information. An ERP system does not only imply planning, it also implies

essential critical business processes of an organisation. Notwithstanding the major
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effectiveness of the concept, lack of adequate management and control of the
system implementations can lead to failure of delivering expected results. In addition,
new emerging trends such as, web-enabled customer interfaces has influenced the
growing acceptance and use of ERP systems. This has intensified the importance of

the security and control awareness for ERP.

Gopalan (2012:4) remarks that the enterprise resource planning system combines
both operating and monetary statistics using compound data movement therefore,
each business transaction is imputed spontaneously disregarding the need for
evaluation, which could lead to false information entering the system. Hence, the
designing of control measures needs to be done in order to eliminate the possibility
of imputing imprecise data. In an ERP environment, auditing must be done through
the computer. Therefore the application of an unified ERP process helps the internal
control process develop independently so as to improve automated operational
management. Hence, financial practitioners are switching from the regular manual
monitoring approach to applying automated internal controls which will permit

managers to monitor operations through ERP systems effectively.

Aryani & Krismaji (2012:1) stated that the effect of ERP system implementation on
financial accounting quality is still debatable. It can be argued that the decline in
audit quality and internal control effectiveness after implementing ERP systems in an
organisation will decrease the faithful representation of the accounting information.
O’ Leary (2004:64) gathers knowledge from Hunton et al. (2003) suggesting that the
financial performance of organisations that adopted ERP did not change but the
financial performance of non-adopters decreased. Hence, it was necessary to
implement the ERP system in order to remain a competitor.

Wright & Wright (2002:101) study proposes that ERP systems do not just signify
improved software and hardware; they also affect the connection among business
processes. The process of customizing an ERP system in order to achieve desired
business functionality could lead to high chances of financial misstatements risks.

Auditors and company managers should be aware of the risks involved in
implementing ERP systems. However, Gopalan (2012:10) findings establish that with
the implementation of ERP in an organisation, management is fully equipped with
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different systematic device which could be utilized in examining as well as managing
the daily activities of an organisation. With these extra controls in place, if used, may
assist in enhancing the entire internal control structure. Using the ERP system to
process and analyse enormous amounts of data could give the auditors the
opportunity to employ overall or specific computer audit techniques and devices in

carrying out audit tests.

2.10 Continuous Auditing and ERP

An ERP system is a unified software solution that extends across the variety of
business processes which facilitates the provision of a general assessment of the
organisations business enterprise (Ehie & Madsen, 2005:545). The improvement
and pervasive use of ERP systems provides the vital infrastructure necessary for the
effective development of the assurance function from periodic events to an on-going
process through integration of continuous auditing applications (Kuhn & Sutton,
2010:109). Great quantity of internal and external factors is involved in the ERP
implementations process, thereby making it complex in nature. The implementation
of such systems requires effective participation of the whole organization (Ahmad &
Cuenca, 2013:105).

Madani (2000;103) states that ERP solution has consequences that affect the
internal audit function. Internal control systems add significant value to management
needs by ensuring that the system provides assurance on all operational activities
and compliance procedures. The ERP solution is said to have integrated built-in
controls as a technology that enables internal auditing. However, the objectives of
implementing internal control systems could stay constant, tools used in measuring
control activities can vary. Traditional controls will not be cost-effective in the ERP
solution and this may hinder efficient delivery of the required level of control (Madani,
2000:103). In an ERP solution, the presence of a systematic and functional internal
control system is imperative. The internal auditors’ commitment before the
implementation of an ERP system should be crucial to ensure initiating business
analysis with ERP implementation. This procedure will guarantee an effective
business process and control implementation. Therefore, reliable assurance on

operations and transactions can be granted (Madani, 2000:103).
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Dlodlo, (2011:1) extracts from the knowledge of Gore, (2008:5) stating that
enterprise resource planning systems are extensively used to extract and process
data from various functional areas across the enterprise. Bae, (2004:11) agrees that
organizations moving towards reporting in real-time with the use of an ERP system is
a great improvement. Bae, (2004:11) highlights the work of Gibbs (1998) and Glover,
Prawitt, and Romney (1999) affirming that it will become essential for organisations
that use ERP systems to implement advanced auditing techniques and skills
especially where cooperative efforts are needed within a firm. Despite the
involvement of auditors in ERP, their independence can still be maintained and can
be keenly involved in the implementation and operation of a client's ERP system.
Mtsweni & Bierman (2008:28) cited in Dlodlo, (2011:12) ERP offers two major
benefits that is nonexistent in disintegrated departmental systems: Integrated
enterprise view of the business that includes all functions and departments; and a

system that collates all business transactions records, processed and reports.

This combined view increases the prerequisite for interdepartmental cooperation and
coordination. Nwankpa & Datta, (2016:64) gathers knowledge from (Devados & Pan,
2007; Bagchi, Kanungo & Dasgupta, 2003; Grabski, Leech & Lu, 2001) explaining
that with ERP systems, continuous auditing becomes an instrument where
information systems are used to maintain real-time sharing and monitoring
information. ERP systems are fundamentally different from other information
systems because of their scope, complexity and risk associated with it, thus making
implementation very challenging. Nwankpa& Datta, (2016:64) further agrees with
(Hunton et al., 2004) arguing that ERP systems brings changes such as internal
control, business processes and segregation of duties that particularly influences the
auditors’ behavior through business disruption process and the overall internal
control process. Bae & Ashcroft (2004) cited in Nwankpa & Datta, (2012:67) note
that, ERP-driven real-time data access improved auditor competence when auditing
in an ERP environment. Bae & Ashcroft (2004) cited in Nwankpa & Datta, (2012:67)
further found that ERP systems provided tracking abilities that effortlessly followed a

transaction throughout the system.
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Pairat & Jungthirapanich, (2005:28) state that ERP improves business potential; the
improvement in businesses with the use of ERP is attributed to continual
advancement in ERP development. They also define ERP as an accounting oriented
information systems for ascertaining and planning the enterprise extensive resources
to take responsibility for customer orders. ERP systems are packaged business
Software that is able to distribute and access information in real time. ERP
applications include supply chain management (SCM), customer relationship
management (CRM), product lifecycle management (PLM), E-procurement, and

financial management (Coresponding & Chen, 2010:26).

The notion of business performance can be operationalized as financial gains by the
organization, operational improvements for the organization or insubstantial gains for
the organization (Elragal & Al-serafi, 2011:1). As a response to global demands for
regular, efficient and timely assurance over the effectiveness of risk management
and control systems, companies are progressively gearing towards automated
control environments through the implementation of technologies such as continuous
audit modules (Malaescu & Sutton, 2013:1).

According to Rezaei, (2013:93). Previous studies identified that implementation of
ERP systems created variations in audit approach. Nonetheless, there has been
very little research on the influence ERP has on continuous auditing, Rezael,
(2013:95) further argue that, Although, there are many elements that determine the
quality of audit, however, in the modern business environment, audit quality is

associated to IT applications such as ERP systems.

The figure below shows the relationship between ERP and variables related to this

study.
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2.11 Chapter Summary

Table 2.1: Summary of Chapter 2

Literature Review

1. Introduction of the

chapter

This was discussed in 2.1. Essential items that were reviewed

in this chapter were introduced in this section.

2. Continuous Auditing

The review of literature in sections 2.2 & 2.3, provide a view
about continuous auditing and the major theories surrounding
the study so as to provide the reader with a solid background
on the literature review. Since the main component of this
study is centred on continuous auditing, its benefits,
implementation and process, this section therefore provides a
general understanding of these key concepts.

3. IT audit and Process

In section 2.4&2.5, the value of integrating IT with internal
auditing processes was discussed also the application of IT
with the internal auditing process using a framework created
by (Moorthy et al, 2011) was used to analyse and
understand the process. The IS audit function will expose the
reader to how the internal audit function has evolved and the
available tools developed to perform IT audits. This approach
was used in order to enhance logical thinking around the
integration of information technology and auditing practices in

organisations.

4. ERP and Performance

management

It is important to note how the implementation of ERP systems
could affect performance of the organisation in order to be
able to understand why organisations should or should not
adopt it as it addresses the objectives of recommendation of a
performance management framework of continuous auditing

for organizations.

5. Performance
Management and Business

processes

The research discussed using the ERP systems to configure
business process, generation of the process, monitoring the
process as well as monitoring the organisations performance
in general. It gives an insight on how business process

generation has evolved over time. This method was taken to
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help readers get detailed knowledge and understanding of
business processes and its impact on the organisations

performance.

6. The Internal Audit

process and ERP controls

For this research, it is crucial to know how the internal audit
process revolves around the ERP system. It gives insight into
how the ERP system facilitates managing of internal and
external risk, seeing that the ERP system itself has certain in

built controls.

