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Abstract 

This article examines how the balanced scorecard method affects the efficiency of the internal audit function, 

focusing on Greek banks. We discuss how the use of the Balanced Scorecard is connected to the performance 

enhancement of financial organizations via the mediating role of internal audit. We use a quantitative analysis of 

primary data obtained from a questionnaire survey, supplemented with qualitative data from the perspectives of 

seasoned bank executives in 2017. The sample comprises the main financial institutions in Greece. The study 

found that the Balanced Scorecard is suitable for assessing the performance of the internal audit department in 

financial institutions. It also highlighted its role as a management tool in aligning with the overall business strategy 

and departmental goals of these entities.  
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1. INTRODUCTION 

Technological evolution and complexity of contemporary business environment attract 

research interest in the realm of internal audit. Organizations are always alert in identifying 

risks and applying strategies to mitigate them. Internal audit as a function has passed through 

the stage of infancy in Greek corporations entering an era of specialization based on the 

characteristics of domestic organizations and entrepreneurship. Fraud, corruption and 

infringement of classified inside information are phenomena that business world has always 

been concerned with, especially in banking sector.  

The Balanced Scorecard (BSc), introduced by Kaplan and Norton (2002), has been widely used 

as a lighthouse in the effective management practice as a tool to provide valuable information 

pointing at the same time at areas that top management should focus on in order to improve 

overall business performance. Through the years, research studies have utilized BSc in various 

ways such as performance measurement or strategic analysis or even a tool to direct audit 

scope.  At the same time, its appropriateness of its multifaceted nature was tested through real 

life case studies in various types of organizations and sectors.  

Measuring business performance focusing solely on financial metrics published in financial 

statements emphasizes on past figures and provides a rather shortsighted view on strategy. 

Strategic decisions require the adoption of relevant tools to capture not only past performance, 

but also to indicate future opportunities open to an entity together with financial valuation of 

each of the alternatives. Through this prism, BSc evolves as an alternative tool to the internal 

audit function in fulfilling its consulting role within an organization signaling a transformation 

from a traditional to a contemporary management model.  

Having the above in mind, the rationale for this research paper is to investigate the relationship 

between internal audit and BSc. Focusing on an under researched country in the field (Greece), 

we explore the value and benefits of utilizing the BSC when performing internal audits. We 

focus on the banking sector, which has suffered a lot of pressure not only as a result of the 

global financial crisis since 2008, but also due to sovereign debt crisis in Greece. Staring from 

the analysis of importance of internal audit and the dimensions of BSC in contemporary 

business world, we explore the efficacy of BSC to the value added by the internal audit function 

in financial institutions. Hence, the paper is structured as follows: second part discusses 

existing literature on internal audit, BSC and banking justifying the aim and objectives for the 

study; the third part presents the methodology followed; the fourth part presents and discusses 

data and findings; and fifth part critically discusses major conclusions and proceeds to 

proposals.  

 

2. LITERATURE REVIEW 

The role of Internal Audit in the Greek banking sector 

Recently, there has been a focus on studying the internal audit function. The American Institute 

of Chartered Accountants initiated internal audit in 1983, which has since developed (Pantelidis 

et al., 2011). Internal audit encompasses processes, policies, techniques, and assurance 



  
  
 
 

DOI: 10.5281/zenodo.10848063 

262 | V 1 9 . I 0 3  

activities aimed at safeguarding assets and executing firm strategy (Papadatou, 2005). Internal 

auditing, as defined by The Institute of Internal Auditors, is an impartial and objective activity 

that provides assurance and advisory services to enhance an organization's operations and assist 

achieve its objectives. Sawyer (2003) defined it as a methodical, unbiased assessment of an 

organization's processes and internal controls to verify the accuracy of financial and operational 

information in published statements, identify and eliminate risks, ensure compliance with 

internal policies, efficient use of resources, and achievement of business objectives. Papastathis 

(2003) observed that corporate governance is dependent on internal audits. Internal audit is an 

independent role that utilizes technical and scientific methodologies to evaluate its 

effectiveness and competency, enhancing value and enhancing operations to identify and 

control company risks (Papastathis, 2003). 

