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ABSTRACT  

This study explores the role of Artificial Intelligence (AI) in enhancing the effectiveness of internal auditing 

to reduce financial and administrative corruption. In the digital era, AI has emerged as a transformative tool 

capable of analyzing vast datasets, detecting anomalies, and supporting evidence-based decision-making—

thereby strengthening institutional oversight and governance. The research examines three key dimensions 

through which AI can influence audit performance: independence and objectivity, competence and 

professional capabilities, and methodology and work procedures. A structured questionnaire was distributed 

to internal auditors across selected institutions, and data were analyzed using SPSS to assess reliability 

(Cronbach’s α) and inter-dimensional correlations. 

Results revealed that AI significantly enhances auditors’ independence (Mean = 3.91, α = 0.817), 

competence (Mean = 3.86, α = 0.724), and methodological efficiency (Mean = 3.78, α = 0.780). Moderate 

positive correlations were found among these dimensions (r = 0.221–0.364, p < 0.05), indicating that AI’s 

impact operates through interconnected improvements in professional practice. These findings confirm that 

AI supports a proactive, data-driven auditing environment that can improve transparency and early detection 

of irregularities. 

The study concludes that AI integration is not merely a technical upgrade but a governance necessity that 

empowers internal auditors to effectively mitigate corruption risks. It recommends developing AI-based 

audit infrastructures, continuous auditor training, and regulatory frameworks to ensure ethical and effective 

AI use in auditing. 

KEYWORDS: Artificial intelligence; internal auditing; financial corruption; administrative corruption; 

digital auditing; audit independence; professional competence; methodology; institutional governance; Iraq 

INTRODUCTION 

The world today is witnessing rapid transformations across various fields of life, driven by unprecedented 

technological advancements—foremost among them is Artificial Intelligence (AI), which has become a 

cornerstone of digital transformation and institutional innovation. AI is one of the most effective 

technological tools creating qualitative change across multiple domains, including accounting and internal 

auditing, due to its remarkable ability to analyze big data and detect irregular patterns that may indicate 

manipulation or financial and administrative corruption. Given the complexity of the regulatory environment 

and the growing volume of data, there is an urgent need to modernize internal auditing tools and 
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methodologies in alignment with the digital era. In this context, AI emerges as a strategic enabler that 

empowers internal auditors to enhance audit quality and efficiency. 

The internal auditing profession plays a crucial role within the framework of corporate governance, ensuring 

compliance with laws and regulations, assessing the efficiency and effectiveness of internal control systems, 

and mitigating operational and financial risks. However, the traditional tools used in auditing are no longer 

sufficient to handle the massive data volumes and operational complexity faced by modern institutions, 

which undermines auditors’ ability to detect irregularities and deviations in a timely manner. Therefore, AI 

becomes a powerful instrument that enables auditors to enhance audit quality through predictive analytics, 

pattern recognition, and natural language processing (NLP)—all of which contribute to improving the 

auditor’s capacity to identify and prevent corruption before it escalates. 

Financial and administrative corruption has become one of the most critical challenges facing institutions 

and governments alike, as it weakens public trust, wastes resources, and hinders sustainable development. 

Experience has shown that traditional oversight mechanisms alone are no longer sufficient to curb this 

phenomenon, which calls for innovative and intelligent solutions capable of predicting and halting corrupt 

behavior before it evolves into financial or legal crises. In this regard, AI technologies offer tremendous 

potential for strengthening proactive and intelligent control systems by detecting atypical transactions, 

analyzing employee behavior and financial operations, and comparing data across time and departments to 

uncover anomalies. 

Accordingly, this study aims to highlight the significance of integrating AI technologies into internal 

auditing functions and to explore how these technologies can serve as an effective tool for combating 

financial and administrative corruption. The study also seeks to identify the challenges internal auditors may 

face in adopting AI-based systems, as well as the opportunities for enhancing their oversight role. Through 

this research, we aim to provide a deeper understanding of the synergistic relationship between AI and 

internal auditing, while emphasizing the expected impact on the effectiveness of institutional governance 

and control. 

