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ABSTRACT

This study explores the relationship between the maturity of government internal audits and public administration's
performance. The research investigates how internal audit maturity affects how complex public administrations
perform. The qualitative research method used was matrix analysis, which involved collecting data from relevant
documentation. The main finding in the research is that the level of maturity of government internal audits can
improve the performance of public administration. High government internal audit maturity can enhance the quality
of government agencies' accountability, risk management, and control. As public administration advances, the
demand for high-quality services provided by internal government audits also increases. These findings provide
valuable information for internal government audits about how to raise service standards and satisfy the needs of a
more sophisticated public administration.
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INTRODUCTION

The quality level of the internal audit organization can be measured by its internal audit maturity. The Institute of
Internal Auditors (IIA) has created a competence model specifically designed for public sector internal audits to assist
in this matter (Institute of Internal Auditors Research Foundation, 2009). This model has been the subject of
numerous studies (Airlangga & Rossieta, 2023; Ayagre, 2015; Barac, 2016; Firmansyah et al., 2022; MacRae & Van
Gils, 2010; Rensburg & Coetzee, 2011, 2015, 2016). The research findings from Rensburg & Coetzee (2011, 2015,
2016) suggest that most KPAs in the Internal Audit Capability Model (IA-CM) are relevant in South Africa. However,
there are obstacles to implementing some KPAs. According to the research, public sector internal audits are crucial.
The study recommended revising legislation and strengthening internal audit functions. The study cited by Barac (
2016) examined responses from participants in BRICS nations regarding the 2010 global Common Body of Knowledge
(CBOK) survey performed by the Institute of Internal Auditors (lIA). The research results show that coercive,
normative, and mimetic pressures affect internal audits in BRICS countries. Coercive pressure is related to internal
audit regulation, normative pressure is related to professionalism, and mimetic pressure is related to imitation of
best practices.

Ayagre (2015) showed that the effectiveness of internal audits in enhancing governance is constrained by factors
such as technical and professional skills, low motivation, insufficient budget, and lack of management support.
Another constraining element is the issue of internal auditor autonomy, which directly impacts the impartiality of
internal auditors and could indirectly hinder the implementation of planned audits.

Previous studies (Airlangga & Rossieta, 2023; Firmansyah et al., 2022; Manggarani & Yudiyanto, 2023) examine
the application of IACM and the role of internal auditors in Indonesian governmental entities. Airlangga & Rossieta
(2023) analysis shows that the self-assessment of internal auditor maturity of one of the government's internal
auditor units has reached level 4. The analysis indicates that some internal audit capability model components have
reached level 3, but other aspects have not yet satisfied the infrastructure criteria for level 4. Firmansyah et al. (2022)
show that district inspectorates still have capabilities at level 1. According to Manggarani & Yudiyanto (2023), the
more influence the government's internal auditor has, the higher the level of involvement in providing assurance
and consultancy services.

Postula et al. (2020) confirmed that internal audits positively influenced the fulfilling public service responsibilities
at the operational level but did not affect the accomplishment of tasks at the strategic level. Under these conditions,
it is uncertain if the government's internal auditors possess the necessary level of maturity to uphold and enhance
the standard of excellence in public administration.

Much earlier, the paradigm of public administration also shifted. Research indicates that public administration has
experienced a shift in paradigm from traditional public administration to public management and public governance.
Emphasises incorporating private sector ideals like collaboration, openness, and involvement while addressing
environmental, climate, and governance concerns (Almquist et al., 2013; Bryson et al., 2014; Mattei et al., 2021;
O'Flynn, 2007).

In response, this article aims to explain the relationship between internal auditor maturity and the development
of public administration. In addition, this paper seeks to see the level of conformity between the maturity of internal
auditors and the current state of public administration. From this condition, recommendations will be made
according to the level of suitability so that the government's internal auditor institution can take strategic and tactical
steps to achieve the required level of balance. Thus, the maturity of government internal auditors is intended to
enhance the performance of public administration inside the government.

