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The objective of firm has evolved in response to the
which g0€s back to 1950s. The traditional theory of t
aximizing shareholder wealth. Hettihewa (2016)

noted that the debate over whether firms should f(;c
cerve an array of broader social goals. Bowen (1953)
the Fim to shareholder theory and from there to s
Theory of the Firm posits that firms maximise th

wealth of thelr _stalxeholders (Fl’]l’l.p, Hill, & Chen, 2013; Gervais, Heaton, &Odean, 2012; Graham,
Harvey, & Puri, 2015). Post-audit a key input to achieving that : . :

. ited capital across a plethora of viabl SAleNIE e goal, is t.he rational allocatlo'n of
fimi ¢ Wy 55 OF Viable prospective investment. Post-audit refers to an analysis of
the outcome 0T a cal-altaI bu'd.getmg investment. The results of this audit are then incorporated into
future .capntal GHCERUIE (.iCC]Slons, t.hereby improving the decision-making process (Graham, Harvey,
& Puri, 2015).The effective allocation of scarce resources is a key part of long-term success. Amold
and Hatzopou_.los (2000) suggest that the effective allocation of scarce resources can be best achieved
through a capital budgeting process. Such a process will increase firm performance in making ethical
investment decisions by assisting to confirm that a corporate strategy is followed; that all investment
opportunities are considered and that unplanned/unjustified decision making is minimized. Prior
studies on the practice of post-audit procedures in many countries have revealed that firms are
progressively employing more and more refined post-audit process for making investment decisions
(De Andrés, De Fuente, & San Martin, 2015; Farragher et al., 2001). This study focuses on the post-
audit procedures in two countries at two different stages of economic development; developed and
emerging economies. Australia is a typical example of a developed economy and albeit in the world
arena it is often considered a small open economy, its business practices are well respected. Although
Sri Lanka is an emerging economy it is still considered developing. Since the conclusion of the civil
war in 2009, Sri Lanka has witnessed considerable economic progress despite some ongoing political
issues. As a result, long-term investment has increased significantly, as have the range of post-audit
process being used by firms. This study will compare the audit-process of both Australian and Sri
Lankan firms in order to provide insights and evidence of the. use of diff'.?rh?g investment analysis to
help managers determine the most appropriate practices that will help maximize firm wealth.

METHODOLOGY

)

‘he firm over relied on the now diéputed goal of
in discussing this corporate shift in objectives,
US on producing economic goods and profits or
Was part of a vanguard that shifted the Theory of
takeholder theory (Freeman, 1994). The current
eir value by making decisions to maximize the

this study is (initially) the 200 listed firms on the Australian Securities
Exchange (ASX) from S&P/ASX200 and the 294_ Iisted' firms on the Colombf) St.ock Exchange
(CSE), as at February 016. In selecting the populattol?, this s‘tudy excflucles'ﬁnanc:lal, mve.stment and
Seourit’ies sector firms because their unique financial attnbu.tes, mte?nsxty of tegu!atlon, a.nd_/or
; ; aoe are likely to confound the outcomes being studied. Also, the risk of missing
o S uding firms that were not listed throughout the review period. After the

CIRCTE b excl s . . . .
d{a'ta 'was‘ mmlllTS‘:)S eAdustyraliem listed firms and 150 Sri Lankan listed firms remained in the population.
eliminations,

The population of interest in

114

Scanned with CamScanner

:t‘

P = LR

SR AT S L BT

EOTE St

Aok

KR s e

4 BT

£

v pet mos Bkl skt

P BT O, S T S R YA




2" Annual R
esearch Symposium in Management

The questionnafre so-ught information on the S
structuretti_ ugglsesgzn:sue survey was used to expﬁ::it t:ued;:o;ﬁ;?: re:)czg e resPonding fims. 4
Lank?ﬂ e examI.JIe of a developed and emerging m:ikt ;res s i
questionnaires from, reSP‘?thely. Australian and Sri Lankan firm e A
48.7 percent for, respectively, the Australian firms and Sri La;kiwefa e e g
compare faVOU_rably to ott_lﬁr re?ent studies, e.g., Trahan and Gitman (1191951"“;; Thes'e i
response f:ttefmg ‘ilugs:onnaue mailed to 700 CFOs; Hermes et al (;(;:)7(; O\l;;i)m;:tall'lz percen:

sponse rate for Dutch firms; 2 ercen
:1; 150 Chinese CFOs. and a 15 percent response rate for a questionnaire mailed to 250pDutch

RESULTS AND DISCUSSION

As per the table 1, ninety six and 89 percent of, respectively, Australian and Sri Lankan respondents
SH’OITBIY GgIce Or Agren that thf? post-audit is an imporEant phase of long-term investment decision
. malfmg. The Australian and Sri Lankan respondents strongly agree or agree by 89 percent that: The

auditor dxscusse:s key results with the CFO dur ing the progress of the review of decisions. Strongly
agree or agree is the response by 67 and 85 percent of, respectively, Australian and Sri Lankan
resRondents to: The firm satisfies the purpose, scope, conduct, and results of the post completion
audit. In te{'ms of: the firm has regular and pre-agreed procedures for the post-audit, 65 and 72 percent
of, reS_pectlvely, Australian and Sri Lankan respondents strongly agree or agree. Strongly agree or
agree is the response by 67 and 84 percent of, respectively, Australian and Sri Lankan respondents to:
The results of post-audits assist to evaluate projects and to improve future forecasts. In the survey, 71

and 82 percent of, respectively,*Australian and Sri Lankan respondents strongly agree or agree that: a
ful feedback to investment appraisal. Strongly agree or agree is

post implementation audit provides use
Australian and Sri Lankan respondents to: Audit

the response by 57 and 81 percent of, respectively,
information prompts management to consider a thorough review of the strategic plan. In terms of:

