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Introduction
Hiring the wrong person can cost companies dearly. It costs companies major dollars. It
can cost you in your career advancement. Depending on the source, mis-hires can cost a
company up to ten times their salary. Governmental studies show the costs of mis-hires
of professionals to be two to three times their annual salaries. In addition, other studies
have shown that approximately 50% of external hires are mis-hires. Hiring the right
person starts with the interviewing process. It has never been more important than the
present to hire the right person. Due to the requirements of the U.S. Sarbanes-Oxley Act
of 2002 (Sarbanes-Oxley) that requires new types of information and services from
internal auditors, the demand for internal auditors is at its highest level in many years.

According to Robert Half Finance & Accounting, researchers have studied the
relationship between interview-based evaluations and job performance. Most hiring
mistakes can be traced to a process that relies too much on the gut judgments of
managers who base their decisions almost entirely on inaccurate interview assessments.
The skill and experience of the interviewer directly affects the general reliability of
interview assessments.

By questioning internal audit management in various types of companies through
surveys, the many aspects of interviewing for their internal audit positions has suggested
a more effective way to interview and evaluate candidates that combined older methods
with a newer technique called situational interviewing.
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THE SITUATIONAL INTERVIEW
Interview Techniques
Conducting a successful interview requires a skilled interviewer to adequately prepare for
the meeting and to recognize and respond to the dynamics of the situation. Although
being a skilled interviewer is part of the equation, applying the correct interview
technique can be just as important. There are several types of interview techniques used
by managers: traditional interview, behavior interview and situational interview
techniques.

Traditional interview techniques have been utilized for many decades. Traditional
interview techniques involve evaluating a candidate s education, grade point average, job
experience, professional achievements, technical experience and personal interaction with
the interviewer. Examples of questions may include Where do you see yourself in five
years?

or

What are your strengths and weaknesses?

Although performing an

evaluation of the candidate s credentials, education and experience is still necessary, the
candidate s job skills can t be evaluated using this technique.

Behavior and situational interviewing techniques are similar but different. Behavior
interviewing techniques are designed to ask candidates to relate what they did in a
specific situation--a historical recollection of a past problem resolution. Questions, such
as, What would you do in this situation? would be asked by the interviewer.
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Situational interviewing techniques focus on what candidates would do in a specific
situation. This technique involves questions that describe a hypothetical situation based
on challenging, real life, job-related occurrences and ask the candidates how they would
handle the problem. Questions may include, How would you handle an auditee who
refuses to provide you with requested documents?

or

Describe how you would

demonstrate leadership qualities and the ability to lead other staff internal auditors toward
completing an audit project. The interviewer plays a role such as that of an irate client or
customer, or as an alternative the company can opt to hire the services of a third party
company to play this role by calling during the interview session. An outsourced
situational interview can costs up to $500 per interview, so utilizing the services of a third
party can be costly.

What makes situational interviewing techniques more effective than behavior?
Situational questions may be useful with less experienced candidates. Inexperienced
candidates can demonstrate their competencies as they might relate to your company
through simulated situations.

Conducting the Interview
Situational interviewing is not a replacement for the traditional or behavior interview
methods, but should be an addition to enhance the interview and make it more effective.
Situational questioning will probe for job-related skills that you may not find under the
more traditional interview methods. Candidates who have been trained to handle the
traditional interview questions will find it more difficult to respond to situational and
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behavior questions. Interviewers must be patient with the applicants because the use of
situational and behavior questioning requires some thought and applicants may not have
been exposed to these types of questions. The interviewer should expect periods of
silence while the applicant formulates answers, but, at the same time, they should be
persistent in requesting specific information using what they have learned from past
situations.

While it is important to ask the right questions, it is equally important to listen for the
answers. Interviewers must train themselves to be good listeners. Robert Half Finance &
Accounting indicates there are five keys to becoming a better listener. The keys are:
concentrate,
don t interrupt,
fight distractions,
keep note-taking to a minimum and
practice, practice, practice.
Listening skills come with experience and practice. The interviewer must understand
what the candidate is describing and should ask the candidate to provide more
information, when it warrants.

Job Skills and Interview Questions
The interviewer must be well prepared and organized in order to properly conduct an
interview. Preparing an interview checklist can assist the interviewer in keeping on track,
covering all questions, completing the interview in a targeted time allotted and assisting
in the evaluation of the candidate once the interview is completed. The checklist should
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contain items such as review of the applicant s resume, skills and characteristics,
previous experience, job accomplishments, job skills, etc. To assist in the evaluation,
incorporate a priority ranking and a weight factor system into the checklist. These also
assist in keeping note taking to a minimum. A checklist of tasks will help organize the
interviewer since some of the tasks, such as reviewing the resume, comparing
qualifications with job description, etc., have to be completed prior to the interview. An
example of an interview checklist is shown on Exhibit 1. The weight factor is a subjective
number based on the situational questions posed to the applicant. Given the priority rating
for each of the skills and characteristics, you can calculate an expected score or a
necessary score by multiplying the priority rating by the weight factor. In the example,
Joe Auditor scored 125. The interviewer may have calculated an expected score of 120.
In this case, Joe Auditor would be considered for the position. Scores should not be the
sole decision maker of the applicant, but as a tool to assist in the decision making
process.
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Exhibit 1: Example of a Completed Interview Checklist
Applicant s Name:

Joe Auditor

Position:

Senior Internal Auditor

Department:

Internal Audit Department

Date of Interview:

April 15, 2004

Instructions:
The first section of the checklist should be completed prior to the interview. The second
section of the checklist will be completed during and/or immediately following the
interview. Based on the hiring position, list the skills and characteristics you feel the
successful candidate needs to possess. Next, determine the priority rating and the weight
for each skill and characteristic. Each skill and characteristic, priority rating and weight
should be completed prior to the interview based on the level of importance to the
success of the job.
Section 1: Prior to Interview
Resume reviewed?

Yes

No

Does the applicant possess the minimum requirements

Yes

No

(i.e., education, professional designations, etc)? If not,
note exception.
Section 2: Job Skills and Characteristics
Skills and Characteristics

Priority Rating (R)

Weight (W)

Total

(1 = Low; 5 = Critical)

(1 = Poor;

(R x W)

5 = Excellent)

Organizational Skills

5

4

20

Interpersonal Skills

4

5

20

Commitment

3

3

9
125

Total Evaluation Score
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As mentioned earlier, the interviewer must be prepared for the interview by developing
the necessary job skills and corresponding situational questions before the interview,
keeping in mind the level of the candidate(s) being interviewed. You wouldn t ask the
same situational questions to an applicant interviewing for an associate/entry level
auditor position that you would ask an applicant interviewing for a senior or consulting
level auditor position. See Exhibit 2 for examples of situational questions relating to job
skills.
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Exhibit 2: Job Skills and Interview Questions
OBJECTIVES

QUESTIONS

Organizational Skills
Ability to create effective workpapers

Producing well-documented and organized workpapers is a big
part of completing audit assignments. Can you describe a
situation where well-organized and documented workpapers
aided you in an exit conference with an auditee?
What was the outcome?

Ability to prioritize

Completing audit assignments in a timely manner is extremely
important, especially when it is a special request from upper
management. How would you handle a situation when unforeseen
delays impacted the completion date of the audit?
What kinds of delays can you expect?
What happens if you do not meet the deadline?

Ability to delegate tasks

While working as the lead person on an audit project, the internal
auditor assigned to assist you is not pulling his weight. Your
manager views this person as a top-notch auditor. With time
constraints becoming an issue, how would you deal with this
situation?
Would you go to your manager?
What outcome would you expect?

Interpersonal Skills
Internal customer relations

A new manager was hired in a department that had been resistant
to internal audit suggestions in the past. You have just been
assigned to complete an audit in that department. How would you
approach the new manager in achieving a better relationship?
How could your expertise in the department benefit in convincing
the new manager that internal audit is there to help improve their
operations and not to be the bad guy ?
Explain what actions you would take if the new manager treated
internal audit in the same manner as the former manager?

Being a team player

Internal Auditor Jones has been assigned to complete an
assignment reviewing field employee expenses. Jones is an entrylevel auditor who began with the company only about three
months ago. You have extensive experience in the area.
Currently, your workload takes all of your available time. How
would you go about assisting Jones in completing her
assignment?
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OBJECTIVES

QUESTIONS

Ability to deal with people at all levels

Being an internal auditor requires a lot of interaction with internal
customers. While auditing the commission s area of the company,
you found that the commission s accounts were not being
reconciled and the last date of reconciliation could not be
determined. Further review revealed that the commission s area
has hired a new manager approximately six months ago and most
of the employees had less than one year of experience in the area.
As a senior internal auditor having audited the commission s
accounts several times in the past five years, how would you
handle this situation?
The new manager requests that you train his staff on how to
reconcile the accounts. How would you go about accomplishing
this?

Technical Skills
Problem solving

The company VP of Finance has requested the services of
internal audit, asking for assurance that agents are correctly paid
for the commissions earned. Your manager has assigned you to
the project. The assignment requires you to determine if
commissions are properly paid (i.e., deceased agents and
terminated agents should be removed from the systems;
occurrence of the wrong agent being paid should be reviewed;
etc.). The assignment requires you to search through
approximately two hundred thousand electronic records. What
steps will you take to complete this assignment?
You have been assigned to complete an audit in a new area in
your company, which administers leaves for companies. No one
in the internal audit department has any experience with
administrating Family Medical Leaves. How will you go about
starting this type of audit?

Ability to apply knowledge

You are an experienced senior internal auditor with extensive
knowledge of the company s systems, an expert user of ACL
software (audit software package used to analyze large amounts
of data), and an expert user of Microsoft Excel and Access. While
completing an audit of a retail store s inventory, the store
manager expressed concerns over the goods received from XYZ
Soft Drink Company. The store manager feels his inventory
shortage in the beverage department is related to this vendor.
What steps would you take to determine if there is a problem with
the receipts or returns of XYZ Soft Drink Company?