This study employs a qualitative approach, utilizing matrix analysis to thoroughly examine and explore the
interconnections and associations between various constructs or variables (E. Groenland, 2018). Compared to
previous research, the novelty of this article is that it looks at the maturity of internal auditors from a public
administration perspective in the form of a suitability matrix.
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LITERATURE REVIEW
Internal Audit Capability Model (IACM)

In 1999, the Institute of Internal Auditors released a maturity model for internal audits in the public sector
(Institute of Internal Auditors Research Foundation, 2009). The development of this model adopted the software
maturity capability model, a process-level assessment and development training program at Carnegie Mellon
University created in 1986. The key objective of the IACM is to provide a self-evaluation and improvement
instrument for the internal auditor's maturity in the public sector (Rensburg & Coetzee, 2015).

Capability refers to the aptitude or competence of an individual, system, or organizational unit to accomplish the
objectives associated with its purpose (Rensburg & Coetzee, 2016). Internal auditors' primary objectives are to
provide value and assist management in meeting its goals by impartially evaluating the effectiveness and efficiency
of risk, control, and governance (Institute of Internal Auditors, 2017).

According to research by MacRae & Van Gils (2010), internal audit maturity is mostly at levels 1 and 2 on the scale
of five levels at the IACM. According to survey results, the public sector internal audit initiatives in the United States
and Canada are more advanced than those in other regions. However, effective internal audits need to focus more
on implementing appropriate governance practices, such as creating a public sector audit committee and having the
committee select the chief internal auditor.

The internal auditor capability model contains five levels, six evaluation components, and 41 crucial process
domains that relate the features and capabilities of the various levels, showing how internal audits may progress
from one level of capability to another (Institute of Internal Auditors Research Foundation, 2009; Rensburg &
Coetzee, 2015).

The levels of IACM comprise five levels. Level one (initial) denotes the absence of an organized internal audit
system, while level two (infrastructure) indicates some degree of established practices within this area. Moving on
to level three (integrated), it highlights that internal auditor management, policies, and procedures are congruent
with those at the organizational level. Level four (managed) indicates alighment between expectations for critical
stakeholders and internal auditor processes and functionalities. Level 5 (optimal) has continual learning and
improvement towards attaining supreme excellence from internal audit functions (Institute of Internal Auditors
Research Foundation, 2009). The six elements encompass (1) services and roles, which pertain to the nature and
extent of services offered by the internal audit function; (2) human capital management, which emphasizes the
acquisition and development of internal audit personnel; (3) professional practices, which encompass the essential
processes, frameworks, and policies; (4) performance management and accountability, which involve the provision
of necessary information to ensure the effective operation of the internal audit function; (5) Organizational
relationships and culture pertain to the internal audit function's positioning and connections, both within and
outside the organization; (6) Governance structure refers to the functional and administrative reporting framework
of the chief audit executive (CAE), as well as the organizational role of the internal audit function within the
organization (Rensburg & Coetzee, 2015). An illustration of the maturity level conditions can be seen in Figure 1.
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Figure 1. Internal Audit Capability Model Levels
Source: IIARF, 2009

The need for higher maturity levels grows with the organization's size, complexity, and operational issues (Institute
of Internal Auditors Research Foundation, 2009). This approach seeks to match an organization's internal audit
capabilities with the complexity and nature of the organization.

Public Administration Paradigm Shift

Public administration has evolved with the demand for broader, higher-quality public service needs. After the
Second World War, public administration turned to bureaucratic logic, or classical public administration, which used
the Weberian model (Mattei et al., 2021; Troupin et al., 2010). According to Weber, top-down control is a monocratic
hierarchy in which managers and employees carry out policies established by senior management while answering
to and being responsible to one superior (Pfiffner, 2004).

Classical public administration is based on strict normative application, the rule of law, and rationality in budgeting,
implementation, and policymaking (Grossi et al., 2023; Osborne, 2006). Classical public administration has principles
based on rules, protocols, and strict responsibilities to the government (Meyer et al., 2014), as well as adherence to
routines, rules, and procedures (Goodrick & Reay, 2011; Hyndman et al., 2014).