RESEARCH METHODOLOGY AND LITERATURE REVIEW 

PREVIOUS STUDIES 

In recent years, there has been a significant increase in the number of studies examining the role of artificial 

intelligence (AI) across various fields, including internal auditing, as interest grows in leveraging modern 

technologies to enhance the efficiency and effectiveness of control processes. These studies have 

approached AI from multiple perspectives—focusing either on the technologies applied in auditing or on 

their potential impact on audit quality and fraud detection. 

Kokina and Davenport (2017) highlighted that AI technologies—particularly Machine Learning (ML)—play 

a crucial role in automating financial auditing procedures, thereby improving the ability to detect unusual 

patterns and potential fraud in financial data. The study also found that AI saves auditors considerable time 

and effort, allowing them to focus more on high-level analytical tasks. 

Issa, Sun, and Vasarhelyi (2016) explored the role of AI in supporting decision-making among internal 

auditors through intelligent decision-support systems and predictive analytics. Their findings indicated that 

AI enhances auditors’ ability to assess risks and identify potential control weaknesses before they escalate. 

The study also emphasized that organizations implementing AI in their internal auditing became more 

resilient to financial corruption. 

Similarly, Yoon, Hoogduin, and Zhang (2015) examined the effectiveness of AI tools in improving data 

reliability and analyzing large-scale financial transactions. Their results demonstrated that using 
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technologies such as neural networks and intelligent algorithms reduces errors and enhances the quality of 

control reports, which positively affects audit outcomes. 

On the other hand, Fernandez and Aman (2021) cautioned against certain challenges associated with AI use, 

including algorithmic bias and lack of transparency in interpreting outputs, which could hinder auditors in 

complex regulatory environments. They recommended equipping auditors with adequate training on AI 

systems and developing clear regulatory frameworks to govern their use in auditing. 

In the Arab context, research remains relatively limited. Nonetheless, Al-Anazi (2020) provided an 

insightful review of AI adoption within Gulf institutions, noting encouraging signs of progress despite 

ongoing challenges related to infrastructure readiness and the availability of qualified personnel. 

Overall, the reviewed literature reflects a broad academic consensus on the importance of AI in supporting 

the internal audit function—particularly in detecting financial and administrative corruption and improving 

institutional oversight quality. However, effective AI utilization requires organizational awareness, proper 

training, and continuous updates to control systems to fully harness its benefits. The scarcity of Arabic 

studies further underscores the need for more research in this domain, especially within distinct regulatory 

and institutional environments. 

SIGNIFICANCE OF THE STUDY 

The significance of this study arises from the growing challenges faced by institutions amid escalating 

financial and administrative corruption and the increasing complexity of accounting and managerial 

operations. In a world characterized by data intensity and rapid transactions, traditional internal auditing 

methods are no longer sufficient for effectively detecting irregularities and misconduct. 

Hence, there is an urgent need for modern tools and technologies capable of keeping pace with this 

transformation—and AI stands at the forefront of such tools. 

This study is significant because it explores the potential of AI to enhance the internal auditor’s efficiency 

and empower them to perform their oversight role more effectively—through intelligent data analytics, risk 

prediction, and anomaly detection that may indicate corruption. Moreover, it highlights the opportunity for 

organizations, particularly in the Arab world, to understand and apply AI within internal control functions, 

thereby promoting transparency and accountability. 

Additionally, this study fills a gap in Arabic academic literature by providing a foundational knowledge base 

for future applied research in AI-assisted auditing. 

RESEARCH PROBLEM 

Despite significant advancements in AI technologies, many institutions continue to rely heavily on 

traditional internal auditing methods, which weakens their ability to detect financial and administrative 

corruption at an early stage. With the continuous growth in data volume and transaction complexity, it 

becomes increasingly difficult for internal auditors to use conventional tools effectively. 

The study problem can be summarized in the following central question: 

To what extent can artificial intelligence support internal auditors in reducing financial and administrative 

corruption within institutions? 