7. Continuous Auditing and
ERP

One of the objectives of this research is to investigate how
ERP systems’ implementation can influence continuous
auditing in an organization. The section 2.9 discusses the
integration of ERP with continuous auditing to fully automate
all business processes, policies and procedures in other to
assist the organisation in obtaining set objectives.
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CHAPTER 3

UNDERPINING THEORY

3.1 Introduction

The application of theory in empirical research provides a framework for analysis of
the problem and helps to determine the interplay between the embedded variables. It
also helps to build internally consistent relationships with the view to makes specific
predictions (Walter, 1998). The previous chapter discussed the relevant literature to
provide and substantiate the problem - how it is a problem and why is it still a
problem. However, to effectively explore the problem, it is imperative to identify the
variables and their relationships within the problem domain or the phenomenon. As
such due to the ontological position (i.e., subjective) adopted in this research and the
sociotechnical processes embedded in the domain, Orlikowski's (2000) enactment of
technology in practice of Giddens’ (1984) structuration theory was adopted. The
theory served as a lens through which to explore the problem. Gibbs, (2010)
explains that the sociological notion which proposes various viewpoints on how
humans behave is known as structuration theory. The various perspectives of human
conduct which is centred on structure and agency effects are known as the “duality
of structure.” Structuration theory does not merely describe human capability to act
as an action that is manipulated by a stable social structure like; education, religion,
or politics. Structuration theory recognises communication and power. It also

suggests an active connection between various aspects of society.

Twum-Darko (2014:468) drawing from the knowledge of Giddens (1986:14)
advocates the view that the two fundamental concepts of structuration theory are
Agency/Agent and Structure. Lamsal (2012:113) “state that the basis of the theory of
Structuration involves the identification of the relationship between the individuals
and the social forces that act upon us”. Hence, this research will look at human

interaction and its relationship between different aspects of society influence.

Lamsal (2012:113) further highlights that human actors are elements that permit the

formation of our societal structure through designed standards and customs, as well
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as reinforcement through social acceptance. However, people are forced by our
social structure. Twum-Darko (2014:468) holds the position that ‘rules and
resources’ are recursively implicated in social reproduction. Therefore, structure is
what gives form and shape to social life, however, it is not itself the form and shape.
Giddens (1989: 256) cited in Twum-Darko (2014:468). Structure and the ETIiP exist
only in and through the activities of human agents. ETIP is used in the context of this

paper.

3.2  Overview of Structuration Theory

This research uses Giddens Structuration Theory (ST), and in particular the duality
of structure as applied in the technology space by Orlikowski's, (2000) in the concept
of “Enactment of Technology-in-practice” (Orlikowski,  2000)(Orlikowski,
2000)(Orlikowski, 2000)(Orlikowski, 2000)as a guide to comprehend and construe
the problem — a socially constructed phenomenon i.e., impact of continuous auditing
on performance audit: the role of ERP. It is to tease out the factors influencing
performance audit, internal controls, business process and compliance with
company policies and procedures. Thus, duality of Structure is the process whereby
“action and structure presupposes each other”. Giddens, (1984:25) argues that
‘Actors (described as human agents) and social structure (rules and resources) are
interrelated’. Giddens (ibid.) contends that social structures do not exist independent

of human action, nor are they only manifested as material entities.

Contributing to Giddens (ibid) argument, Lyytinen and Ngweyama (1992:21) indicate
that all social activities, including work processes, can be viewed as enabled and
constrained by social structures which is produced and reproduced by human agents.
Giddens (1984:25) argues that “the structural properties of social systems are both
the medium and outcome of the practices they recursively organize and that duality of
structure is a key principle of structuration theory by showing that agency and
structure are dependent upon each other and recursively related.” Giddens’
conclusions is examined and explained by Twum-Darko (2014) who argues that
human action is enabled and constrained by structure, and structure is also a result of

human action.
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Figure 3.1: Structure and Action

Furthermore, Orlikowski (ibid.) argues that “users” interaction with a technology is
thus recursive in their recurrent practices; users shape the technology structure that
shapes their use.” These enacted structures of technology use, which she termed
“technologies-in-practice, are the sets of rules and resources that are (re)constituted
in people’s recurrent engagement with the technologies at hand” (Orlikowski,
2000:407).

It is this on-going argument that this research investigated the extent to which users’
behaviour has contributed to continuous auditing and how it impacts on the
performance of an organization. Thus, people draw on the modalities of the
technological artefacts (their material properties), their own knowledge and
experience, power relations and organizational norms to perform a “specific set of
rules and resources in practice that then serve as structure for future use as people
continue to interrelate with the technology on a daily basis. Thus, over time, people
constitute a structure of technology use, that is, they enact a distinctive technology-in-

practice” [ibid.].
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Figure 3.2: Enactment of Technologies-in-practice
Source: Orlikowski. 2000

In the diagram above (Figure 7), Orlikowski presents a structuration model based on
Gidden’s model. Structure includes: Signification, domination and legitimation. The
signification structure as stated by Giddens (1984) deals with organizational
interaction using various interpretative schemes. The domination structure involves
the use of various ways of exercising power over different types of resources
(Mauerer & Nissen:2014). Domination is simply the exercise of control and using
authoritative resources, along with power, over other people or resources (Giddens:
1984). Legitimation involves the performance of human behaviour, legitimation
structure defines the ‘Do’s and the Don’ts’ (Orlikowski & Robey: 1988).

Orlikowski & Robey (1988) describe ‘Facility’ (resource) as the means through which
intentions are understood, goals are accomplished and power is exercised.
‘Interpretive schemes’ can be described as regular, collective stocks of knowledge
that humans draw onto in understanding behavior and events, hence reaching
meaningful interaction (Orlikowski & Robey, 1988). According to Twum-darko (2014)
norms are moral codes, leaderships, understanding and endorsement for human

interaction.
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3.3 Conceptual Framework

This research draws from Orlikowski, (2000) enactment of technology-in-practice as
a guide to conceptualize the problem as illustrated in figure 3 below. This deduction
enables continuous auditing -in-practice to be defined as a structure because it is the
medium and outcome of the auditing practices recursively coordinated. Thus actions
such as compliance of rules and effective use of resources enabled by adequate
infrastructure create a structure, which in turn either enhances the next action or
constrain it. Furthermore, if ERP systems act as the infrastructure with the inscribed
policies and standards, it is envisaged the right behaviour and the necessary
authority will be given to entrench continuous audit-related practices in an
organization. The problem conceptualization in figure 3 guided the preliminary

literature review and the design of data collection instrument.
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Figure 3.3: Conceptual Framework
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As stated in the investigation and assessment above of the current knowledge on
continuous auditing and ERP systems and/or lack in that respect, a conceptual
framework was established, to conceptualize the problem as a social phenomenon,
as well as to assist in providing in-depth knowledge and clarification of this social
phenomenon. The framework was used for the research design, and the data
collection and analysis. The framework proposed above was expected to determine

the weaknesses that might exist in managing continuous auditing with ERP.

The above conceptual framework was derived from the literature and the
conceptualisation of the research problem to understand the research domain and
how to interpret the factors contributing to the implementation of continuous auditing.

The above conceptual framework is further elaborated below:

(a) Facility: Twum-Darko,(2014:469) explains "facility as one of the modalities that
shape human interactions with structure” therefore facility is seen as resource that
when assigned, should work to utilize or apply control through regular situated of
IS/Technology. According to Twum-Darko,(2014:470) agreeing with Giddens
(1986:25), creates and duplicates services that influence societal structures of
dominion (i.e., Technologies-in-practice). Facilities in the diagram above include
infrastructure, policies and regulation and standard and procedures. These recourses

help form the interaction between human beings and structure.

(b) Norm: “a norm refers to moral codes, leadership and e-skills/skills. A norm is
also an understanding and endorsement for human communications, which
eventually produces legitimation within structures” Twum-Darko, (2014:270).
Compliance and enforcement, delegation and authority and behaviour practices are
the norms highlighted in the diagram above. These norms affirms legislature as a

function of information technology.

(c) Interpretive Schemes: According to Twum-Darko, (2014:270) An Interpretive
scheme is the link between two modalities; Structure and interaction which are
associated with each other and have similarities with Facility and Norm. The use of
interpretive schemes by humans to communicate helps them make sense of their

interaction although these interactions replicate identical interpretive schemes that
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are entrenched in structures as signification. Structure here is continuous auditing-in-

practice.

3.4 Chapter Summary

Table3. 1. Summary of chapter 3

Underpinning Theory

1. Background of the theory

This was provided in section 3.1 which gives
a general understanding of the mentioned
theory.

2. Overview of the theory

Section 3.2 provides the overall view of
structuration theory. Since this research
deals with human interaction with
technology, an overview of the theory is

important to note.