Since the late 1970s, public administration reforms have been undertaken to modernize and improve the
efficiency of the public sector, as it has been heavily criticized for inefficiency and poor orientation towards public
satisfaction (lacovino et al., 2017). This paradigm shift is known as new public management (Osborne, 2006). New
public management is a range of approaches designed to replace traditional public administration models' excessive
bureaucratic, inefficient, and ineffective practices (Almquist et al., 2013)(Pfiffner, 2004).

New public management is a concept that incorporates private sector management concepts and market
mechanisms such as competition, competitiveness, and performance by results in public administration,
underpinned by efficiency and effectiveness (Almquist et al., 2013; Hyndman et al., 2014; Meyer et al., 2014; Reiter
& Klenk, 2019). The main emphasis of this approach is on goals and results, and it recognizes and encourages
managerial discretion in reallocating resources to get better results (Meyer et al., 2014). According to Mardiasmo
(2018), the new public management focuses not on policy but on management, performance assessment, and
efficiency. Furthermore, Pfiffner (2004) outlines that the new public management advocates loosening the
restrictions imposed by classical public management. The aim is to encourage innovation, adaptability, better
operational effectiveness, and customer satisfaction. Greater autonomy is given to lower-level managers for
decision-making. New public management encourages responsibility, risk, and an entrepreneurial mindset (Pfiffner,
2004).
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Although new public management aims to improve efficiency and effectiveness in public sector organizations,
While New Public Administration aims to improve the effectiveness and efficiency of public service institutions,
several criticisms have emerged regarding its implementation in government settings. One criticism is that when
new public management focuses on efficiency and effectiveness, it neglects other important values such as equality,
social justice, and democratic accountability (Rimington, 2009). Another criticism is that the emphasis on market-
style competition and performance-based measurement in NPM can lead to a narrow focus on achieving short-term
efficiency, neglecting long-term social goals and the needs of marginalized communities (Jun, 2008). NPM has also
been criticized for its reliance on quantifiable metrics and targets, leading to a culture of "gaming the system" and
data manipulation rather than voluntary improvements in service delivery (Diefenbach, 2009). Such shortcomings
have led to a push towards new and better approaches.

The emergence of the new public governance (NPG) approach in public administration was a response to the
deficiencies of the new public management (Almquist et al., 2013; lacovino et al., 2017; Osborne, 2006; Wiesel &
Modell, 2014).

There are two primary reasons that new public governance (NPG) is more comprehended than NPM: (1) NPG
prioritizes the pursuit of value inside the public sector compared to the private sector. Furthermore, (2) NPG uses
an organizational network perspective rather than individual client-related organizations [12]. The term "governance
network" is used to label a more or less stable pattern of public relations (interactions, cognitions, and rules)
between interdependent actors (public, semi-public, and private) in complex policy issues or policy programs
(Almquist et al., 2013; Koppenjan & Klijn, 2004).

METHODOLOGY

Matrix analysis is used in this research to thoroughly examine and detail the qualitative method's relationship
between the variables or constructs (E. Groenland, 2018). Matrix analysis entails the construction of a table or matrix
to systematically arrange and juxtapose data about several categories or themes (E. A. G. Groenland, 2017). Data
will be collected through document analysis, including a review of data and information such as government policy
documents and other documentation relevant to internal auditor maturity and public administration development.

DISCUSSION
Internal Audit Maturity and the Shift in Public Administration

Internal audit is a unit within the organization with a role that continues to grow along with the organization's
development. In the realm of government, the development of public administration affects government institutions
under the supervision of the internal audit unit. Applying modern and advanced public administration to government
institutions leads to increased demands for service quality during internal audits (Postula et al., 2020). Improving the
quality of the roles and services provided by internal auditors requires an increase in the level of capability of auditors
within the government's internal auditor organization (Institute of Internal Auditors Research Foundation, 2009).

When viewed further, classical public administration relies on standardized rules and procedures with a Weberian
bureaucratic model (Meyer et al., 2014). Financial and compliance audits are the dominant internal audits in carrying
out their duties, concentrating on input requirements and enhancing public funds utilisation (Mattei et al., 2021).
Even under certain conditions, investigative audits are an option for overseeing the implementation of activities that
also include budgets and realizations. The focus on implementing and quality internal controls is essential, with
standardized systems and procedures being the primary control tools in government organizations. In this classical
public administration, level 1 (initiation) and level 2 (infrastructure) maturity levels are still within the scope of
appropriate and acceptable capabilities. As supervisors or watchdogs, government internal auditors play a central
role in this paradigm (Rahayu et al., 2020).