This problem is particularly relevant in light of the global shift toward digitization and smart governance. 
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RESEARCH HYPOTHESIS 

This study is based on the main hypothesis that artificial intelligence positively influences the performance 

of internal audit teams, thereby enhancing their ability to prevent financial and administrative corruption. 

From this main hypothesis, three sub-hypotheses are derived: 

1. First Hypothesis: Artificial intelligence within internal audit teams enhances independence and 

objectivity, thereby improving their ability to detect corruption. 

2. Second Hypothesis: Artificial intelligence within internal audit teams strengthens competence and 

professional capabilities, thereby improving their ability to detect corruption. 

3. Third Hypothesis: Artificial intelligence within internal audit teams enhances methodology and work 

procedures, thereby improving their ability to detect corruption. 

RESEARCH OBJECTIVES 

This study aims to highlight the importance of integrating AI technologies into internal auditing as part of 

broader efforts to combat financial and administrative corruption and strengthen institutional control 

systems. The main objectives are as follows: 

1. To analyze the potential role of AI in advancing internal auditing methods by examining widely used 

technologies such as machine learning, big data analytics, and natural language processing. 

2. To explore the effectiveness of AI in supporting internal auditors in detecting irregularities and 

illegal activities, and in strengthening their ability to identify potential risks early. 

3. To identify the challenges and obstacles institutions may face when implementing AI in auditing, 

including shortages of technical expertise and lack of regulatory frameworks. 

4. To provide practical recommendations for improving digital infrastructure and training auditors to 

use AI tools efficiently. 

By achieving these objectives, the study seeks to contribute to the development of a smart and effective 

internal control system that promotes greater institutional transparency and sustainability. 

RESEARCH GAP AND ORIGINALITY 

Despite growing global interest in AI and its applications in accounting and auditing, studies directly 

addressing the link between AI and internal auditing—particularly within the context of combating financial 

and administrative corruption—remain limited, especially in Arab environments. 

Most prior research has focused either on the technical aspects of AI or its use in other domains such as 

financial analysis or strategic planning, without delving deeply into how AI can empower internal auditors 

to perform their duties effectively in combating institutional corruption. 

This research gap lies in the lack of both applied and theoretical studies investigating how AI can practically 

assist internal auditors in detecting anomalies, improving proactive control quality, and generating data-

driven evidence. Moreover, there is a notable shortage of literature connecting AI with institutional integrity 

in the Arab context, which makes this study particularly relevant. 

The originality of this study lies in its practical integration between the technological dimension (AI) and the 

control dimension (internal auditing) within a framework focused on anti-corruption. This approach gives 
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the study an applied nature aimed at addressing a real and pressing institutional challenge faced by many 

organizations. 

THEORETICAL FRAMEWORK 

ARTIFICIAL INTELLIGENCE (AI) 

Artificial intelligence functions as a system for documenting human expertise and providing multiple 

alternatives that may reduce reliance on human experts, while also eliminating the limitations of fatigue and 

boredom inherent in human capacities (Scherer, 2016, p.56). 

According to Al-Anazi (2022, p.51), AI possesses several distinctive characteristics, including the ability to 

deal with complex and difficult situations, ease of application and knowledge acquisition, and the capacity 

to manage ambiguous conditions in the absence of sufficient information. AI systems can adapt to new 

circumstances and discover solutions through trial-and-error processes, while reusing and applying past 

experiences in new situations. Moreover, AI depends on prior knowledge to understand, learn, evaluate, and 

solve problems even when information is incomplete. 

One of the key objectives of AI is to understand the nature of human intelligence by developing computer 

programs capable of simulating intelligent and high-quality human behaviors. This represents a fundamental 

turning point that transcends traditional information technology, as it implies the ability of a computer 

program to make decisions or solve problems in specific contexts. The high processing speed of computers 

is one of the main reasons for their widespread use in this field. Consequently, AI can be described as a 

behavioral process characterized by features that enable computer programs to simulate human work 

patterns, behaviors, and cognitive abilities, including reasoning, learning, and interaction (Hassan, 2020, 

p.224). 