Internal audits initially had a distinct focus compared to external audits conducted by certified 

accountants and tax authorities (Tsaklagkanos, 2005; Kantzos and Chondraki, 2006). The 

internal audit function, as stated by the Hellenic Chapter of the Institute of Internal Auditors 

(2008), assists senior management in achieving particular objectives, optimizing organizational 

resources, safeguarding assets, generating dependable performance data, and adhering to 

policies, laws, and regulations. Internal audit strives to enhance corporate performance by 

promoting excellence rather than hindering it with excessive checklists. Internal audit aids top 

management in decision-making. The primary purpose of internal audit is to assist firms in 

achieving success by optimizing resource use, however specific objectives may differ based on 

company size, structure, and industry (Karagiorgos et al., 2010). 

Internal audit encompasses any professional operations that may provide value, not limited to 

financial data (Nagy and Cenker, 2002). Audit types must be differentiated. Audits conducted 

by firms might be financial, administrative, functional, operational, or specialized (Stewart and 

Subramaniam, 2010). Papastathis (2003) explains that financial audits offer a thorough and 

accurate assessment of a business's financial activities within a specific period, administrative 

audits evaluate department performance by highlighting strengths and weaknesses, and 

functional audits pinpoint organizational structural issues and suggest improvements. 

The increasing complexity of companies and their goal to merge and acquire in order to thrive 

need a skilled internal audit department to supervise corporate operations (Karagiorgos et al., 

2010). The consultative role and the accuracy of figures, facts, and information in public 

pronouncements and reports are essential. An internal audit department is necessary to mitigate 

risks caused by human inefficiencies like fraud (Drogalas et al., 2005). Competition from both 

local and international sources has led financial institutions to assess risks and develop and 

exchange valuation models to optimize their portfolios. Since Basel II and the Bank of Greece 

required it, banks have successfully avoided moral hazards and adverse selection (Douros, 

2007). 

The Greek banking business has been significantly altered in the last two decades due to 

mergers, technological advancements, and regulatory reforms. Increased capital adequacy 

should facilitate growth for institutions. The institution requires an internal structural 

framework, internal audit, departmental cooperation, and coordination to achieve the 
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aforementioned objectives (Chatzoglou et al., 2010). In 1998, the Bank of Greece mandated 

financial institutions to create a robust internal audit system, including auditing processes and 

procedures, to guarantee the safe and efficient operation of the firm. Banks manage currency 

and invest in financial instruments. Bank clerks and workers are more prone to pilferage and 

theft while providing these services (Dimou, 2000).  

An internal audit department is crucial for overseeing the integrity and viability of each 

transaction, avoiding errors, and suggesting remedies. Internal auditors' autonomy from the 

activities they examine and unrestricted access to crucial information enhance their likelihood 

of achieving success. The top organizational structure safeguards the internal audit 

department's objectivity and effectiveness by requiring senior management to endorse auditor 

independence (Papastathis, 2003; Nashwa, 2005). These findings align with Rezaee's (1995) 

advocacy for autonomy, data and asset accessibility, and robust risk management, information 

gathering, and process supervision. 

Balanced Scorecard    

In an effort to improve competitiveness, organizations develop models that monitor their 

performance incorporating financial and non-financial measures into them. The transformation 

from industrial to the information age has highlighted the importance of intangible assets to 

offer a competitive advantage. Balanced Scorecard (BSc) offers a framework to organizations 

of private and public sector to describe, evaluate and materialize their strategies aiming for the 

creation of value (Kaplan and Norton, 2004). It was back in ‘90s that Kaplan and Norton (1996) 

introduced BSc as a means of evaluating business performance combining key drivers to it (i.e. 

Key Performance Indicators) including: a) past financial figures, b) projections of future 

financial performance, and c) strategic success (Hoque, 2014).  

BSc has become an invaluable strategic transformation tool ever since, which helps the 

organization to its successful materialization of selected strategic aims to measurable 

operational targets. In essence, BSc translates vision and business strategy into a sum of both 

short- and long-term measures that contribute to excellence and success. Thus, BSc is not only 

a tool of contemporary strategic management (Reisner, 2003) that helps the organization 

overcome fundamental difficulties in achieving its strategic goals, but also a framework that 

offers long-term benefits to its customers, employees, and new product development. In other 

words, BSc offers a balanced view of an entity including advantages/opportunities for its 

success highlighting potential risks and is useful to top management and various stakeholders, 

who require understanding and justification of strategic decisions (Ax and Bjornenak, 2005).  