3. Conceptual framework

The identified gaps resulting from the review
of literature as a lead to the development of
a preliminary conceptual framework as seen
in 3.3 using ETiIP to conceptualize the

problem.
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CHAPTER 4

RESEARCH APPROACH

4.1. INTRODUCTION

4.1.1 Research Methodology

The literature review in Chapter 3 and the case study identified and described in this
Chapter to tease out the defined problem made it suitable to use interpretive
philosophy. This is because the interaction between the ERP system and continuous
auditing is a socially constructed phenomenon with embedded sociotechnical
processes. Burrell and Morgan (1979:19) and cited by Ansen j (2014:27) contend
that the pattern of an interpretive scheme is formed by a quest to understand the
world as it is as well as to be knowledgeable about the vital nature of the social
world at the level of subjective experience. Larkin, Clifton and Watts (2006:103) also
argue that the use of qualitative studies largely involves concentrated and
comprehensive analysis of reports produced by a relatively small number of
participants on an organisational level. This research was therefore classified by
means of the drive behind the research, the research method, the logic of the

research, and the conclusion of the research as stated by Collis & Hussey, (2009:3).

Data was gathered and interpreted by means of structured interviews, questions to
managers in the organisation. This research will be regarded as descriptive
research. For this research, interpretive research paradigm was used as data was
gleaned to solve and/or mitigate an identified research problem (i.e. to determine to
what extent continuous auditing improves ERP systems and how proper
implementation will improve controls and risk assessment therefore making internal
audit opinion more reliable), by means of qualitative research techniques alluded to
earlier. This research was deemed as applied research since this research entailed
the mitigation and/or possible solving of a real life research problem. According to
Collis & Hussey (2009), the logic of this research is used to classify the reasoning of
the actual research being conducted. Essentially this can be categorized as

deductive reasoning (where a theory is tested through means of empirical research).

61



The initial perceptions of the present authors’ stems from existing literatures, which
will further be tested by means of empirical research.

Pope May & Popay, (2007) proposes that the view of participants are captured
through the use of interviews which will improve as well as create new knowledge of
the social phenomena. This finding is supported by (Harker & Twum-Darko, 2015)
maintaining that the analyses of participant’s is received and analysed through the
use of interviews and the close involvement of the researcher produces an
empathetic understanding of the social phenomena in order to create new
conceptual and theoretical understandings of the phenomena. Qualitative methods
of analysis are criticized in terms of their reliability, validity and the researcher’s
subjectivity. The purpose of this approach is to explore the problem within the case
thoroughly in order to understand the social phenomena. Participants’ views were
communicated with the use of qualitative empirical material. This research was
empirical in nature, as it involved interaction with the units of analysis, being the

managers in the selected organization (Leedy & Ormrod, 2001:105).

4.1.2 Research Approach

Qualitative studies usually employ the use of inductive research approach together
with a theoretical framework. Due to the nature of inductive research approach, the
data collection was not guided by the theoretical framework but the research was
guided by the data. Braun & Clarke, (2015:12) explain that inductive analysis is a
thematic analysis that is data driven. Therefore, the procedure of coding data without
trying to fit it into an already existing coding frame is an inductive analysis.
Qualitative research creates a general understanding of rich, contextual, and
generally unstructured, non-numeric data. Mason, (2002) cited in (Ponelis, 2015:1)
draws from the knowledge of Mouton & Myers(2009). Advocating the view that the
use of case study approach in research enhances the researchers’ ability to
establish a rapport with the research subject, the “how” and “why” questions is the
major focus therefore making it suitable for a descriptive or exploratory research.

William (2006) argues that most social research includes of both inductive and

deductive reasoning processes at some time in the project. Inductive reasoning
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which is sometimes called the “bottom up” approach starts with specific observations
and processes to detecting forms and regularities then formulation of some uncertain
hypotheses can be explored, and finally end up developing some general
conclusions or theories. In essence, the bottom up approach works from the specific
to general (Data and theory). Deductive reasoning which is sometimes called the
“top down” approach begins with deciding a theory about our topic of interest then
narrows the theory so that it can be tested. This research employs, to a certain
degree, some deductive analysis however; the aim is not to develop a theory from
the data neither is it to work from pre-existing themes. Rather the aim is to explore
the factors inductively. Structuration theory employs the use of in deductive analysis
to conceptualize the elements and describe them in connection with each other. This
goes in hand with the interpretive case study research strategy employed in the

following section.

4.1.3 Research Strategy

Soy (1997), describes case study as a research that thrives at making the
understanding of a complex issue or object simple and can extend experience or
fortify already conceived knowledge through previous research. Case studies
highlight thorough background analysis of a restricted number of events or
environments and their relationships. Similarly, Baxter & Jack (2008:543), argue that
using a range of data sources to examine a phenomenon is a qualitative case study
method. Therefore, themes are explored through different lenses rather than through
one lens. This enables multiple surfaces of the phenomenon to be exposed. Laws &
McLeod (2006:4), the conduction of majorly qualitative analysis is a case study
research process. This system is frequently used by the researcher when
unpredictable areas of interest are difficult to control and manage. According to Laws
et al (2006:2), Interpretive scheme goes in hand with qualitative research. This

research is categorized as an interpretive case study because it is theory orientated.

4.1.4 Research Design

Burns and Groove (2001:374) defines exploratory research as a research that is
performed to gather new perceptions and ideas of the phenomenon. This expresses
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the reason for an exploratory research that discovers how ERP affects continuous
auditing. The aim of a case study research is to “explore a modern-day phenomenon
within the actual context, especially when the boundaries between phenomenon and
context are not clearly evident”. Yin (1994:13) cited in Laws et al (2006:6). An
exploratory study was needed in this case given that there is insufficient literature
that addresses the implementation of continuous auditing with the use of ERP
systems, using structuration theory to understand the social phenomenon of

continuous auditing.

According to Meurer, Frederiksen, Majersik, Zhang, Sandretto & Scott (2007)
Common qualitative research methods consist of conducted interviews, focus
groups, and projective methods which allow exploration of the main scope of a
problem while providing access to better understanding of participant incentives as
well as detail on participant behaviour and attitudes. Frechtling, (2002) indicates that
using interviews as a data collection method is done with the assumption that the
participants’ perceptions are meaningful, comprehensible, and are unambiguous,

and that their perceptions will influence the success of the project.
4.2 Overview of Case Study

4.2.1 Background

The selected organization is the metropolitan municipality which governs Cape Town
South Africa’s suburbs and exurbs. The organization merged from having six
municipalities to one major unit. This has made providing services and monitoring
processes easier and quicker. The selected organization provides services such as
health, housing, road and traffic safety, water, electricity, wastewater and sewerage
systems to all residents of the city. With over 30 departments, the organizational
structure is vastly hierarchical, comprising of numerous levels of administration
within relevant departments. These various departments perform unique functions
and are equipped with qualified staff members who are expert at those specific

functions.
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4.2.2 Unit of Analysis

The population of the selected organization included managers and team leaders of
the IT and internal auditing department. The selected organization makes use of an
ERP system that integrates all operational units and functions onto a single system
that serves the entire organization. Participants were selected based on their level of
expertise and knowledge of the system. Various levels of expertise and tenure were
used as selection criteria by the researcher so that the comprehensive view of how
the ERP system works to enhance continuous auditing will be obtained. Although
each department has over twenty employees, the more experienced employees are
those in managerial and leading positions as they have more experience in the field.
Junior employees have little experience with managing the system and did not
possess the expertise needed by the researcher to obtain in depth knowledge of the
system. Hence, the participants were selected based on a mutual element being the
degree of knowledge and expertise possessed, relevant to the objectives of this

research.

4.2.3 Sampling Methods

Zikmund (1997) terms a targeted population as a group of people with specific
knowledge that is relevant to a particular research study. Therefore, the population of
this research study was that of the senior, middle managers and a team leader in the
IT and internal auditing department.

4.2.4 Sampling

“Purposive sampling is an example of non-probability sampling” (Kruger & Welman,
2001). Tongco (2007:1) Drawing from the knowledge of Bernard (2002) and Bernard
et al. (1986) remarks that data gathering is important in research, as the data is
gathered in order to contribute to a better understanding of a theoretical framework.
Therefore, it becomes imperative that choosing how data will be obtained and from
whom the data will be received from should be done with sound judgment, especially
since no amount of analysis can make up for improperly collected data. According to
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Tongco (2007:1) “The purposive sampling technique is a type of non-probability
sampling that is most effective when one needs to study a certain cultural domain
with knowledgeable experts within. Purposive sampling may also be used with both
gualitative and quantitative research techniques. The sample consisted of twelve
managers six from each department. The sampling method used is purposive,
Middle managers, senior managers and team leaders were selected to participate in

the research”.