In public administration, new public management (NPM) is an approach that incorporates managerial and market
values into government (Grossi et al., 2023), with performance and accountability approaches being central. The
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focus of government operations, from planning, budgeting, implementation, administration, and accountability, is
performance-based to the outcome and impact level (Syafral & Akbar, 2018). The Indonesian government has
implemented this new public management with integrated performance-based planning and budgeting (Mardiasmo,
2018; Syafral & Akbar, 2018), although it still experiences some challenges. In this condition, internal auditors are
required to be able to carry out performance audits (value-for-money audits) even at a higher level, namely, risk-
based performance audits (Parker et al., 2021). Performance audits are economic and efficiency audits and
effectiveness audits of programs/activities carried out by government institutions (Mardiasmo, 2018). This type of
audit requires internal auditors to better master the business processes in the audited unit to map conditions and
problems in terms of inputs, processes, outputs, outcomes, and impacts of the existence of audited government
activities/programs. The recommendations provided lead to improved performance and accountability of
government agencies . When an internal audit can conduct performance audits, its maturity generally reaches level
3 (integration). The ability to offer consulting services to government units under their jurisdiction is another
requirement for internal auditors at this level (Institute of Internal Auditors Research Foundation, 2009).

Given the criticisms against new public management, the NPG approach offers an alternate strategy for raising
the standard of public administration that involves the community as stakeholders rather than as a product to be
developed. The involvement of the community and other stakeholders, such as other government units, non-
governmental organizations, and the academic world, in every policy and implementation of government
activities/programs, is a fundamental principle of good governance (Graham et al., 2003). The new public
governance shifts the government administration's focus to delivering public needs and values. Public value benefits
the public or citizens (Grossi et al., 2023; Moore, 1995). Every public manager should create added value for the
public so that the public benefits from the existence of the government. In this condition, government internal
auditors can play a role as a driver of governance in government agencies so that the process of creating public value
can be realized. Levels 4 and 5 of internal audit maturity, namely the "managed" and "optimization" levels,
respectively, are designed to align with the principles of new public governance (Institute of Internal Auditors
Research Foundation, 2009). These levels prioritize the significance of effective governance processes, including
openness, accountability, and ethical conduct. At level 4 (managed), internal auditors ensure that risks are identified
and managed effectively.

In contrast, at level 5 (optimization), they work to continuously improve the organization's governance processes
and enhance its overall performance. By adhering to these maturity levels, organizations can strengthen their
internal controls, minimize risks, and achieve their strategic objectives responsibly and sustainably (Institute of
Internal Auditors Research Foundation, 2009). Figure 2 shows the relationship between internal audit maturity and
public administration shifts.
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Figure 2 Internal Audit Maturity and Public Administration Shift
Source: Grossi, 2023 and IIARF, 2009
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Balanced, Deficiency, and Excessiveness of Government Internal Audit Capabilities

The maturity level of the internal audit is an immediate indication of the abilities provided by both the internal
audit unit and the auditors performing within the organization. The higher the maturity level, the higher the
capability demands internal auditors must meet. With the increasing modernization of public administration,
internal auditors must exhibit greater maturity. When the maturity level follows the needs of public administration,
the balance between capability needs and the needs of public administration will be achieved. Nevertheless, the
situation will vary if the internal audit capability fails to fulfil the requirements of the public administration. In light
of this, expediting the capability improvement process has become imperative by enhancing auditors' skills and
expertise and augmenting the audit function's organizational capacity (Institute of Internal Auditors Research
Foundation, 2009). This action will enable the organization to identify and address potential risks and vulnerabilities
better while ensuring that internal audit processes are robust and effective. Organizations need to meet six essential
elements and 41 key process areas to achieve a higher level of process maturity. These elements and areas are
sufficient for effective process management (Institute of Internal Auditors Research Foundation, 2009). When these
conditions are met, organizations can expect to see improvements in their overall efficiency, productivity, and
quality of work. It is important to note that each key process area has specific goals and objectives that must be met
for successful implementation. Therefore, organizations must thoroughly understand these areas and work towards
meeting them to achieve optimal performance.

