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ABSTRACT

Numerous environmental issues, including cleanliness, flash flood, rise of dengue cases,
and waste management, have often flashed as the main headlines across Malaysian
newspapers. Such issues are managed and monitored by Malaysian Local Governments
(MLGs) administered under their respective State Governments. The uprising
environmental issues reflect poor monitoring performance by MLGs on environmental
activities and programmes that occur under their nose. Inherently, the abovementioned
scenario denotes weak or inadequate environmental audit practices (EAP) that ascertain
the efficacy of environmental programmes and activities organised by MLGs. As
stipulated by the National Audit Department (NAD), auditing processes on related
environmental programmes are only executed after five-year interval due to time and
auditor constraints (Buang, 2007). As such, this present study had looked into the
differences and similarities in EAPs between two MLGs (ALPHA and BETA), along
with the roles of internal auditors in conducting EAPs for both MLGs. This qualitative
study had captured data via review of heaps of documents, multiple interviews, and vast
informal observations. The case study approach was employed with a single unit
analysis, and followed by the multiple case study design on ALPHA and BETA. Three
perspectives; functional, interactionist, and cognitive, were described from the lens of
role theory, which was initiated by Katz and Kahn (1978). As a result, this study
revealed that the internal auditors constructed their roles through the following three
processes: developing expectation, establishing the interaction platform, and
responding to the implementation of EAPSs. It was discovered that the EAPs in ALPHA
were more efficient in light of expectation development particularly due to six criteria,
namely: initiator of EAP, coverage of the audit, composition of the audit team,
involvement of the quality officer, audit checklist, and reporting the audit findings.
Next, the interactionist perspective was probed into through the lens of the role theory
to describe the interaction platform in EAPs developed by the internal auditors.
Accordingly, it was found that normal audit processes (e.g., annual work plan, training,
letter or memorandum of audit, exit meetings, and review meeting of audit) and
Management Committee Meeting served as the interaction platforms in enabling EAPs.
Additionally, the roles of secretariat of audit, technology, and meeting attendees can be
enhanced to improve the interaction mechanism between internal auditors and auditees.
Based on the cognitive perspective in light of the role theory, as prescribed by Mantere
(2008), this study affirms that internal auditors function as protector in BETA and
problem solver in ALPHA.
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CHAPTER ONE

INTRODUCTION

1.1 BACKGROUND OF THE STUDY
It was indeed a globally alarming concern when approximately 12.6 million deaths
among people were reported due to environmental-related diseases, including
respiratory diseases, malaria, and dengue (World Health Organisation [WHO], 2019).
Prior to this devastating report, both the United Nations Environmental Programme
(UNEP) and the WHO had released a joint report under the Health and Environmental
Linkages Initiatives (HELI) to serve as guidance for governments worldwide to
overcome environmental-related issues (WHO, 2017). The instrument that determined
the number of environmental risks, which was developed prior to this initiative, had
been embedded in the said report (WHO, 2017). Environmental risks are measured by
the proportion of the number of environmental-related diseases over the rates of
economic growth (WHO, 2017).

Dengue fever, for instance, is an environmental-related disease that has caused
death at an increasingly alarming rate on annual basis (WHO, 2008). In 2016, over 3.34
million cases of dengue fever were reported, in which 616,000 cases were fatal (WHO,
2019). In line with the global trend, the number of dengue fever cases in Malaysia has
been increasing as well. The Ministry of Health Malaysia had announced that the
number of dengue fever cases had increased sharply by 21.6% within a week between
30 April and 6 May 2017 (Fong, 2017). Therefore, a pressing need exists to uncover the

factors that have been contributing to this devastatingly increasing trend.



The escalating rate of dengue fever cases has been due to the weather and poor
management of cleanliness (Arumugam, 2016; Fong, 2017; WHO, 2019). Ravindran
(2019) asserted that poor cleanliness management starts with inefficient garbage
management process. Public awareness and participation have integral roles in
managing and are part of the responsibilities of the local authorities. The Malaysian
Health Deputy Director-General (Public Health), Datuk Dr Lokman Hakim Sulaiman,
urged the public and local governments to work in tandem to solve this uprising issue
(Fong, 2017). His opinion echoed that of the WHO (2019). As such, the activities
executed by the Malaysian local governments (MLGS) in providing support to this effort
should be identified.

The MLGs have initiated various community-based activities these past recent
years to eradicate environmental-related diseases (Fong, 2017; Ravindran, 2019).
Among the activities include distributing flyers, conducting games, and performing
fogging. The MLGs hold the authority to issue fines to the public upon failing to comply
with cleanliness regulation in their compound (Fong, 2017; Ravindran, 2019), despite
the authority is restricted to their respective territories only.

Upon being governed by state jurisdictions, MLGs refer to independent
organisations established in Malaysia (Othman et al., 2007). Each MLG has different
regulations despite deriving from the same state (Nooi, 1989). Stemming from the
varied regulations, each MLG has its own distinctive features. Despite this variance, all
MLGs share a common ground in terms of their authority to generate their own income
and to spend their own budget allocations (Nooi, 1989). Notably, the budget allocation
expenditure is limited to the benefit of the community.