Successful application of BSc requires the standardization of strategies and targets as well as 

policies to be followed (Kaplan and Norton, 2004). Zervopoulos and Palaskas (2010) assert 

that access to reliable data, prior experience, application of performance measures, investment 

in the improvement and development of human resources, and information communication 

within business hierarchy are fundamentals to the application of BSc.  
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The latter is based on four perspectives; namely, one financial and three non-financial 

(customer, internal processes, and growth, innovation and learning) with each one of those with 

its own targets, measures of performance and policies to be followed. Besides, combining 

financial with non-financial measures of performance is vital to the long-term viability of an 

organization (Kaplan and Norton, 2008). 

Balanced Scorecard and its application on the Greek banking sector  

Many organizations in various sectors have successfully implemented the Balanced Scorecard, 

whether they are public or private, for-profit or non-profit. This has been demonstrated in 

studies by Hoque and James (2000), Cooper et al. (2017), Lee et al. (2017), Papalexandris et 

al. (2004), Nielsen and Sorensen (2004), Malmi (2001), Irwin (2002), and Sohn et al. (2003). 

The widespread use of the BSc across many companies contributed to its growth and the 

framework continues to evolve, demonstrating the flexibility and applicability of its core 

concepts (Bible et al., 2006).  

The BSc was first utilized as a performance assessment tool, with various researchers 

investigating its correlation with financial performance and corporate performance. It was later 

demonstrated to be suitable as a strategic management and audit framework. The BSc 

emphasized the need for senior management to prioritize elements that would enhance future 

performance rather than making decisions exclusively based on historical data analysis. 

Therefore, a direct connection exists between strategy and performance by using the Balanced 

Scorecard (BSc) as discussed by Malina and Selto (2001), Oslon and Slater (2002), and Nielsen 

and Sorensen (2004). 

The adoption of the BSc by organizations is contingent upon their unique and distinctive 

qualities.  Smaller companies, particularly SMEs, may have challenges in successfully 

implementing the BSc because to a lack of skills, advanced knowledge, competence, financial 

and human resources, and senior management's unfamiliarity with strategic decision making. 

SMEs and big firms vary in their innovation tendencies and their comfort with uncertainty 

(Garengo et al., 2005; Boumediene et al., 2013; Basuony, 2014). The BSc was originally used 

as a performance model that included financial and non-financial variables organized into four 

dimensions. It has been used as both a strategic management tool and an audit model. 

Organizational structure and management procedures vary between these two main groups of 

businesses.  

The use of BSc is shown to bring insights into performance assessment and strategic decision 

making, with McAdam (2000) stating that the model positively contributes to all levels of 

organizational hierarchy. Small and medium-sized enterprises are reluctant to embrace the 

Balanced Scorecard because they prioritize short-term financial goals over the long-term 

financial and non-financial components that larger companies consider. Performance metrics 

vary between major organizations, which often use 18-23 measures, and small and medium-

sized enterprises (SMEs), which typically use 5-15 measures. Planning for a BSc is comparable 

for both SMEs and big enterprises, however SMEs make a choice via the four elements quicker 

than large businesses (Andersen, 2001).  
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The process of using the BSc has steps that begin with formulating a vision and progress to 

strategic goals, tactical actions, and performance metrics for a business organization. 

Implementing the aforementioned information involves adjustments since strategy aligns better 

with performance assessment in bigger organizations than in small and medium-sized 

enterprises (SMEs) (Garengo et al., 2005; Malagueño et al., 2018). Another notable distinction 

is that major firms invest in their personnel by offering systematic training, expecting them to 

make a valuable contribution to operational improvement (McAdam, 2000). Employee trust in 

top management and job satisfaction vary between SMEs and larger organizations, impacting 

their performance (McAdam, 2000; Hvolby and Thorstenson, 2000; Johanson et al., 2006; 

Fernandes et al., 2006). An entrepreneur who owns a firm is more attuned to business 

intelligence and delivering strategic information to workers than is often seen in a huge 

organization (Beaver, 2003).  