4.3 Instrument Design

The data collection method selected for the purpose of this study was a semi
structured face to face interview. This method was appropriate for this research
since the nature of the research was to establish the perceptions of ERP systems
and continuous auditing by different role players within the organization. The
interviews contained questions about ERP systems, continuous auditing, internal
controls, information systems and technologies. The focus was on continuous
auditing in relation to ERP systems, automation, and monitoring and performance

management.

Ghauri & Grgnhaug, (2005) made mention of three types of interview questions
which are:

a) structured questions: both questions and answers are predetermined,

b) Unstructured questions: questions have already been pre-set, but the answers
have not been determined yet, and

c) Semi-structured questions: the questions have been pre-set, but the answers are

not.

In this case, the interviewees may respond to questions using their own words. Since
this research is aimed at exploring and determining the role ERP systems play in
enhancing continuous auditing, semi-structured questions were the best option for
the interviews. Although, certain new questions came up during the interview, apart
from the predetermined questions that were put together prior to the interviews, the
new questions which arose were simply used to probe for more detail or

understanding of the answer. These questions did not deviate from the main
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predetermined interview questions which were centred on the concepts of
structuration theory and the enactment of technology in practice. Semi structured
interviews gives room for flexibility, which enables the interviewer to adjust the
formulated questions according to the different backgrounds of the respondents as
well as allow the interviewer to clarify vague responses. The use of face-to-face
interviews gave the opportunity to explain the questions in order to improve the
precision of the responses and to obtain comprehensive understanding where the

researcher probed for more detail.

4.4 Design of interview

The design of the interview questions was based on the gaps that were identified
from the literature review. In addition, the conceptual framework helped to guide the
interview questions. This means that the questions were constructed according to
the structure of the conceptual framework. Questions asked were based on major
factors that were drawn from the literature review which are technology and social
and factors. Structuration also guided researcher in compiling questions. Therefore,
the theory enabled the researcher to view the above listed factors in relation to each
other so as to understand what should be addressed in the research. Social and
technological factors in this research are analysed using structuration theory as a
theoretical lens. The concepts of structuration theory were used to develop the
guestions. Defining these factors in advance when compiling the interview
instrument is essential so as to ensure that statements made will fit into the
categories created. The theoretical concepts of structuration theory were used to

develop categories. These categories were established deductively.

4.5 Process of Data Collection

Prior to the commencement of the interview, the interview schedule was piloted with
two senior managers from the population to ensure its validity. As explained by Gill,
P. Stewart, K. Treasure, E. & Chadwick, B. (2008:1) “As in any research, it is often
preferable to first pilot the interview schedule on several respondents prior to data
collection proper. This allows the research team to establish if the schedule is clear,
understandable and capable of answering the research questions and if, therefore,
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any changes to the interview schedule are required”. The pilot ensured that the
guestions were presented at a level that is appropriate for the characteristics of the
interviewee. The questions were clear and unambiguous. It is essential to put into
consideration an interview schedule that asks questions which will lead to getting
sufficient information about the phenomenon of study. This will also be able to
address the aims and objectives of the research (Gill P., et al 2008:2). Therefore,
prior to the commencement of the interview, the concept of the research aim and
objective were explained to the respondents. Gill P., et al (2008:2) argued that what
gualifies as good questions in a qualitative interview, should be open-ended, that is
guestions that entail more than a yes/no answer, neutral, sensitive and
understandable. They further highlighted that, in order to easily gather information, it
is more appropriate to start by asking questions that can easily be answered before
addressing more complex ones. This helps build a rapport with respondents and
builds an effective communication line with each respondent. This will inevitably help
generate adequate information which subsequently improves the interview further.
So as to allow the participants to speak freely, some interview sessions were longer
than others, ranging from about ten to twenty minutes. In total, twelve interviews

were completed.

English language was used as a medium of communication to conduct the interview.
The main method of capturing the interview responses was through a voice
recording application, however, the researcher also captured some responses by
writing them down and later replayed the recordings to ensure that nothing was
omitted and that all answers were completely captured. Since the interview
guestions were guided by the theory used in this research, the responses at a later
stage were mapped to the concepts outlined in this framework, the responses from
respondents were summarized as they were received. Given that the interview was
semi-structured, respondents were allowed to speak freely which gave room for
some responses to be irrelevant to the research. However, the researcher picked out
what was relevant for this research by filtering responses into summaries. This
helped to prepare the data for analysis into categories related to the concepts of the

theory used in this research.
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4.6 Data Analysis and Validation

4.6.1 Analysis

Betterevaluation.org, (2011:2) explains that the process of performing qualitative
data analysis involves constant critical reading and interpreting as well as being able
to reach a mutual understanding of data collected. Hence, the process does not
occur in a linear form. Therefore, data analysis was conducted following the steps of
organizing data collected, summarizing it and interpreting it. “Valid analysis is greatly
supported by data displays that are fixed to permit viewing of a full data set in one
location and are systematically arranged to answer the research question at hand.”
Huberman and Miles (1994:432) cited in (O’Connor & Gibson, 2003:67). After data
has been organized, the researcher identified words and phrases that were
frequently used by the participants. The words and ideas often used by the
participants were organized into codes. According to Marshall and Ross, (1995:
114) cited in O'Connor & Gibson, (2003:68) explain coding as a process of
Identifying relevant themes, repetitive ideas or language, and patterns of belief that
link people and settings together as coding. They further argued that it is the most
intellectually interesting phase of the analysis and one that can integrate the entire
endeavour. Summarizing was done by grouping similar coded categories together in
relation to the concepts that emerged from the interviews. The conceptual framework
was used as a lens for interpretation. The coded data were related to the conceptual

framework concepts.

4.6.2 Analysis Technique

Hsieh & Shannon (2005:1) points out that content analysis is a widely used
qualitative research technique. Current uses of content analysis show three different
approaches namely: conventional, directed, or summative. Rather than being a
single method, all three approaches are used to understand the meaning from the
content of text data and hence, comply with the naturalistic paradigm. A summative
content analysis comprises of counting and assessing keywords or content, followed
by the interpretation of the core context. Given that the research approach used by
the researcher is interpretive, data collected was summarized and sorted using
coding procedures. Berg (2007:259) as cited by (Harker & Twum-Darko, 2015)
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contend that the major constraint to content analysis is centred around outlining
important messages for analysis which is mostly applicable to a study that makes
use of content analysis as a research strategy, rather than an analysis tool which
could be an already recorded message. Additionally, the importance of interpretive
and exploratory in relation to content analysis is more generic. Benefits relate to cost
effectiveness and little requirements for analysis materials. This research however

did not experience such limitation as interview data was analysed.

4.6.3 Reliability and validation

The consistency of the research findings is reliability. In other to achieve
consistency, thorough efforts in attaining uniformity throughout the interviewing and
analysis process are essential. As stated by Kvale (1996) cited in O’Connor &
Gibson( 2003:72). Brink (1993:35) buttresses this point by stating that reliability is
the capability of a research method to consistently produce similar outcomes over
frequent testing sessions. Hence, it involves using similar or equivalent procedures
to obtain similar results each time the procedures are used on similar or equivalent

subjects. Therefore, consistent responses or habits have been developed.

According to Silverman (2006) cited in (Harker & Twum-Darko, 2015), proposes
some measures that can be used to certify the reliability of a qualitative research.
These measures include; a comprehensive description of the research processes
which was carried out. This will be addressed in chapter 5. Secondly, research
reports must be clear and should evidently display the observations made which led
to the results. This is also addressed in chapter 5.

"Validity determines whether the research truly measures that which it was intended
to measure or how truthful the research results are.”Golafshani (2003:599). The
validity of this research was ensured by establishing transparency during data
analysis and consequent interpretations. Schopper et al (1993) and Goodwin et al
(1987) cited in O’Connor & Gibson (2003) all agree that validation is the accurately
measuring and assessing a process, which produces information that truly

represents “reality”. Validation is not a detached phase of the exploration; it is
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however, a continuing standard that should be followed all through the research

process.

4.7 Ethical Considerations

This research was undertaken in an ethical manner to protect all participants as well
as the selected organization. A consent letter was obtained from the executive
director for corporate services and compliance of the organization to conduct the
interviews with managers and team leaders (see Appendix). Saunders, Lewis and
Thornhill (2000:130) cited in Irakoze, (2013:63) both hold the position that ethics is
the appropriateness of the researchers behaviour in relation to those who become
the subject of their work or are affected by it”. The cover page of the interview sent
to respondents (see Appendix A) clearly stated the ethical considerations of the
research, also assuring the participants of their anonymity, indicating that
participation in the research was voluntary, participants may withdraw from the
research at any time and that the data collected via the research instrument will be
treated with full confidentiality. Ethics clearance was obtained from the institution
before data collection commenced. Furthermore, all participants who agreed to
participate in the data collection were informed of the ethical consideration before
going ahead with the interview.

