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Introduction

Over the past two decades, countries across the 
Middle East have witnessed a ripple of unprecedented 
transformative events across multiple sectors. 
This momentum has been driven by technology 
advancements, regulation, economic reforms, and 
ambitious national strategies aimed at enhancing long 
term sustainability and competitiveness. 

Governments across the region, led by initiatives 
like Saudi Arabia’s Vision 2030, have launched large 
scale public-sector transformation programs to 
enhance efficiency, improve service quality, and 
reduce operational burdens. Saudi Arabia alone has 
planned for over a hundred transformation programs 
as part of the Vision 2030, covering key areas such as 
technology and innovation, economic diversification, 
healthcare transformation, tourism and entertainment, 
infrastructure and smart cities and many more. 

Similar strategic frameworks are set out across 
the region – notably in the UAE, Oman, Kuwait and 
Qatar. The latter, for example, has a transformative 
roadmap capitalizing on four interconnected pillars: 
human development; social development; economic 
development; and environmental development. 
To deliver, they have recognized the need for a 
safe bridge between the current status and the 
envisioned future. Doing so requires striking a 
balance between modernization and tradition, 
factoring in the needs of the current and upcoming 
generations, which will enable countries to achieve 
sustainable and consistent growth. 

In comparing the various initiatives and programs 
across these Middle East countries, we note that 
strong foundations in social, economic, digital, and 
sustainable solutions are sought after to have each 
scheme realizable. Importantly, companies are evolving 
to align with new rules, regulatory frameworks, 
governance standards, and operational models to 
foster sustainable growth. Traditional, siloed business 
models give way to integrated processes that promote 
collaboration among stakeholders, ensuring calibration 
with national visions and strategic objectives. As 
a result, businesses must navigate an evolving 
regulatory environment while leveraging innovation 
and strategic partnerships to remain competitive in this 
rapidly transforming region. 

This publication is aimed at professionals who 
are seeking to establish a better understanding of 
the synergies existing between Internal Audit and 
business models and the role internal audit may have 
over effectiveness as viewed from operational and 
strategic lenses. We note key implications that are 
required for consideration for any business thriving 
within the Middle East – to shed light upon emerging 
risks such as ESG and regulatory changes. We aspire 
to provide valued insights but also raise awareness 
on contemporary practices that can help any business 
within the region to elevate its practice. 

Businesses must navigate an evolving 
regulatory environment while 
leveraging innovation and strategic 
partnerships to remain competitive in 
this rapidly transforming region.
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The importance of business model 
adaptability and strategic effectiveness

In an evolving business environment, strong business models and strategies are crucial for sustained success. 
They provide a roadmap for achieving organizational goals and thriving through the competitive market. 
Internal audit plays a vital role in helping to ensure that business models remain applicable, adaptable, and 
aligned with strategic objectives. Internal audit can do this by providing independent assessments, capturing 
emerging risks, and by identifying key improvement areas for organizations to address. 

Through continuous auditing, live monitoring and real-
time evaluation, internal audit helps organizations to 
refine operational efficiencies, improve risk mitigation 
strategies, and strengthen compliance, all of which 
contribute to sustained business resilience strategic 
fulfillment. We recognize that a firm’s strategic 
orientation–shaped by experiences, solutions and 
decision-making can lead to path dependencies that 
hinder adaptability. To address this, we leverage a 
scenario-testing knowledge base to better understand 
complex business models. A suitable approach to 
business model adaptation is anchored in opportunities 
and threats analysis, supported by purposeful insights 
and emerging trends. 

To maintain strategic effectiveness, organizations must 
continuously reassess and adjust their strategies, 
processes, and compliance protocols using structured 
methodologies such as SWOT analysis, scenario 
planning, and key performance indicator (KPI) tracking. 

These approaches help them to respond to industry 
shifts and regulatory updates while ensuring 
adjustment with long-term mission-driven objectives. 
Embracing digital transformation, fostering leadership 
agility, and proactively monitoring regulatory 
developments will further strengthen business model 
adaptability in an ever-changing market.

The role of business model and 
strategy in business success

The importance of a strong business model and 
strategy for business success

The introduction of Saudi Arabia’s regional headquarter 
(RHQ) program highlights the importance of adapting 
or business models to evolving regional regulations and 
legal frameworks.1 As more non-local firms establish 
offshore operation in Saudi Arabia, they will need to 
navigate the diverse legal requirements, regulations, 
and compliance mandates. This shift necessitates 
revising governance bylaws, compliance checklists and 
audit programs to ensure fitness in the new business 
context and seamless integration into the local 
business context while adhering to global standards. 