Both kinds of companies might gain from the use of the BSc from a cost-benefit analysis 

perspective. However, benefits manifest gradually in SMEs whereas costs accumulate shortly 

after adoption. Although the BSc application in SMEs has advantages, it may become 

economically unfeasible.  

The planning process for adopting the BSc follows similar steps in both small and medium 

enterprises (SMEs) and big businesses. These phases include establishing a vision, defining 

strategic aims, and determining appropriate policies and strategies (Andersen, 2001; Fernandes 

et al., 2006; Gumbus and Lussier, 2006). The primary distinction is in the length of the planning 

phase. Andersen (2001) claims that the process is quicker in SMEs due to their smaller 

workforce and simpler organizational structures in comparison to bigger firms. SMEs have 

implemented all versions of the model for performance evaluation and strategic decision-

making as shown by Garengo et al. (2005), Fernandes et al. (2006), Gumbus and Lussier 

(2006), and Henscel (2006). Choosing the right mix of financial and non-financial performance 

measures is crucial for small and medium-sized enterprises (SMEs). These organizations 

typically emphasize specific operational and financial aspects as performance metrics, such as 

delivery times, quality, and accuracy. Emphasizing strategic management is crucial for small 

and medium-sized enterprises (SMEs), since it involves making decisions that support the 

company's vision and goals within a structured framework like the Analytic Hierarchy Process 

(AHP) model (Taticchi et al., 2010; Tenhunen et al., 2001). This concept aligns with McAdam's 

(2000) recommendation for performance assessment systems to have a broad perspective rather 

than focusing just on superficial aspects.   

It is clear from the previous discussion that there is a need for empirical research in the topic, 

particularly focusing on organizations in industries with complex risk dynamics. The internal 

audit department is crucial for maintaining the level of company governance, particularly 

during times of turbulence. Focusing on the financial sector of the Greek economy, we examine 

the effects of both the global financial crisis and the local debt crisis. Our goal is to enhance 

current literature on internal audit performance management by providing empirical evidence 

on how the Balanced Scorecard (BSc) may be used as a management tool to assess the 

performance of the internal audit department in leading Greek banks.      
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3. METHODOLOGY  

This section elaborates on the methodological technique for evaluating the performance of the 

internal audit department in Greek banks using the BSc reasoning.  The population comprises 

workers and managers of the Greek banking industry. We selected a convenience sample of 

100 workers and 50 managers who volunteered to participate in the research by completing a 

questionnaire with 24 closed-ended qualitative questions and 2 open-ended questions. Later 

on, respondents might provide their perspectives on the issue based on their experiences and 

personal observations.   

We created the questionnaire based on recommendations from previous researchers in the area 

and disseminated it via online social media to choose our respondents (Ibrahim, 2015; Rostami 

et al., 2015; Dincer et al., 2016; Nielsen et al., 2017). The framework began with an 

introduction note ensuring respondents' confidentiality. Questions were categorized based on 

the following topics:  

a) Questions on internal audit, 

b) The value and place of internal audit function in hierarchical structure, 

c) Questions on first dimension of the BSc: the internal customer of internal audit,  

d) Questions on second dimension of the BSc: internal audit process, 

e) Questions on third dimension of the BSc: innovation, 

f) Questions on the BSc, its requirements and benefits, and 

g) General questions on each of the respondent of the sample (demographics).  

After we collected responses, we performed a reliability test applying Cronbach’s Alpha 

reliability indicator with values above 0.7 being satisfactory ones and above 0.6 being 

acceptable. The analysis indicated that for groups b and f as described above, Cronbach’s Alpha 

was 0.702, for group c was 0.631, for group d 0.597 and for group e it was 0.634.   

The analysis was performed using SPSS and multicriteria analysis utilizing as interpreting 

variables: a) the bank that each responded worked for, b) if they had experienced an internal 

audit in their departments, c) the years of employees’ banking experience isolating in this way 

the partial effect of each one of the above. 

 

4.  STATISTICAL ANALYSIS AND ECONOMETRIC FINDINGS  

This section presents and discusses the results from the above described data collection. 