AI systems typically comprise several main components (Nedeva, 2004, p.22): 

1. Knowledge Base: This includes databases, analytical processing over the internet, and data 

modification. It also involves integrated management information systems that manage user interactions, 

input data into data warehouses, and perform necessary analytical processing. 

2. User Interface: The user interface is a key element influencing user satisfaction and consists of both 

hardware and software. Its design and usability directly affect the effort required by users to input data and 

interpret system outputs effectively. 

3. Search Engine: A collection of programs designed to identify the type and location of required 

information and data within the knowledge base. It also generates new insights by applying coordinated 

analytical and processing strategies. 

INTERNAL AUDITING 

The auditing process is an objective examination and evaluation of evidence to form an independent opinion 

on the reliability of financial and non-financial statements. This process is conducted by a qualified and 

impartial professional who is not involved in preparing the data or directly benefiting from it. The auditor 

issues a detailed report to increase the credibility of the information, thereby enhancing its usefulness and 

reliability (Al-Dhanbiyat, 2010, p.43). 

Internal auditing is defined as an independent unit within the organization’s structure, considered one of the 

most effective internal control mechanisms. It is established by management to serve and assure itself that 

internal control measures are adequately designed, implemented, and functioning effectively. The function 

involves ongoing verification of accounting and statistical data accuracy, safeguarding of assets, and 
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ensuring employee compliance with established policies, plans, and administrative procedures (Iraq Federal 

Board of Supreme Audit, 2015, p.6). 

Researchers, practitioners, and professional organizations have paid increasing attention to the internal 

control system and its operational efficiency. As organizations grew larger, employing thousands of 

individuals and operating across dispersed locations with diverse transactions, the need arose to evaluate 

internal control systems and identify weaknesses that management could no longer monitor directly. Since 

external auditors could not continuously perform such evaluations throughout the year, the internal audit 

function emerged to fulfill this gap (Stettler, 1977, p.81). 

Internal auditing has gained global significance, especially with the rise of financial fraud incidents 

worldwide. Studies and statistics indicate that organizations lose approximately 6% of their annual income 

due to fraud and misuse of resources. Many of these losses could be prevented through effective internal 

audit departments (Ahmed Mostafa, 2012, p.5). 

FINANCIAL AND ADMINISTRATIVE CORRUPTION 

There is an international consensus on the definition of corruption as provided by Transparency 

International, which describes it as “any act involving the misuse of public office for personal or group 

gain” (Shamiya, 2008, p.17). 

Financial corruption refers to fraud in accounting and auditing practices, including manipulation and 

embezzlement, characterized by intent and deliberate concealment of facts to obtain personal benefits or 

mislead others (Mohammed, 2008, p.42). It can also be defined as a set of negative violations committed by 

an employee while handling financial transactions, whether related to public interest or dealings with 

citizens. 

Administrative corruption, on the other hand, is the exploitation of public office and resources for personal 

or group gain in violation of laws or ethical standards. This may occur due to individual motives or external 

pressures, and can manifest in both individual and collective behaviors (Hamriya, 2018, p.279). 

Corruption takes various forms, starting with the abuse of public authority for personal gain, including 

bribery, embezzlement, extortion, favoritism, and fraud, all of which cause societal and economic harm. The 

key manifestations include: 

 The degradation of moral values and the spread of crime and unethical behavior in society. 

 Negligence in applying professional performance standards and declining commitment to the public 

interest. 

 Feelings of injustice, frustration, and lack of belonging, leading to social resentment, poverty, and 

unemployment. 

 Inability to attract foreign investment and increased capital flight due to lack of trust in the 

regulatory environment. 

In summary, financial and administrative corruption undermines institutional integrity and economic 

stability, making the role of internal auditing supported by artificial intelligence increasingly vital in 

establishing transparency, accountability, and good governance. 