Knowing limitations

You are an experienced senior internal auditor who is a better
than average user of Microsoft Excel and Access. You have been
asked to analysis the American Express statements (both
electronic flat files received on CD s from Amex and paper
copies) of senior management for the past two years. There are
other auditors who have much more knowledge of this area. How
would you go about completing this audit assignment?
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OBJECTIVES

QUESTIONS

Professional Growth
Taking initiative

The internal audit department just received a new automated
auditing software package. Training of this software is scheduled
in four weeks for the staff. No one has any knowledge of how to
use it but the software provides many features that will make
documenting easier. The software provides help menus to assist
in every function. Your manager has mentioned it would be
helpful if everyone could spend some time making himself or
herself familiar with the software. You have just been assigned a
new audit project that requires a tremendous amount of
documenting and the audit will take approximately six months to
complete. Explain how you would go about handling this audit?
Would you complete the audit the old method or attempt to use
the software?

Ability to learn on the job

You are a field auditor with a national retail store chain. The
audits performed are canned audits. Every six months the audit
is revised. In the most recent revision, you notice there is a new
section in the audit for Western Union services. Your manager
has instructed every field auditor to start performing audits on
Western Union due to upper management s concerns. How will
you go about learning this new area in addition to completing
your normal audit tasks?

Communication Skills
Ability to communicate

As a field auditor of a national home improvement retail chain,
you are on the road most of the time. Your manager is located at
headquarters, which is in a different state. You are responsible for
auditing a group of stores on an annual basis. While auditing one
of your stores, you discovered that the store manager is
manipulating his inventory to cover up shortages and the human
resource manager is alternating employees hours worked to
prevent overtime from appearing on the weekly payroll records.
What steps will you take to ensure you are covering all bases?

Ability to listen

While reviewing the cash controls in a retail store, the cashier
mentioned that it was about time for the human resource manager
to pick up the cash for the service desk area to replenish the
refund register funds. Most stores handle this by having two
people, one being a member of management; take the cash to the
service desk. You have already completed the review of the
service desk operations and noted only minor deficiencies.
However, you did recall that the refund register had large cash
shortages from your review of the register transactions and till
balancing. How would you handle this situation?
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OBJECTIVES

QUESTIONS

Commitment
Work commitment

You belong to a staff of internal auditors that is short one auditor.
The workload is huge with this shortage. Your manager has just
informed everyone that John, one of the staff auditors, will be
taking a leave of absence due to a critical illness. John was
working on a very difficult assignment. The manager has asked
you to pick up John s assignment and complete it. However, you
are already on an important assignment that was requested by
upper management. What steps will you take to accomplish both
of the assignments?

Service commitment

Internal Audit Department expects its staff of internal auditors to
participate in the local chapter of the Institute of Internal Auditors
in some capacity. Your manager is the current president and has
asked you to become her First Vice President of the chapter.
Being the First Vice President requires several hours of work per
month. However, your workload is tremendous. How will you
handle the extra work for the IIA Chapter?

- 12 -

Interview Evaluation
The final step in the interview process is to evaluate the applicant to determine if he or
she is the right person for the position. Another useful tool is an interview evaluation
form (refer to Exhibit 3). By completing an interview evaluation form, the interviewer
can draw conclusions about the applicants being interviewed. The sum of the scores from
each skill should be calculated to determine the total score. The interview evaluation
form also includes the score from the Interview Checklist. Using the ratings information
from both forms will assist the interviewer in determining whether to consider the
applicant for a position. The interview evaluation form also allows the interviewer to
compare the score to other candidates.
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Exhibit 3: Interview Evaluation Form

Above
Job Skills

Superior
(5)

Average
(4)

Below
Average
(3)

Average
(2)

Organization Skills
Interpersonal Skills
Technical Skills
Professional Growth
Communication Skills
Commitment
Total Evaluation Score

Total Interview Evaluation Score

(from Interview Checklist)

(from Interview Evaluation Form)

Candidate s most important strengths:

Candidate s most significant weaknesses:

Decision:

Recommend

Don t Recommend

How does the applicant s rating compared to other candidates?
1 Superior

(Top 20%)

2 Above Average

(Next 20%)

3 Average

(Middle 20%)

4 Below Average

(Next 20%)

5 Inferior

(Bottom 20%)
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Inferior
(1)

Since the inception of Sarbanes-Oxley, more and more companies are either increasing
the size of their staff or, in many cases, starting their own internal audit departments.
Since it is likely that this change in SEC regulations will cause a shortage of qualified
internal auditors, it is more important than ever before to select the right candidate.
Incorporating situational interviewing techniques with the traditional and behavior
interviewing techniques can increase the likelihood of hiring the right person for the
position. Although there isn t a perfect selection method, the situational interview method
could increase the odds of hiring the right candidate.
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