Having a strong business model and strategy 
enhances processes and capabilities – aligning them 
with the organization’s vision and supports informed 
sound decision-making. By ensuring adaptability, 
business can effectively address growth opportunities, 
mitigate risks, and achieve critical milestones. This 
requires a governance framework that promotes 
compatibility, ensuring that operations remain agile and 
resilient amidst regulatory changes.

In the following section, we shed light on the pivotal 
role of internal audit in supporting organizations’ efforts 
to maintain a robust business model and strategy. By 
providing independent assurance and insights, internal 
audit helps businesses assess their process maturity, 

identify areas for improvement, and ensure compliance 
with evolving regulatory requirements, ultimately 
contributing to sustainable growth and harness 
prolonged progress.

How effective internal audit guides decision-
making, resource allocation, and overall direction 
of the organization

In today’s dynamic business environment, internal 
audit plays a crucial role in supporting organizations to 
achieve their strategic objectives. By engaging with 
stakeholders and collaborating with process owners, 
internal auditors validate the factual accuracy of control 
findings and control findings and help ensure that 
businesses derive optimal value from their processes 
and the internal audit insights.

Internal auditors identify gaps in processes, align 
operations with organizational goals, and provide 
actionable insights that enhance decision-making and 
resource allocation. They also assess compliance risks 
with agreements entered with multiple stakeholders, 
internal between departments and branches as 
well as external with third-party service providers, 
vendors, and customers, policies. By evaluating the 
effectiveness of existing controls, internal auditors 
help businesses mitigate risks, improve operational 
efficiency, and maintain a competitive edge.

1 “Regional Head Quarters.” Invest Saudi, www.investsaudi.sa/en/sectors-opportunities/regionalHQ.
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A management team that carries out corrective actions in response to findings raised within an internal audit report in a 
proactive manner will benefit from increased operational effectiveness and enhanced controls efficiency. Insights from 
an internal audit function can bring a wealth of additions and can potentially lead to improvements in business model, 
process flows, resource utilization, and governance practices, driving steady work aspects.

By continuously assessing compliance, optimizing resource allocation, and supporting targeted decision-making, 
internal audit serves as a catalyst for operational excellence, enabling organizations to adapt to changing environments 
while maintaining alignment with their core objectives.

Key roles for internal audit

Operational optimization

Decision-making support

Resource allocation

Corporate governance and compliance

•	 Internal audit reviews operational processes to identify inefficiencies and recommend 
process redesigns that align with evolving business needs and best practices. By 
scrutinizing operational workflows, for example, internal auditors can help to ensure 
the effective use of assets and alignment with long-term strategic objectives.

•	 Internal audit provides data-driven insights that help management make more informed 
decisions and ensure alignment with planned objectives.

•	 By benchmarking performance metrics, and identifying areas for improvement, internal 
auditors can guide organizations towards greater operational efficiency and effectiveness.

•	 Internal auditors assess resource utilization, ensuring that manpower and financial 
assets are optimally allocated to support organizational goals. For example, by 
cross-analyzing team backlogs with project work-in-progress, internal auditors 
can recommend utilization targets that enhance productivity and reduce costs. 
This process involves comparing initial effort estimations with actual manpower 
deployment, leading to improved efficiency and cost savings.

•	 A robust corporate governance framework in place, including zero tolerance policy against 
corruption, fosters transparency and accountability. Internal auditors can help to ensure 
compliance with both internal guidelines and external regulatory frameworks, helping 
organizations navigate changing legal environments, whilst maintaining operational integrity.
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The role of internal audit in evaluating the business model and strategy, and its 
alignment with the overall strategy

In today’s data-driven environment, organizations must continuously evaluate and optimize their business models to 
maintain competitiveness and achieve strategic objectives. Internal audit can help to evaluate business models and 
strategy, facilitate the identification of risks and opportunities, and recommend improvements to ensure alignment 
with organizational goals.

Internal audit: Ensuring 
relevancy and effectiveness

Enhancing compliance and benchmarking performance

Providing actionable insights

Evaluating strategic alignment

Identifying and managing risks

Enhancing operational performance

•	 Internal audit evaluates compliance with industry regulations and internal policies, thereby 
helping to ensure that the organization operates within legal and ethical boundaries.