Participants were informed prior to the commencement of the interview that they
would be recorded in other to get a broader view of the questions asked. Personal
confidential data was not collected during the interview as this was not needed for
the research. The identity of the organization is also kept confidential to prevent
private information from being exposed. The reliability of the information and results
presented in this research is demonstrated by adequate, comprehensive and proper
referencing of all sources referred to in the research and the transparency of all the
processes used in the analysis of results, which are examined and explained in

detail.
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4.8 Chapter Summary

Table 4.1: Summary of Chapter 4

PROBLEM:

Based on the study of Pairat & Jungthirapanich (2005:28) and subsequent reported
evidence, the research problem was highlighted: The primary role of an ERP is to support
business activities. It is designed to incorporate all units and functions within an organisation.
The aim then is to investigate the role of continuous auditing and how it influences
performance management using Enterprise Resource Planning (ERP) in a selected

organization.

MAIN RESEACH QUESTION:
How can continuous auditing improve performance management?
The following research questions have been derived to address the objective of the

research;

Investigative Questions Purpose Method

What effect does ERP have on | To identify the importance | Interview question
continuous auditing? of ERP in continuous | guide are sent to all
auditing. participants before
the interview
process. All
research
participants must
answer all questions

related to their

department.
How does continuous auditing influence | To determine how As above
efficiency and  effectiveness  of | continuous auditing
operations? influences performance
management
How often do organizations use | (CAD-PM) framework. As above

continuous  auditing to measure

business performance?

APPROACH TO THE RESEARCH :
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Philosophy: Interpretivism

Approach: Qualitative

Data collection: The data collection instrument is a survey questionnaire and data will be
collected from interviews of management staff in the internal audit and ERP department

Data analysis: Recorded interviews will be transcribed and analyzed.
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CHAPTER 5

FINDINGS AND DISCUSSIONS

5.1 Introduction

The previous chapter discussed the research approach applied in this qualitative
research. This chapter deals with the research findings and discussions of the
analysis of the results of the qualitative interviews. These findings were based on
results from the data collection described in chapter four and guided by the
conceptual framework. The results of the interviews with participants from the
selected organization are discussed here. The data are analysed based on the
research questions posed, exploring the different classes and themes that have
been obtained from the literature review and any other themes that are revealed in
the interviews, as well as the concepts of enactment of technology in practice (ETIP).
In presenting the research findings, references are also made to literature reviewed
and previous research which could be in support or in contradiction to these findings.
This research set out to determine the role ERP plays in enhancing continuous
auditing using ETiP of structuration theory as a theoretical lens to explore continuous
auditing processes with ERP. The main thrust of this research which was previously
outlined is continuous auditing which constitutes constant control appraisals to
continuous risk assessments regularly in an organization, monitoring controls, risk

management and governance processes.

No identical research has been done. Therefore, no study has projected identical
results similar to that which is projected in this research for the academia
perspective. The literature provided the basic knowledge in order to establish the
main concepts of the research. The concepts focused on the predominant aspects of
the literature that influence continuous auditing in organizations. The main research
objective was to explore the role that ERP plays in supporting continuous auditing to

improve performance management. The first research question was to determine

74



what effect ERP has on continuous auditing. The second question sought to
understand how continuous auditing influences efficiency and effectiveness of
operations while the third question sought to investigate how often organizations use
continuous auditing to measure business performance. Elements which developed
from the research that assists in answering the three research questions would
provide an understanding on how continuous auditing can improve performance

management in an organization.

5.2. Process of Analysis

Devlin (2006:196) describes content analysis as classification of written responses
through the use of reductive systematic analysis. Hsieh & Shannon (2005:1) further
argue that content analysis involves comparing and counting keywords and
subsequently interpreting the underlying context. This statement was supported by

Meyer (2014:1) who also stated that Content analysis refers to “a general set of

techniques useful for analysing and understanding collections of text’. The

transcripts were analysed using content analysis technique as well as the theory
approach used in this research. Devlin, (2006) recommendation of processing and
analysing data which was used by Harker, (2015) as well as Huberman & Miles

(2002) method for analysing qualitative data used by Theng et al (2008). This

approach has also been used by theorists (Glaser & Strauss 1967; Charmaz 2003).

A combination of these approaches will be used in this research to analyse data.

These steps are listed below:

(a) Any first impressions about the data by browsing through the transcripts and
highlighting themes which were emerging.

(b) The organized lists of data were then categorized by reading again and
highlighting relevant words, phrases or sentences. This constituted the level of
sampling.

(c) Passages of data were categorized and connected to the themes so that
similarities are easily identified. Larger themes were identified and defined as
necessary.

(d) In this research, coding was dependent on: something that was repeated in
several places, anything that the interviewee explicitly stated as important and

themes identified in the literature.
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(e) Categories were conceptually organized; which means that similarities,
differences and relationships among the categories were understood.

5.3 Results

The researcher projected certain factors that could influence the implementation of
continuous auditing in an organization. This research exploits a unique way of
exploring the influence of continuous auditing in performance management and the
influence of ERP in continuous auditing. Prior to the commencement of this
research, the assumption was that implementation of ERP helps enhance
continuous auditing which improves organization performance. The research
confirmed this assumption as it was revealed that the ERP system provides access
to all information within the organization to enhance continuous auditing. The second
major finding is that the ERP system does not monitor performance management.
This area hasn’t been implemented yet as a lot of performance review is captured
manually however, from the functional perspective of performance, it monitors gaps
identified.

Other major findings are that the system flags risks but does not necessarily highlight
control to mitigate the risk flagged. Although the use of continuous auditing helps
enhance business process, these processes are not reviewed often. The following
sections report on the factors related to each of the four research questions:

5.4 Discussion: Structure as continuous- auditing- in- practice

The interactional system in this study is the link between human activity, the system
and the structure. The finding which supports the literature review reveals that, there
is a direct link between continuous auditing and the ERP where information from the
system is pulled using a tool. The system grants access to all information they need
in order to carry out automated audits. Having access to this makes continuous
auditing more efficient as all the data is in one place and can be retrieved easily

which helps in achieving efficient audit result. Kuhn & Sutton (2010:109) state that
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regular use of the ERP system grants improvement of the organisations
infrastructure that is required for provision of effective assurance. Through the
integration of the ERP system with CA applications, the assurance function evolves

from periodic events to a regular process.

Pairat & Jungthirapanich, (2005:28) state that ERP systems are packaged business
Software systems, which have the ability to distribute information as well as have
access to the data output immediately. The feeling from the respondents is that the
continuous auditing process enables transparency of all processes as well as
accessibility. If a system is not configured or set up according to the business

process then it is flagged.

5.4.1 The effects of ERP on Continuous Auditing

This discussion in this section is centred around the findings from the data and
literature analysis that answers the question to the effects of ERP on continuous

auditing.

The literature analysis supports the findings of this study and reveals that proper
implementation and the integration of continuous auditing with the system leads to
more effective audit results. Managers stated that since the implementation of the
ERP, all reports are integrated into one system which makes it easy for auditors; the
system also grants them immense access to all data types which helps to enhance
the internal and continuous auditing process. When the participants were asked
“‘What are the effects of ERP on continuous auditing?” Respondents stressed that
the system provides accessibility and integration of data under one roof which makes

continuous auditing process easy.

Table 5.1: Effect of ERP on Continuous Auditing

Effects of ERP on Continuous Auditing

Question Respondents
Strongly | Agree | Not Disagree | Strongly
Agree Applicable Disagree
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Organisation practices CA 20 0 0 0 0

CA is an important function to have in an 20 0 0 0 0
organisation

PM is effectively monitored with CA 15 5 0 0 0
CA is effective in monitoring individual 0 3 15 2 0
performance

CA enhances control efficiency 15 5 0 0 0
ERP plays a role in enhancing CA 20 0 0 0 0

The table above depicts participants’ perception regarding the effect of ERP on
continuous auditing. From the Table 1.5 above, it is established that ERP system
plays a major role in continuous auditing especially with organisations that practice

continuous auditing.

Fifteen (15) respondents indicated that with continuous auditing in practice with ERP
system environment, performance management is effectively monitored. However,
five (5) participants did not share the same opinion due to the fact that they have not

effectively implemented continuous auditing.

Three (3) participants specified that continuous auditing is used in the organisation to
a certain degree to monitor individual system performance, although not all
departments continuously monitor individual system performance as depicted in the
table 5.1 above, fifteen (15) participants’ state that continuously monitoring individual
system performance is not applicable while two (2) participants disagree with
continuously monitoring individual system performance due to improper adoption of
the ERP system. Participants concur that with continuous auditing in place, control
efficiency is improved and all participants specified that ERP plays a huge role in

enhancing continuous auditing.
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The Table 5.1 above therefore indicates ERP has positive influence on continuous
auditing as long as there is proper integration of the continuous auditing process and

the ERP system is achieved.