Initially, we present the number of respondents per individual bank. According to table 2, 

27.5% were from Pancreta Bank, 18.8% from National Bank of Greece, 18.8% from Alpha 

Bank, 17.5% from Eurobank and 17.4% from Piraeus Bank indicating that our sample of 

respondents worked for the large banks. 
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Table 2: Respondents per Bank 

 

Table 3 shows that 53.8% of bank professionals had more than ten years of banking experience 

in the same bank, 32.1% had a similar experience of 6-10 years, and 14.1% had working 

experience in the sample employer for less than five years indicating that respondents had 

sound banking experience. 

Table 3: Years of working experience 

 

Table 4 indicates that 53.8% of employees believes that internal audit hierarchically refers to 

the audit committee, 42.5% to the Board of Directors, 2.5% to the C.E.O., and 1.3% to another 

person or body. It is important to point that respondents who mentioned that internal audit refers 

to the Board of Directors, they did not have experience from internal audit practice within the 

departments they worked for. Hence, there was a significant part of respondents who did not 

know exactly the organizational structure within the financial institution.    
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Table 4: Knowledge of Organizational Structure 

 

Table 5 shows that 91.3% of employees believes that top management defines the image of 

internal audit within the organization, 88.8% of respondents think that communication dictates 

the added value of the internal audit function, and 84.8% think that it is the annual audit plan 

that affects the performance of the internal audit department. That is why the support and 

confidence from top management could significantly contribute to the improvement of internal 

audit department performance.      

Table 5: Perception of Internal Audit 1 

 

In table 6 we see that 69.2% of employees believes that proposals made from the internal audit 

department are being accepted by top management of each financial institution, 61.3% thinks 

that internal auditors’ work is supported by external auditors, 56.4% feels that internal 
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customers of the internal audit function are satisfied, and 43.1% thinks that internal auditors 

have better career prospects compared to other employees of the financial institution. 

Acceptance of proposals indicates that suggestions made are understood, problematic areas 

have been identified and, effectively, top management was not hesitant in accepting suggestions 

to the improvement of performance of organization. Satisfaction of internal customers is crucial 

for the overall image of the internal audit department within the financial institutions, which 

facilitates not only the applicability of suggestions made but also the collection of new data in 

future audits. Also, respondents have indication that internal auditors have better career 

prospects, which indicates that their work is respected and their auditing experience offers them 

an integrated view of on the operation of the organization, which excels their experience 

leading to promotions to senior posts in the future.     

Table 6: Perception of Internal Audit 2 

 

Table 7 indicates that 84.8% of respondents believes that quality of internal audit depends on 

the spectrum of audit services offered to the entity, 83.8% supports that internal audit 

performance directly relates to the compliance with international auditing standards, 77.5% 

asserts that the dimension of time devoted to perform audits (time expense) affects the overall 

quality of internal audit activity. The latter means that the time dedicated to an audit is accepted 

as a quality dimension by auditees, especially when audits comply with internationally 

accepted standards and widely-accepted audit processes applied to financial institutions 

globally. Moreover, the wide spectrum of audit scope leads auditors to make proposals 

regarding many operations followed by the financial institution, which positively affects 

quality as perceived by auditees.     
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Table 7: Perception of Internal Audit 3 

 

Focusing on innovation, skills and capabilities, in table 8 we see that 82.3% of respondents 

believes that internal auditors are highly educated and attend certified training programs  on 

audit to keep up with the advancements in the field, 46.8% thinks that each internal auditor has 

expertise in different auditing fields, 40.5% expresses satisfaction with the work and services 

offered by internal auditors, and 30.4% expresses its support with the budgeted expense 

(expenditure) on lifelong education and training of internal auditors.  

Table 8: Skills & Capabilities of Internal Audit 
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Finally, we realize that the major advantages of applying the BSc are: a) the communication of 

strategy to all levels of the organization together with the alignment with set targets (potentially 

with the implementation of SWOT analysis), b) the focus on the achievement of specific goals 

with significant impact on strategic success, c) connection between achievement of strategic 

goals/targets and rewards (in the form of remuneration), d) the understanding, clarification on 

the meaning and consent granted for the vision and strategy, and e) the focus of audit scope to 

factors that affect performance aiming for its improvement. In addition to the above, data 

collection revealed that the adoption of the BSc by the sample banks could potentially improve 

communication and cooperation among various departments in each one of them as well as 

accountability to its internal stakeholders. On the other hand, what was not strongly supported 

by respondents was the link between the BSc and i) the needs of society and of other external 

stakeholders, ii) the investment on intangible assets, and iii) the alignment with resources and 

strategic initiatives.       