The involvement of MLGs in combating the uprising dengue cases is in line

with the Local Government Act. The Act stipulates that the MLGs should maintain and



manage the welfare of the community (Local Authorities Ordinance 1961, 1961; Local
Government Act 1976, 1976; Local Government Ordinance 1996, 1996). Some of the
activities include maintaining public amenities, as well as social and environmental
matters (Parliament of Malaysia, 2009). Since they hold the power to manage their
funds, MLGs are responsible for ensuring that all activities meet their objectives.

In order to assess the achievement of their activities, the MLGs have set up their
own internal audit department. This effort was initiated in year 2004 when the Director-
General of Malaysia, through Treasury Circular No. 9, 2004, obliged the MLGs to
establish their own internal audit department. The primary function of this internal audit
department is to oversee the financial management of the MLGs (Ketua Setiausaha
Perbendaharaan, 2004). Later in 2013, the Ministry of Finance issued the Malaysia
Treasury Circular PS3/1 2013, which extended the role of the internal audit department
to oversee the monitoring process of the operations within the organisations
(Perbendaharaan Malaysia, 2013).

One primary responsibility of the MLGs is maintaining the environment by
organising a range of environmental programmes. Therefore, the internal audit
department perform auditing for all the related environmental programmes. This
auditing process is called environmental auditing practices (EAPs). The literature
depicts that EAP is a crucial component in monitoring environmental-related
programmes (Hariz & Bahmed, 2013; Oviir, 2012; Viegas et al., 2013).

In order to facilitate the process of EAP implementation, some MLGs have
adopted a standard published by the International Standards Organisation (1SO),
particularly 1SO 14001. The ISO 14001 refers to a standard in managing environmental
management systems (SIRIM QAS International Sdn. Bhd., 2017). This deployment

had led to various settings for EAPs across different MLGs. This has certainly raised



question about the differences in EAPs between MLGs with 1SO 14001 certification

and non-1SO 14001 certified MLGs.

1.2 PROBLEM STATEMENT
A range of environmental issues, including the rise of dengue cases and poor
management of wastage, have been widely reported, which signify poor monitoring
work performed upon the environmental programmes initiated by the MLGs in
Malaysia (Fong, 2017; Idris, 2017; Utusan Malaysia, 2017). Even the Malaysian
National Audit Department (NAD) (2015) has highlighted the occurrence of
environmental issues in its report. Buang (2007) mentioned that the EAPs in MLGs
were conducted based on the five-year interval due to the high number of auditees,
shortage of internal auditors, and time constraint. Hence, the responsibility to conduct
EAPs is determined by the respective MLGs (Buang, 2007). Similarly, the Department
of Environment (DOE) (2011) outlined that the EAP was largely performed by ISO
14001 certified companies and multinational companies, which were audited by
corporate environmental auditors. Those companies constituted less than 10% of the
manufacturing companies across Malaysia. The absence of uniform EAP for MLGs
(Soh & Martinov-Bennie, 2015; Maltby, 1995) had compelled the internal auditors in
MLGs to draft their own guideline for EAP, thus vastly differing in accordance with
respective MLG jurisdiction. For instance, some MLGs had adopted ISO 14001 - a
standard that manages environmental system (SIRIM, 2017), while others adopted other
different EAPs. Moreover, exploration on the implementation of EAPs by MLGs across
Malaysia in practical reality is in scarcity.

The roles of internal auditors are mostly guided by the objectives outlined within

the internal audit practices (Soh & Martinov-Bennie, 2015; Taminiau & Heusinkveld,



2017; Northcott & Chiang, 2012; Yusoff et al., 2016). The roles of internal auditors
have kept evolving from year to year (Cook, Bommel, & Turnhout, 2016; Yusoff,
Mohamed, & Hadi, 2016). The evolution of the roles of internal auditors depends on
how the internal auditors construct their roles in EAP (Cook, Bommel, & Turnhout,
2016; Bardati, 2006; Kraus & Platkus, 2007), which is largely driven by the
expectations of the stakeholders for internal auditors; either to provide consultancy or
assurance services (Maltby, 1993). Besides, only a few studies have assessed how

internal auditors construct their roles in EAP.

1.3 RESEARCH OBJECTIVES
The research objectives outlined for this study are as follows:
1. To explore the implementation of EAPs in ALPHA and BETA.
2. To determine how internal auditors in ALPHA and BETA construct their roles

in EAPs.

1.4 RESEARCH QUESTIONS

The research objectives raised the following main research questions:

1. How do ALPHA and BETA implement their EAPs and how does the
implementation process of EAPs differ?

2. How do the internal auditors construct their roles in EAPs for ALPHA and BETA?
a) How are functional expectations developed in EAPS?
b) How do the internal auditors interact with the other internal actors in EAPS?

¢) How do the internal auditors respond to the implementation of EAPs?