GO: So it actually made everything much easier. It is of a, like | said a press of a
button and the information is real time. Basically what the ERP has done is brought

everything together. So that it’s all integrated, everything is integrated.

The primary role of an ERP is to support business activities. It is aimed at integrating
all departments and functions within the organisation onto a single computer system
that can serve all those different departments’ particular needs Vliet, (2011:6). The
findings, supported by the literature review reveal that the ERP system allows for the
organisation to configure the system in alignment to how the organisation runs and
how high productivity can be best achieved using the system. The performance of
ERP systems depends entirely on how it is installed, configured and rolled out. When
effectively installed, the system could enhance performance and better information
gathering (Dlodlo,2011:68,1).

When the question of ERP integration effect on continuous auditing was asked, the

following response was received from a line manager;

RA: The access we have been granted to the system is effective to all data type. As
long as we know the table name, we can basically put in the information put in the

period you want.

From the response received, it is evident that ERP does help drive/facilitate
continuous auditing depending on how the organisation decides to implement both
systems. This is not to say ERP has to work with continuous auditing for continuous
audit implementation to work. However, it does support continuous auditing and
makes it easier for the internal audit team to access data. With the implementation of
ERP managers explain that, working methods have become faster and simpler, it
also helps with monitoring management activity. Since the ERP system grants easy
access to data, this helps in making the organisation transparent which in turn helps
the organisation become more effective and efficient. The findings from the
guestionnaire reveal that being able to audit real time processes increases the

chance of fixing errors detected by the system as soon as it's flagged. Malaescu &
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Sutton, (2013:12) on knowledge gained from Conceptual Framework for Financial
Reporting Accounting & Board, (2010) and COSO framework Mcnally, (2013)
explains that in a continuous audit environment, financial information and controls
associated with it are audited on a continuous (real time) basis, which increases
both the timeliness and verifiability of the financial data as any inconsistencies are
reported and are fixed as they are detected, in accordance with the effective internal
control principle of information and communication. When ERP is carefully conceived
and successfully implemented, it can improve the way companies conduct business
for the better. Ehie & Madsen (2005:555) argue that successful implementation of
ERP drives “continuous monitoring and self-diagnosis throughout the implementation

process.”

When the question of ERP integration effect on continuous auditing was asked, the

following response was received from Managers;

SC: So | think, since we implemented it or since we actually started the ERP
program we streamlined a lot of processes, | think ERP streamlines with the
management team and then transparency was also something that we brought in
and everything is open and people can see also of course there is a little bit of

restriction of some salary stuff.

TT:. People often say that, you implement ERP and you have to change your
business but it’s actually the other way round so there is an element of neglect SAP
comes with pre-configured modules and in adopting these pre-configured modules or
business processes, you may have to change certain standard operating

procedures.

TT: If the system hasnt been configured or set up according to the business
processes then it’s flagged with a red flag and we are called in to analyse and have a

look at the mitigating factor and the proposed action.

This process helps improve the organisations operations which in turn affects the
organisations performance. Better and accurate audit report will be achieved. Since
continuous auditing supports a larger coverage area, the system allows for auditing

an entire set of data more regularly as opposed to doing samples. This means
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having more effective audit results. The findings from the responses show that ERP
streamlines a lot of their processes and carefully outlines and monitors all those
processes. This in turn aids the continuous auditing since all business processes can

be monitored easily in real time.

When the question does ERP help implement continuous auditing in your

organization was posed, the following was the response of a manager;

TT: The system has got a check; we call them validation so we’ve got hundreds of
validation built into the system to ensure audit compliance. So that’s definitely
something you can note in your report, that in the system, we build in validation rule

to ensure compliance to audit requirement.
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5.5 Discussion: Action as compliance and enforcement

Based on the findings, it was established that the ERP systems acts as a structural
property used to define the organizational setting. All processes get recorded on the
ERP system and all data is retrieved from the ERP system. Providing uninterrupted
access to information and transparency of information throughout the enterprise is
an attribute of the ERP system (Dlodlo, 2011:1).

These findings revealed that the ERP system enhances business activities and
operations; it integrates all business functions and processes onto one system which

reaches the specific needs of all departments.

To achieve maximum output from the system, we provide system capability, we build
the ERP application and configure it but we do not own the master data. The
software developers take the SAP application and custom develop it using a
program language. It is a roles based system so depending on certain roles that is

provided to you as an end user, so do you have the ability to use certain data.

5.5.1 Influence on Business Operations

In this section, findings from the data and reviewed literature that answers the
guestion; how does the use of ERP in continuous auditing influence business

operations was addressed

Understanding the impact ERP systems have on daily business operations helps
managers decide when and under what circumstances ERP should be adopted.
Equipped with this information, management can make informed decisions and can
then control the opportunities that the ERP system presents. The findings revealed a
number of other factors that could influence adopting the process of ERP in
continuous auditing within the context of an organization in South Africa, including

the key features of the structuration theory framework used in this study.

The findings reveal that ERP systems monitor business processes and gives an
overall assessment of the organisation. Ehie & Madsen, (2005:545) explains the
function of an ERP system as an integrated software solution that extends across

the range of business processes which enables companies to gain a holistic view of
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the business enterprise. An important division of continuous auditing is the
continuous monitoring of business process controls (Alles et al., 2006:138).

(b) How does the use of ERP in continuous auditing influence business operations?

When the question of does the use of continuous auditing help to enhance business
process was asked, the following was a response from a manager;

Respondents state that the system helps to identify gaps once a business process is
put through. However, Risks are identified but there are no controls linked to adhere
to the risk.

Table 5.2: Continuous Auditing influence on Business Management

CA Influence on Business Management

Question Respondents
Strongly | Agree | Not Disagree | Strongly
Agree Applicable Disagree
Communication of policies and 20 0 0 0 0

procedures to staff

ERP helps facilitate CA 10 10 0 0 0

ERP helps to enhance business process 20 0 0 0 0

The Table above depicts participants’ perception regarding the influence of
continuous auditing on business management.
From the table above, it is established that continuous auditing enhances business

processes as well as helps facilitate continuous auditing.

ERP system actually monitors business processes, for example; employee clock in
system. starting from clocking in which is the start of the business process for time
and attendance and obviously clocking out is now the end of the business process
for the day which is on a day but that accommodates every day which goes into
weeks, which goes into months. So oh definitely it looks at all the business

processes (GO).
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From the findings, it was established that there could be duplication of efforts within
the business process. However, the implementation of the ERP system helps erase
the issue of duplication. WorkwiseSoftware (2013:3) explain that by the integration of
distinct business processes, the ERP system ensures consistency and avoids
duplication and incoherence in different parts of the organization. Once the
traditional method of retrieving information is eliminated, a new audit process to
ensure compliance is created. (SAP, 2015:1) One major purpose of ERP systems is
to support business processes in order to increase company’s strategic
opportunities. Rezaee et al (2001:151) further argue that the elimination of a manual
information point due to modification in the organisations business process involves

establishment of new audit measures to conduct financial audit.

When the question of does the use of continuous auditing help to enhance business

process was asked, the following was a response from a manager;

TT: If you look at all our processes, look at the business process, there has been a
business improvement intervention. Previously, we had manual systems and we had
duplication of efforts so we would have three or four processes for the same thing.
So the ERP SAP system forces them to have one process. One process for
everybody in the whole metro in the whole region and the system has been set up
for the one process so that has definitely helped get better and be more efficient and

effective.

The findings reveal that the major problem faced by the organisation is that the non-
flexibility of audit procedures makes it difficult to improve business processes. The
system isn’t entirely flexible to accommodate certain business rules. However, the
system helps by indicating the gaps that have been identified, risks are identified but

no controls connected to mitigate the identified risk.

When the question of does the use of continuous auditing help to enhance business

process was asked, the following was a response from a manager;
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SC: yes and No. again | would say mostly yes but | think there are a little bit of no
because sometimes audit can be very rigid. Sometimes they don't really understand

what happens outside in the field or in the business.