Post-audits relate to the current long-term decisions support process of the implementation, 58 and 81

percent of, respectively, Australian and Sri Lankan respondents strongly agree or agree. The
wed: Audits contribute to improvement of investment

Australian and Sri Lankan respondents revie
and, respectively, 67 and 80 percent strongly agree or

decision by analysing past rights and wrongs
‘agree. In their review of: post-audit conclusions and opinion are logical and well documented, 73 and

85 percent of; respectively, Australian and Sri Lankan respondents strongly agree or agree. In almost
all areas of investment project post-audits, Sri Lankan firms appear to have more faith in their internal

review process than Australian firms.

CONCLUSION
rved in the supplication of post-audit procedures

The cross-national differences that this study obse :
the Australian and Sri Lankan economics and- cultures are

suggest that significant differences in : : . . .
driving the differences in post-audit practices. Th.e Australian business environment be.mg much more
competitive than that of Sri Lanka is suggested n the greater conce‘rn ot: the Australian respondents
for the risks faced by their firms than what was expressed by their Sri Lankan COUI:lterpfirts_ The
Australian respondents appear to be much less pr(.ace_dures and rules‘ llJound thanlthelr Sn_ Lfmkan
counterparts. Another bit of evidence that Australia is more competitive than Sri Lanka is in the

relatively high Sophistication of Australian post-audit procedures.
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Table 01: Results

e iy : ;- : . 'Australia .1'. R SIOEICEN
No PdstTaUdlt e e by j i St‘i;ng Aires Neutr | Disagre Str;ng Mean Std
s QY ) L ew i | agree al [ disagree _________6_:.3_3_-—
| The post-audit is an important phase. 38 | 58 | 2 | 2 0 431 | 0.
— The auditor discusses key results with CFO 13 TR 2 0 4.04 | 0.601
2 | during the progress of the review of decisions.
L—TThe firm satisfies the purpose, scope, conduct, 3.84 | 0.767
3 | and results of the post completion audit. 20 47 31 2 0
1 The firm has regular and pre-agreed 3.69 | 0.925
4 | srocedures for the post-audit. 16 49 | 29 2 4
—T The results of post-audits assist to evaluate 3.60 | 0915
5 projects and to improve future forecasts. 9 a8 K 7 5
— | A post implementation audit provides useful 1 60 | 20| 4 5 3.69 | 0.900
6 | feedback to investment appraisal in your firm. :
— | Audit information prompts management to :
7 | consider a thorough review of the strategic 13 4 | 36| 7 | O 3.64 | 0.802
lan.
| Post-audits relate to the current long-term -
8 | decisions support process of the 9 49 | 29 9 4 3.49 | 0.944
implementation. :
™| Audits contribute to improvement of investment 1.095
9 | gecision by analysing past rights and wrongs. 16 511 20 4 B |20 :
Post-audit conclusions and opinion are logical 75
10 { 2nd well documented. 13 60 | 27 0 0 387,10
S L0 et Sl e 80 5 Sri Lanka !
Post-audit *: .| Strong ; Strongl
No . POSt alfld_l.t' : Yy Aire Nzllxtr Dls:grc " Mean | = Std
- el oy . et e ih AR ] agree disagree
1 | The post-audit is an important phase. 51 38 7 4 0 436 | 0.788
The auditor discusses key results with CFO
2 during the progress of the review of decisions. 20 i 4 : ¢ 4.15 1 0.720
The firm satisfies the purpose, scope, conduct,
: and results of the post completion audit. 21 ot §.9% : g 4.03 } 0.666
The firm has regular and pre-agreed -
4 : E
procedures for the post-audit. e °8. | 29 0 0 3.85 1 0.638
The results of post-audits assist to evaluate
5 e P
projects and to improve future forecasts. A8 B 0 0 3.99 | 0.565
A post implementation audit provides useful
6 p p
feedback to investment appraisal in your firm. 1 et 18 1 0 3.99 1 0.635
Audit information prompts management to ' '
T | consider a thorough review of the strategic 23 58 | 15 4 0 4.00 | 0.745
e plan. :
g Pos't-.audits relate to the current long-term :
decisions support process of the 26 5| 14| 4 0 4.00 | 0.833
| Implementation, '
9 | Audits contribute to improvement of investment
\_gﬁm_ngﬁnalysing past rights and wrongs. le o 16 3 0 3.95 | 0.664
10 | Post-audit conclusions and opinion are logical
?‘ and well documented. K R : ¢ 4.01 1 0.612
ZZE]Dﬂdcnts are asked to rate on Likert scale of 1 (strongly disagree) to 5 (strongly agree). Researchers report the overall
+Standard deviation (Std) as well as the % of respondents that answered 1 (strongly disagree) to 5 (strongly agree).
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