THE APPLIED ASPECT 

Reliability (Cronbach’s Alpha): 
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 Independence and Objectivity (A): α = 0.817 → Very Good 

 Competence and Capabilities (B): α = 0.724 → Good 

 Methodology and Procedures (C): α = 0.780 → Very Good 

Dimension Means (Scale Range: 1–5): 

 Independence and Objectivity: 3.91 → Positive Tendency 

 Competence and Capabilities: 3.86 

 Methodology and Procedures: 3.78 

Table 1. Descriptive statistics of items 

Item Mean Std. Dev. Min Max 

A1 3.82 1.03 1 5 

A2 3.99 0.84 2 5 

A3 2.08 1.04 1 4 

B1 3.81 0.92 2 5 

B2 3.78 0.99 1 5 

B3 2.01 1.01 1 5 

C1 3.7 1.01 1 5 

C2 3.78 0.99 1 5 

C3 2.15 1 1 4 

Source: Prepared by the researchers based on SPSS analysis. 

Items supporting the positive role of AI scored above the neutral midpoint (3): 

A1 = 3.82 (SD = 1.03), A2 = 3.99 (0.84); 

B1 = 3.81 (0.92), B2 = 3.78 (0.99); 

C1 = 3.70 (1.01), C2 = 3.78 (0.99). 

Conversely, negatively worded items scored lower: 

A3 = 2.08 (1.04), B3 = 2.01 (1.01), C3 = 2.15 (1.00), 

which is logical, as respondents generally perceived AI as having a positive impact on internal auditing. 

The moderate variability (SD ≈ 0.84–1.04) indicates adequate dispersion, supporting valid correlation 

testing. The low means for negative items confirm internal validity—participants consistently rejected 

negative statements about AI’s role. 

Links to Hypotheses 

 A1–A2 support Sub-Hypothesis 1 (Independence/Objectivity). 

 B1–B2 support Sub-Hypothesis 2 (Competence/Capabilities). 

 C1–C2 support Sub-Hypothesis 3 (Methodology/Procedures). 
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Table 2. Descriptive statistics of dimensions 

Dimension Mean Std. Dev. Min Max 

Independence 3.91 0.83 1.67 5 

Efficiency 3.86 0.78 1.67 5 

Methodology 3.78 0.83 1.67 5 

Source: Prepared by the researchers based on SPSS analysis. 

All means exceed the neutral value (3), with standard deviations around 0.8—indicating a positive 

perception among respondents that AI enhances these dimensions. The values suggest alignment with the 

three sub-hypotheses. 

Table 3. Correlation matrix between dimensions 

Dimension Independence Efficiency Methodology 

Independence 1 0.221 0.273 

Efficiency 0.221 1 0.364 

Methodology 0.273 0.364 1 

Source: Prepared by the researchers based on SPSS analysis. 

Pearson Correlations (r) and Significance (p): 

 Independence ↔ Methodology: r = 0.273, p = 0.019 → Positive and significant 

 Efficiency ↔ Methodology: r = 0.364, p = 0.0016 → Positive and stronger 

 Independence ↔ Efficiency: r = 0.221, p = 0.060 → Positive, marginally significant 

These positive low-to-moderate correlations suggest that the three dimensions represent distinct but related 

constructs of AI’s impact on internal auditing. The strongest correlation between Efficiency and 

Methodology is logical, as developing digital capabilities often translates directly into improved audit 

procedures. 

The interconnections indicate that enhancing one dimension (e.g., competence) tends to reinforce others 

(e.g., methodology), supporting the theoretical proposition that these dimensions collectively improve 

corruption detection capability. 

Table 4. Corrected item–total correlations 

Item r_item-total Item r_item-total Item r_item-total 

A1 0.723 B1 0.577 C1 0.625 

A2 0.639 B2 0.609 C2 0.654 

A3_R 0.665 B3_R 0.457 C3_R 0.572 

Source: Prepared by the researchers based on SPSS analysis. 