Referring to the main use of the BSc by the banking institutions of our sample, they suggested 

its appropriateness as: a) an integrated reference tool that covers many dimensions of 

performance measurement, b) a communication tool for the targets and financial performance, 

c) a guidance for the activities of the personnel at all hierarchical levels, d) a management tool 

to monitor and evaluate performance of all departments of the institution (in collaboration with 

the management information systems providing feedback for internal use and decision 

making). 

Moving on to econometric findings, we declare that we present cases of functions with at least 

one estimation being statistically significantly different than zero (possibility of error less than 

1%). Also, we apply a probit analysis with robust estimators.  

 

5. CONCLUSIONS 

The data analysis showed that the BSc is a crucial tool for senior management in organizations, 

especially financial institutions in Greece. Upon completion of a structural change, a significant 

barrier to executing the company plan has been overcome. The model's dimensions include all 

facets of organizational operations. This technique is comprehensive for measuring and 

assessing company performance and may be used across all levels of organizational structure, 

including individual, departmental, and overall performance. 

Internal audit is portrayed as a crucial foundation inside modern organizations, holding a 

multifaceted role that extends across many divisions. Therefore, it aids in reaching goals by 

fulfilling supervising and consultative duties. It monitors processes and provides valuable 

insights to senior management, aiding decision-making and enhancing corporate governance 

inside the firm to protect assets and fulfill the institutional goal. The internal audit department's 

structure determines its performance and impacts the financial institution's overall performance 

in this context. Applying a management tool is essential for the efficient functioning of a certain 

department. The study found that key factors for enhancing the quality of services provided by 

the internal audit department include auditors adhering to globally recognized auditing 

standards and top management acknowledging that these standards enhance the financial 
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institution's operations. Standards must be consistently examined and revised to align with 

evolving business circumstances and hazards in a worldwide context. Internal auditors should 

enhance their expertise via advanced, accredited training programs. 

This study contributes to the current body of research by addressing the lack of information on 

performance management tools suitable for financial institutions in Greece during a crisis 

period from 2011 to 2015. It also documents the opinions of employees in major Greek banks 

on the role of the internal audit department in enhancing performance during a time of 

significant socioeconomic changes that affected financial institutions and the country's 

business and banking landscape.  

The data collected and analyzed showed that most respondents believe: a) the internal audit 

department reports to an audit committee rather than the board or CEO; b) internal auditors in 

financial institutions participate in certified training and lifelong learning programs; and c) 

financial institutions in Greece have implemented the principles of the BSc in evaluating the 

performance of their internal audit departments. 

Noteworthy findings include: i) the reputation of the internal audit department is shaped by 

decisions made by the board of directors and the level of collaboration with them; ii) the board 

of directors typically approve proposals put forth by the internal audit department; iii) the range 

of services provided by the internal audit department impacts its overall contribution to 

business performance; iv) the Balanced Scorecard (BSc) aids in communicating business 

strategy across all levels and aligning with departmental goals; and v) implementing the BSc 

covers various performance metrics.  

Furthermore, workers who have 6-10 years of experience feel that enhancing communication 

inside the financial institution by providing detailed information about the competence of 

internal auditors in different areas of the organization improves the value of the outcomes 

provided by the internal audit department. Experienced participants favored the idea that 

auditors should engage in lifelong learning programs to maintain the quality of their services. 

The results indicate that internal auditors have more opportunities for advancement within the 

corporate hierarchy. 

The study's weaknesses may be attributed to the sample used. It would be interesting to collect 

several sorts of samples, such as a stratified random sample, from bank personnel and then 

compare the results. We might enhance the research by comparing the perspectives acquired in 

this survey with those gathered following the crisis that impacted the Greek banking industry.  

As a potential area for future study, we may analyze and compare our results with data from 

other nations. We might also examine the condition in other areas of the economy. The BSc 

might be used as a performance assessment tool for the internal audit department in different 

corporate environments and compared to other management tools to assess its effectiveness in 

collecting all performance aspects. 
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