HB: The system helps; once a business process is put through, it indicates a gap in

the system. Risks are identified but there are no controls linked to adhere to the risk.
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5.6 Discussion: Action as policies and regulations

Based on the findings, the identified effect continuous auditing has on performance
management would be a major influence for organisations to adopt continuous
auditing. The findings reveal that Performance is measured through the EPM
(Enterprise Performance management) module built into the ERP system. Through
this module, allocated task and to whom it’s assigned to can be monitored. Tasks
that need to be done can also be seen. Nwankpa& Datta, (2016:64) agreeing with
Hunton et al,(2004) argue that ERP systems offer changes such as internal control,
business processes and segregation of duties particularly influencing the auditors’
behavior through business disruption process and the overall internal control
process. Also, being able to integrate business processes into one unit and the
ability to pull out reports electronically with a press of a button helps effectively
monitor performance management. Individual performance could also be viewed
depending on the type of processes built into the system by the organization.
Ranganathan and Brown (2006) and Fup, Gmeiner, Schiereck, & Strahringer, (2007)
cited in Dunaway & Bristow (2014:6) point out that Business performance can
improve since the ERP system integrates business processes that navigate multiple

business functions, divisions, and geographical locations.

(c) How does continuous auditing influence performance management?

When the question does The ERP system monitor performance management was
posed, the following was the response form two line managers;

Respondents indicated that organisation performance is monitored easily through
the EPM module. However, individual performance is not automatically monitored.
The table below depicts participants’ perception regarding the influence of
continuous auditing on performance management. Respondents’ stated the
importance of configuring the ERP system to align with the organisations policies

and procedures in other to achieve optimum success.
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Table 5.3: Continuous Auditing Influence on Performance Management

CA Influence on Performance Management

Question Respondents
Strongly | Agree | Not Disagree | Strongly
Agree Applicable Disagree
Internal auditing standards are adhered | 10 10 0 0 0
to
Organisation policies and regulations are | 15 5 0 0 0
adhered to
ERP system set to monitor adherenceto | 15 3 2 0 0
policies and regulations

BC: There is what we call EPM (enterprise performance management) and that is a
set of application that we built for the organization to measure performance so we'’ve
got something called the mayor dash board which is used to monitor performance.

GO: Yes definitely, an example would be time and attendance. Prior to ERP we you
come in and you sign a register for 8 o’clock, you clock in and then out. Now what
you do is we have a binary system where you go and you press. And what basically
happens now is you just come early in the morning, you press in and you leave and

you go out. From there, everything is done electronically.

From the findings, it was established that the system enables the ability to audit real
time processes, which increases the chances of fixing errors detected by the system
as soon as it's flagged. This process helps improve the organisations operations
which in turn affects the organisations performance. Better and accurate audit report
will be achieved. Gopalan (2012:4) indicates that due to the technical complication of
ERP systems, it is mandatory for auditors to have increased knowledge in
computerized information. Organisations operating with enterprise processes
emphasises on gaining knowledge of the business processes as to executing regular

fundamental tests of controls, putting the application and process controls through

87




regular checks. Concurrently, auditors need to certify that the system is automating
the process accordingly.

When the question does The ERP system monitor performance management was
posed, the following was the response form two line managers;

BC: What we have done over the years is to say, provide continuous auditing with
this role and come into the system to observe it as it happens on the fly. So when
you are auditing a set of realities, it’s not retro, not backwards looking its right on the

fly and you can raise it that’s how IT/ERP interacts with audit for continuous auditing

The findings establish that monitoring individual performance is more effective with
the ERP system supporting the continuous auditing process. It's easy to identify
where improvement is needed. ERP is adopted in many organizations in attempt to
improve business performance. Elragal & Al-serafi (2011:2) further argue that firms
purchase ERP systems for technical gains or for improving operational performance
and efficiency.

SC: | think definitely it has enhanced performance management because now
everything is in one place and its one type of process and you can easily see where
there is an issue of people who are not performing but also it is easier to identify that
performance is people based or is it system based or is it skills based that you

maybe you see if you need to do some more training in that area.
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5.7 Summary

Table 5.4: Summary of Chapter 5

Findings and Discussions

1 | Introduction of the | This was provided in section 5.1. The main items
chapter that were discussed in this chapter were
introduced in this section.
2 | Process of analysis
3 | The findings The research findings were as the researcher

expected. Respondents were open in responding
to questions posed to them as well as in providing
comments and suggestions with regard to the
organisations systems and operations. This
proves how important this research topic seemed

to participants and was discussed in section 5.3
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Chapter 6

Conclusion and Recommendation

6.1 Introduction

This research aimed to investigate the integration of continuous auditing and ERP
systems in other to adequately understand how they impact organisations’
performance. The use of structuration theory was employed as a theoretical guide to
explore the factors. The literature provided a background to the main categories of
the research. The research categories were created on the basis of the predominant
factors in the literature that influence continuous auditing and ERP system. There

has been no similar study conducted with no similar emerging results.

The main research objective was to explore the role that ERP plays in supporting
continuous auditing to improve performance management. To achieve this objective,
three research questions were explored In order to expose how continuous auditing
influences Performance management using ERP systems. Interviews were
conducted with six managers and six team leaders of a selected organisation in
South Africa. The interviews explored the factors inductively which included the

views of management in the organisation.

This study concludes that for continuous auditing to be effective in improving
performance management, ERP system should be implemented. The successful use
of ERP systems depends largely on management and stakeholder engagement in
implementation, stating clearly objectives to be met and understanding existing gaps.
The rest of this chapter will discuss the research contributions (practical and

theoretical) the research limitations and recommendations for future research.

6.2 Re-examining the research problem
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The highlighted research problem in this study is as follows; lack of continuous
auditing in many organisations has resulted in unproductive use of organisations’
time and resource due to increase in data management systems. As many
organisations have adopted the use of ERP. However, there has been very little
research done on implementation of ERP systems and continuous auditing and how
they impact on organisations performance.

The outcome of the data analysis shows that integration of the continuous audit
process and the ERP has a great impact on the organisation. Majority of
respondents specified that with the help of the ERP system, they are able to get
ample access to data needed for the auditing process. Data analysis proves that with
the integration of these processes, management can track organisational

performance easily. However, the system fairly monitors individual performance.

The outcome of the data analysis shows that integration of the continuous audit
process and the ERP has a great impact on the organisation. Majority of
respondents specified that with the help of the ERP system, they are able to get
ample access to data needed for the auditing process. Data analysis proves that with
the integration of these processes, management can track organisational

performance easily. However, the system fairly monitors individual performance.

6.3 Re-examining the Research Questions: Main Question

How can continuous auditing improve performance management?

In this study, respondents provided their views on the integration of the ERP system
with continuous auditing. Respondents indicated that monitoring organisations
performance has become more effective since the adoption of the ERP system and
its integration with continuous auditing. Managers can pick up easily where
improvement needs to be made. More details can be obtained from sections 5.4; 5.5;

and 5.6 of this dissertation.

6.5 Re-examining the Research Objective
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From the research findings, the set research objectives stated in section 1.5 of the
first chapter were met. In view of the literature reviewed in this study as well as the
research results, the results of the study will be presented as a general framework to
guide effective continuous auditing. The research will contribute to the existing
knowledge on continuous auditing and ERP systems in general in a selected
organisation.

(a) Identify the importance of ERP in continuous auditing.

The results obtained from data analysis indicated management’s perception on the
adoption of the ERP system and providing continuous audit in the organisation and
how it has affected performance.

(b) Determine how the use of ERP in continuous auditing influences business
operations.

Data analysis result obtained showed the effect that the integration of ERP systems
with the continuous auditing process has on business operations.

(c) Determine how the use of ERP in continuous auditing influences performance

management
6.6 Research Contributions

6.6.1 General Contributions

One of the objectives of this research was to recommend continuous auditing
framework of performance management for organizations. The study debates that
the status of the outcome of the combined use of both process and system will
determine performance. Since the role of ERP system is to support business
activities integrate all departments and functions across a company onto a single

computer system that can serve all those different departments’ particular needs.

The system is used to store and interpret data from the organisations business
activities. The application and integration of ERP systems has both negative and
positive impacts on the organisation. Proper implementation and integration of the
ERP system provides effectiveness, efficiency and productivity is achieved. A
negative outcome can be generated due to unsuccessful implementation and use of
the ERP system.
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6.6.2 Theoretical contribution

This study used an interpretive case study methodology, to provide relative
understanding on the effect of the combined use of ERP and continuous auditing on
the organisations performance. Using structuration theory, new perspectives were
explored, thereby changing the perception about continuous auditing. The study
explored areas of concern that generated a comprehensive view of the peculiarity in
the context of an organisation. The theory used by the researcher obligated the
study to also consider both human and nonhuman factors of the phenomenon. This
research study was conducted by adopting a qualitative approach in exploring the
effect the ERP system and the continuous auditing process has on performance
management while taking into consideration management perception of ERP and

continuous auditing at a selected organisation.