Further analysis can be done based on self-assessment or assessment from the supervising institution (BPKP for
Indonesian government internal audit). The results of the analysis can be used as input to improve the capability of
government internal audits. The following is a matrix table of maturity conformity of internal audit with public
administration.

Table 1 Matrix Conformity of Internal Audit Maturity Levels with Public Administration

. Classical Public New Public New Public
Maturity . . .
Administration Management Governance
Level 1 Initials Balanced Deficiency Deficiency
Level 2 Infrastructure Balanced Deficiency Deficiency
Level 3 Integration Excessive Balanced Deficiency
Level 4 Managed Excessive Excessive Balanced
Level 5 Optimizing Excessive Excessive Balanced

Source: Matrix Analysis on IACM and Public Administration Shift

In the context of internal audit, different maturity levels define the capabilities and scope of the internal audit
setting. Levels 1 and 2 are characterized by a balance of capabilities that enable the internal auditors to carry out
assignments in organizations where the government
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operates at a classical administrative level, focusing on control. Internal audits in such organizations function as
watchdogs for public managers, ensuring compliance with laws and regulations while managing financial resources
effectively (Rahayu et al., 2020). This role involves reviewing the organization's financial statements and
transactions, assessing its internal controls, and providing recommendations for improvement.

At Level 3 internal audit maturity, government organizations can balance different capabilities to meet the needs
of an NPM approach that emphasizes performance and accountability. NPM makes the role of internal audits even
more critical, as it ensures the quality of government operations by conducting performance audits that focus on
value for money (Parker et al., 2019) and providing consultation on control and problems with risk management.
Internal audit teams must comprehensively understand the organization's goals and objectives and the risks and
problems it encounters. As a consultant, internal audits must guide the auditee's risk management to be more
effective and assist in achieving organizational goals efficiently and effectively (Lenz & Hoos, 2023). Overall, Level 3
internal audit maturity represents a significant step forward for government organizations looking to improve their
performance and accountability. By focusing on quality assurance and risk management, these organizations can
achieve their goals and deliver value to the public.

At the pinnacle of internal audit maturity, levels 4 and 5, Internal audits play an increasingly important function in
government administration. This level is particularly true at the new public governance (NPG) level, which prioritizes
creating public value (Grossi et al., 2023). At this level, internal audit is a trusted advisor to government management,
ensuring the effectiveness of all controls, risks, and governance processes (Christ, Eulerich, Krane, & Wood, 2021).
Moreover, government internal auditors' assurance services focus on non-financial audit forms, such as
sustainability and governance (Grossi et al., 2023). These types of audits provide valuable insights into the
performance of government programs and activities, empowering government agencies to pinpoint regions needing
development and make well-informed choices to increase public value. Internal audits also act as agents of change
within government organizations by promoting a culture of continuous improvement (Institute of Internal Auditors
Research Foundation, 2009). By providing recommendations for enhancing governance, managing risks, and
improving controls, internal audit helps government organizations adapt to changing circumstances and achieve
their strategic objectives.

CONCLUSION AND RECOMMENDATION

The study has shed light on a crucial aspect of the public sector: the significance of internal audit maturity. It has
been found that the maturity level of government internal audits is an essential indicator of the level of capability
achieved. In other words, the more mature the internal audit functions, the higher their capability and effectiveness.

Furthermore, the study has demonstrated how internal audit maturity improves public administration
performance. This impact has been observed in various areas, such as control, risk management, governance, and
accountability. In other words, when the internal audit function is mature, it positively influences these areas.

The study additionally established a clear connection between the improvement of public administration and the
maturity of government internal audits. It means that as the maturity level of internal audits increases, the
development of public administration also improves. Therefore, government internal audit institutions must
increase their maturity level to keep up with the demands of an ever-evolving public administration.

The government must invest more resources to improve internal audit maturity to achieve this. This investment
will ensure the public sector's continued development and the delivery of excellent services to the public.
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