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Abstract: Information asymmetry among different management levels and between top 

management and other managers is one of the most significant factors affecting the quality of 

administrative decision making in organizations that leads to escalating risk to make erroneous 

decisions due to absence, distortion or heterogeneity of information. In this spirit, we analyze the 

role of internal audit and internal control systems as two restraints system on trustworthy 

information generation, information asymmetry reduction and transparency in the administrative 

environment. The study seeks to investigate the relationship between internal audit effectiveness 

and efficiency, the role of the system of internal control on one hand, and information asymmetry 

in administrative decision-making at another hand theoretically Induced, supported by relevant 

literature. Under the auspices of this theoretical reflection, the study emphasized that introducing 

an efficient and effective control and auditing system helps in enhancing information reliability, 

as well as improving the quality of administrative decisions made by the management, thereby 

lowering the risks resulting from opportunism and conflict of interest inside organizations. 
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1. Introduction:  

Having a accurate insightful information provides the foundation to make sound management 

decision in today’s organizations . But in the actual world, there exists an information disparity 

between the two administrative bodies (which is termed information asymmetry) and this not only 

lowers decision–making quality but also raises stakes and possibly leads to irrational 

administrative actions when some parties have no or monopolized information (Healy & Palepu, 

2001). 

Recent findings in literature have established that internal control and audit systems are a 

fundamental mechanism to mitigate such problem, as they guarantee the accuracy and reliability 

of information, increases the discipline in an organization, construct tighter organizational 

disclosing mechanisms, and generate transparency between management processes ( risk) Arems 

et al., 2019. Efficient internal control also lessens the chances of false or misleading statements, 

and helps in enhancing reports quality as well as administrative outputs (COSO, 2013). 
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Conversely, internal audit has a strategic role to value MIS by influence on its weaknesses, and 

making recommendations imposing the trustworthiness and reliability of MIS itself so that 

indirectly be able to reduce the information gap between decision-maker and other parties at 

organization (Gramling et al., 2015). 

This study poses the question about whether auditing and internal control reduce information 

asymmetry, in relation to administrative decisions, given the theoretical framework and analytical 

model grounded in specialized bibliography above. 
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Second: Evaluation of the Measurement Model 

Construct Items Factor 

Loading 

Cronbach’s 

Alpha 

Composite 

Reliability (CR) 

AVE 

Internal Audit (IA) IA1–IA5 0.72–0.89 0.88 0.91 0.65 

Internal Control (IC) IC1–IC5 0.70–0.87 0.86 0.89 0.63 

Information 

Asymmetry (IA-dep) 

IA-D1–

IA-D5 

0.74–0.91 0.90 0.92 0.68 

Notes: 

 All factor loadings are higher than 0.7, indicating the validity of the items. 
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2. Path  Coefficients Analysis Results 

Path β (Beta) t-value p-value Significance 

IA → IA-dep -0.42 5.21 0.000 Significant 

IC → IA-dep -0.38 4.87 0.000 Significant 

IA+IC → IA-dep -0.55 6.33 0.000 Significant 

Interpretation of the results: 
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