•	 Benchmarking against industry standards helps to identify areas where the organization 
can improve its performance and competitiveness.

•	 By analyzing policies, procedures, and operating models, internal auditors can assess 
how well the business model and strategy align with organizational goals, giving 
departments are greater chance of contributing effectively to organizational agendas.

•	 Internal auditors provide observations aimed at refining business models and 
strategies, enabling the organization to adapt to changing market conditions.

•	 Reviewing business models and strategies to help ensure they align with the 
organization‘s overall goals. This includes assessing performance data to identify 
operational inefficiencies and recommending adjustments to bridge performance gaps. 
Tools such as SWOT analyses provide insights into internal strengths and weaknesses, 
while business models canvases can help clarify the key components of a company’s 
operations and value of delivery. 

•	 Internal audit helps to ensure that risk management practices are aligned with positional 
goals, helping organizations mitigate potential threats and capitalize on opportunities.

•	 Internal auditors can facilitate the capturing and assessment of risks at the process 
level, ensuring that all potential vulnerabilities are highlighted, by collaborating with the 
process owners.

•	 Core internal audit activities, such as assessing risk management and testing controls, 
supporting a robust business model and strategy, helping refine strategies and improve 
operational performance. 

•	 By capturing core processes, revenue streams, stakeholders, and objectives, internal auditors 
help to ensure the business model effectively guides the organization toward its mission.

Key activities of internal audit in business model assessment:
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Close cooperation with process owners allows internal auditors to gain a deep understanding of process 
dynamics and risks that may not be apparent from high-level reviews. This collaborative approach ensures that risk 
assessments are comprehensive and that internal audit observations are practical and actionable. It is by aligning 
the internal audit planning in a calculated manner with the organization’s overall strategy that internal audit’s 
mandate can be delivered without compromise, while being granted necessary influence and authority from the 
board of directors and senior management.

Internal audit activities: Enhancing relevance and effectiveness

The internal audit process is aimed at ensuring the business model remains adaptable and relevant by analyzing 
decision-making strategies and stakeholder lessons, helping businesses refine their model for improved resilience. 
Based on industry trends and as the result of consensus indicated in market research, five key factors influence the 
effectiveness of internal audit:

Key internal audit activities

Internal auditors play a critical role in closing 
performance gaps with current state assessments 
by identifying weaknesses through comparison 
against KPIs and providing actionable insights. These 
assessments also offer senior management and the 
board a bird’s eye view of business performance 
relative to the desired supply chain, along with 
independent testing of internal controls. 

Variations found during internal audits can be mapped 
to models like the balanced scorecard, helping 
management implement feedback controls and align 
improvements with strategic objectives. Internal 
auditors enhance business model effectiveness by 
collaborating with specialized units and integrating 
updates within audit programs. They can also test 
data and assess variances from standard metrics, 
ensuring strategic alignment. 

Through risk assessments and agile risk 
management approaches, internal auditors help 
organizations address regulatory, cultural, and 
geopolitical risks, maintaining resilience. Optimizing 
the audit process includes evaluating progress, 
ensuring proper staffing and supervision, offering 
support, conducting briefings, and reviewing 
performance monitoring for relevance and 
effectiveness. 

Internal Audit enhances the relevance and effectiveness 
of business models by identifying performance 
gaps, supporting purposeful alignment, and fostering 
resilient operations. Through collaboration, agile risk 
management, and continuous process optimization, 
internal auditors help organizations maintain compliance 
and usher the way towards their envisioned wins.

Assessing the impact of regional regulations on 
the business model

When assessing the impact of regional regulations on 
the business model, Internal Audit can help to ensure 
compliance and highlight risks and opportunities. 
They evaluate the regulatory landscape, particularly in 
regions with complex jurisdictions and international 
regulations, and help businesses adapt to the changes 
in frameworks while maintaining operational efficiency 
and mitigating risks. 

Key activities for internal audit in regulatory 
compliance

Internal auditors play a vital role in regulatory compliance 
by continuously monitoring regulatory changes and 
analyzing the impact of new laws to ensure convergence 
with legal requirements. They can evaluate legal 
frameworks against organizational practices to identify 
compliance gaps and recommend corrective actions that 
mitigate legal and financial risks.

Organizational characteristics
The structure, culture, and governance of internal audit functions 
directly impact their effectiveness.

Relationships
Collaboration with stakeholders and specialized units strengthens 
audit outcomes.

Processes
Standardized procedures and agile methodologies enhance 
audit efficiency.