This is the first time, as far as the researcher is aware, that structuration theory has
been used as a lens to study ERP and continuous auditing and how it influences
performance management in the context of an organisation allowing the theory to be
applied beyond the bounds of previous research contexts. The use of interpretive
case study methodology together with structuration theory has helped to generate
new knowledge and a broader understanding of the study of ERP and continuous
auditing from the perspective of an organisation. By applying an interpretive
approach, this research looked at how performance management as an ideal can be
achieved when integrating both processes to work together. Therefore, this study
revealed factors for the development of continuous auditing process to be an
important aspect of the study due to continuous auditing being implemented to aid
reduction of risk and test to the monitoring system used by management to monitor

performance.

Furthermore, respondents revealed that the organisations environment has identified
appropriate implementation method that should be adopted, impacting on

organisations performance.

6.6.3 Practical Contribution
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Data was gathered through semi structured interviews at the selected organisation.
The improved understanding of the phenomenon under study can help users
develop better strategies and policies; hence a comprehensive general framework
explaining the effect of integrating the continuous auditing process with the ERP
system was developed to assist in the development and implementation of
continuous auditing in organisations. The researcher also makes practical

recommendations while considering these factors for implementation by managers.

6.7 Recommendation and Further Research

The process of analysis used for this research was rigorous however; consideration
of the findings should be done with care due to certain restrictions of the research.
The data used in this research were gathered from one organisation indicating that
the results gathered cannot be presented for environments beyond the organisation
of investigation. Reproduction of this study for future research could be done in other
organisations so as to authenticate these findings and confirm its external legitimacy.
Prospective research could also use quantitative techniques to further verify the
findings in other organisations. This research only focused on the IT and Internal
auditing department. Future studies could look at including other units, as it is
evident that they have a general impact on the effectiveness and efficiency of the
organisation. The organisation under study has a well-structured ERP system and
continuous auditing process as well as integrating both system and process.
Therefore, findings may differ from an organisation that does not have an ERP
system and a continuous auditing process. For future studies, a comparison between
the factors that emerge from such organisations with those organisations that have a
well-structured ERP system and continuous auditing process as well as integrating

both system and process should be done.

Due to the originality of this research and the limited use of structuration theory as a
regulatory structure in a study concentrating on ERP and continuous auditing,
additional studies should explore these factors to verify if they are actually related to
this scenario or if there are other factors that intersect between various

organisations. Future studies could also apply the same method using the setting of
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an academic institution so as to determine if the same research instrument will

produce similar or different results for a different context.
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6.8 Chapter Summary

Table 6.1: Summary of Chapter 6

CHAPTER SIX: CONCLUSION AND RECOMNDATION

1.

Introduction of the chapter

Introductions to the main items were discussed

in this chapter.

Re-examining the research
problem

The research problem was revisited in this
chapter to explain how the problem was solved

within the course of this study.

Re-examining the research

guestions

In this chapter, The research questions were
revisited to explain how they were answered

within the course of this study.

Re-examining the investigative

guestion

This Chapter revisited the research
investigative questions to explain how the
investigative questions were answered within

the course of this study

Re-examining the research
Objectives

The research objectives were revisited to
explain how they were met within the course of
this study.

Research Contribution

Contributions of the research were discussed in

this chapter.

Conclusion

A conclusion provided an encompassing

statement about this research.
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Appendices

Appendix A: Interview Schedule

COVER LETTER

Introduction and purpose of interview

The role of enterprise resource planning systems in continuous auditing of a selected
organization in South Africa

PART A: INTRODUCTION

My name is Anyanwu Ogechi. | am a Masters candidate in the MTech: Business
Information Systems program at the Faculty of Business and Management sciences
of the Cape Peninsula University of Technology. | am in the process of writing my
masters’ dissertation and am collecting data for that purpose. For my masters’
dissertation | am very interested in understanding and interpreting the role of
enterprise resource planning systems in continuous auditing of a selected

organization in South Africa.

The purpose of this letter is to ask for your assistance by agreeing to be a participant

in this study

Background of the research

The implementation of an ERP system does not only deal with the change of
hardware and/or software systems, instead it entails transforming the company to a
higher level of performance through improved and modernized business process.
When ERP is carefully conceived and successfully executed, it can change the way
companies conduct business for the better. Successful implementation of ERP
drives continuous monitoring and self-diagnosis throughout the implementation

process.
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Primary objectives of the interview

The main objective therefore is to determine a framework to guide continuous
auditing using ERP system. To address the main objective, the following sub-

objectives are derived:

e To determine the factors affecting continuous auditing

e investigate how ERP systems’ implementation can influence continuous
auditing in a retail organization

e Recommend performance management framework of continuous auditing for

retail organizations.

Confidentiality and anonymity

All information provided by respondents will be kept strictly confidential and
anonymity guaranteed. Information provided will be used strictly for research
purposes only. As respondents are participating in this research study on a voluntary
basis, respondents may withdraw from the study at any point in time they should so

wish.

PART B: INTERVIEW CHECKLIST

B1 Continuous Auditing In Practice

B1l.1 Describe how continuous Auditing is practiced in

this organization

1.2 It is important to have a continuous audit function

in an organization. Explain why

1.3 Is continuous auditing effective in monitoring

performance management? Explain why

14 Describe how continuous auditing is effective in

monitoring individual performance

15 Describe how continuous auditing influences
efficiency and effectiveness of operations (e.g.

enhancing control efficiency).

1.6 How does ERP play an important role in enhancing continuous auditing
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How does continuous auditing influence efficiency and effectiveness of operations?

B2 Infrastructure, Standards, Policies & Regulations

B21 How are new Policies and procedures communicated to staff, shareholders
and stakeholders?

2.2 Does ERP help enforce continuous auditing in your organization? Explain how

2.3 Why is it important for your ERP system to monitor adherence to policies and

regulations?

Does ERP help implement continuous auditing in your organization?

Does the use of continuous auditing help to enhance business process

B3 Communication, Practices, Authority

B31 Explain how this organisation ensures that Standards applicable to Internal
Auditing are adhered to

3.2 Explain if Organization policies and regulations are stated clearly and why they

need to be clearly stated.

3.3 Is your ERP system set to monitor adherence to policies and regulations?
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Appendix B: permission letter to use research environment and population (both)

CITY OF CAPE TOWN CORPORATE SERVICES AND COMPLIANCE
ISIXEKO SASEKAPA
STAD KAAPSTAD Gerhard Ras

Exacufive Director: Corporate Senvices and Compliance

T: #2721 400 7430
E Gerhard.Ras@capelown,gov.io

2015-09-04

Anyorwu Ogechi
M-Tech candidaote
CPUT

RESEARCH STUDY APPROVAL

| refer to youwr request to conduct reseorch study on the Topic: The role of enterprise resouwrce
planning systems in continuous auditing of a selected organization in South Africa,

The request for research is approved subject fo the following conditions:

1. The respondents (City officiok| are not obliged to respond or porticipate. but do so
valuniorily and fo the exten! that they cre able or wish 1o respond or participote.

2. If the reseorch results are published, the name of the City of Cope Town is not fo be
used withaul the City's prior pamission.

3. It 5 to be stoted in your thesis that if has been prepored in your personal capocity and
coas not reflect the views of your employer.

4. A copy of the final, completed thesis s 1o be sent to the Director: Information Systems
ond Technology| Ancre Stelzner]; the Acling Director ! Internal Audil ( Vincent Bolto)
ond the ODirector: Davelopment nformation ond Geogrophic Information System
[Keith Smith)

| wAsh you well in your research.

AGR.

GERHARD RAS
EXECUTIVE DIRECTOR: CORPORATE SERVICES & COMPLIANCE

CInC Cenere %o

Y2 HERTIO0 BOULEVARD CAPE TOWN BOD1 PAVATE 3AG X9183 CAPE TOWN BOO0
www.capalawn gevas

g Making progress possible. Together.
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Appendix C: Ethics Approval

~—

P.O, Box 1906 « Bellvilie 7535 South Africa «Tel: 427 21 309660 « Emad: salicfa@cputac.za

Symphany Read Sellville 7515

Office of the Chalrperson Faculty:
Research Ethics Commitios

BUSINESS

At a meeting of the Research Ethics Committee on 16 Septembear 2015, Ethics Approval

was granted to ANYANWU, OGECHI ULOMA (210027371) for research activities

Related to the MTech'DToch: MTach: BUSINESS INFORMATION SYSTEMS

atthe Cape F o ity of Technology

The role of enterpriee rasourca planning in
continuous auditing of a selected crganisation in

Title of dissertationthesis: | Sauth Alrica

Supervisor: Dr M Twum-Darko & Mr A Jarry

Signed: Chairpersan: Resaarch Ethics Committee

16 Soptomber 2015
Date

e

swl Ch-lrpo}o;'aly Ressarch Commition

76 (Jyetortor m.;f

=

Cleorance Cenificms No | 208 FBILECI0S
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