 Independence/Objectivity (A): A1 = 0.723, A2 = 0.639, A3_R = 0.665 → Strong and consistent. 

 Competence/Capabilities (B): B1 = 0.577, B2 = 0.609, B3_R = 0.457 → Acceptable overall; B3_R is 

slightly weaker but within acceptable limits (>0.30). 

 Methodology/Procedures (C): C1 = 0.625, C2 = 0.654, C3_R = 0.572 → Good to strong. 
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All correlation coefficients exceed 0.30 (acceptable) and most exceed 0.50 (good), confirming that the items 

contribute meaningfully to their respective constructs. 

Reliability Summary 

Dimension Cronbach’s Alpha (α) Interpretation 

Independence/Objectivity (A) 0.817 Very Good 

Competence/Capabilities (B) 0.724 Good 

Methodology/Procedures (C) 0.78 Very Good 

Source: Prepared by the researchers based on SPSS analysis. 

Values of α ≥ 0.70 are considered reliable, and α ≥ 0.80 indicate strong internal consistency—confirming 

that the scales are dependable for further analyses such as correlations or regressions. 

Hypothesis Discussion 

First Hypothesis: AI enhances independence and objectivity within internal auditing, improving its ability to 

detect corruption. 

 Mean = 3.91 (SD = 0.83). 

 One-sample t-test vs. neutral value (3): t(72) = 9.311, p < 0.001, d = 1.09 → Large effect size. 

 Reliability α = 0.817; strong item–total correlations (≥ 0.639). 

Decision: Statistically supported for enhancing independence and objectivity. However, the direct effect on 

corruption detection could not be confirmed due to the absence of a dependent variable measure. 

Overall: Partial acceptance (first part confirmed; second part requires further testing). 

Second Hypothesis: AI enhances competence and professional capabilities, improving the ability to detect 

corruption. 

 Mean = 3.86 (SD = 0.78). 

 t(72) = 9.384, p < 0.001, d = 1.10 → Large effect size. 

 Reliability α = 0.724; item correlations good (B3_R weaker but acceptable). 

Decision: Supported for competence enhancement; partial acceptance due to lack of direct corruption 

detection measure. 

Third Hypothesis: AI enhances methodology and work procedures, improving the ability to detect 

corruption. 

 Mean = 3.78 (SD = 0.83). 

 t(72) = 7.976, p < 0.001, d = 0.93 → Large effect size. 

 Reliability α = 0.780; item correlations strong. 

Decision: Supported for methodological improvement; partial acceptance for corruption detection link. 

Questionnaire Items 

Section (A): Independence and Objectivity (Sub-Hypothesis 1) 

 A1. The use of AI provided objective evidence that reduces subjective influence on audit outcomes. 

 A2. AI helped protect the independence of the audit function against administrative pressures. 

 A3. The use of AI increased management interference in audit results. (Reverse item) 
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Section (B): Competence and Professional Capabilities (Sub-Hypothesis 2) 

 B1. AI enabled us to analyze large data sets more quickly and accurately. 

 B2. The audit team possesses the necessary skills to operate AI tools and interpret their outputs. 

 B3. AI tools slow down audit work and hinder task completion. (Reverse item) 

Section (C): Methodology and Work Procedures (Sub-Hypothesis 3) 

 C1. AI improved the documentation of audit procedures and workflows. 

 C2. AI contributed to the transition toward continuous auditing and risk-based prioritization. 

 C3. No tangible change occurred in work procedures after adopting AI. (Reverse item) 

CONCLUSION  

The quantitative results demonstrate that artificial intelligence has a statistically significant positive impact 

on strengthening internal audit independence, competence, and methodological efficiency. These 

improvements collectively enhance audit quality and create a more proactive control environment conducive 

to detecting and preventing financial and administrative corruption. Although the study’s measures focused 

primarily on perceptual indicators rather than direct corruption detection outcomes, the results strongly 

suggest that integrating AI tools within internal auditing represents a strategic enabler for institutional 

integrity and governance excellence. 
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