Resources
Adequate staffing, technology, and expertise ensure 
comprehensive assessments.

Coordination
Alignment with other assurance providers promotes consistency 
and reliability.
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Internal auditors also assess how regulatory shifts 
affect business models and provide actionable 
observations to help leadership adapt while remaining 
competitive. As a third line of defense, they offer 
independent insights and measurable strategies to 
navigate regulatory complexities and align long-term 
goals with compliance needs. Through regular risk-
based audit assessments, controls testing, continuous 
monitoring and process reviews, internal auditors 
can help to ensure ongoing compliance and support 
operational resilience in a dynamic environment. 

Evaluating the effectiveness of strategies for 
navigating cultural nuances in the market

Internal audit plays a paramount role in evaluating 
the effectiveness of strategies for navigating cultural 
nuances by understanding the cultural context, 
identifying challenges, and recommending solutions 
for management to consider. Aligning strategy with 
cultural and local conditions is essential for ensuring 
effective business operations within specific market 
environments. Internal audit helps ensure business 
models and strategy’s alignment with local market 
conditions, supporting long-term sustainability, namely 
local communities’ preferences, socioeconomic norms, 
where cultural and regulatory nuances can significantly 
impact operations. 

By evaluating the conformity of business processes 
with organizational goals, local guidelines, ethos and 
code of conducts, internal auditors help to ensure 
strategies address cultural nuances effectively and 
drive the business forward. They can help organizations 
to capitalize on cultural diversity in the Middle 
East, incorporating these differences into strategic 
evaluations and fostering an environment where best 
practices can be shared. Additionally, internal audit 
evaluates how strategies cater to stakeholder needs, 
ensuring that business processes are responsive to 
cultural considerations. 

Key activities of internal audit in evaluating 
alignment with ESG endeavors

By aligning performance metrics with IIA Standards, 
professional guidelines, and local regulations, internal 
auditors can help to maintain compliance and support 
sustainable growth. 

The role of internal audit cannot be overemphasized 
enough in ensuring an effective governance is realized 
through consistency of the three lines of defense 
with respect ESG matters. Companies reinforce their 
corporate governance by integrating ESG opportunities 
into strategy since they are presently aware of the 
importance of building a capable business model 

that addresses climate risks and natural resource 
constraints, which were the most often cited threats 
for strategic success.2 However, as ESG remains 
unclearly defined, with ambiguity stemming from 
fragmented principles and diverse regulatory 
expectations, it is important to embed ESG values 
across risk practices.

Identifying and mitigating risks associated with 
geopolitical factors

As the geopolitical landscape shifts, cultural differences 
influence business strategies, and internal auditors 
help organizations adapt to these paradoxes. Internal 
audit identifies and reports risks related to geopolitical 
factors by monitoring developments, assessing their 
impact, and recommending strategies to manage 
risks and seize opportunities, thus enhancing overall 
oversight of these emerging risks. 

Key geopolitical risks monitored by internal audit

•	 Global fragmentation and shifting alliances
Changes in international relations can disrupt 
supply chains, impact trade agreements, and 
create regulatory uncertainties.

•	 Political instability
Unrest and government changes can introduce 
operational risks, regulatory shifts, and financial 
volatility.

•	 Food insecurity and resource scarcity
Supply chain disruptions due to resource 
shortages can impact production costs and 
availability. 

•	 Cryptocurrency trends
Regulatory changes and market volatility in digital 
assets pose financial and compliance risks.

•	 Deglobalization
The shift toward localized production and reduced 
global integration can affect market access and 
operational efficiency.

Internal audit’s role in identifying and escalating 
geopolitical risk exposures

Internal auditors play a key role in monitoring global 
developments and assessing their potential impact on 
operations, supply chains, and compliance. They consider 
emerging risks—such as political instability and trade 
disruptions—and evaluate residual risks after controls are 
implemented to ensure adaptability. 

By providing actionable insights, internal auditors support 
strategic adjustments and enhance organizational 
resilience. Their work includes multi-level risk analysis, 
integrating insights from supranational to firm-level 
factors, ensuring that businesses remain agile and 
responsive in a complex global landscape.  

Continuous monitoring and proactive adaptation

Internal auditors play a key role in helping organizations 
stay ahead of geopolitical risks through continuous 
monitoring and proactive adaptation. By identifying 
emerging threats, evaluating residual risks, and providing 
strategic recommendations, they enable businesses to 
navigate an increasingly complex global landscape with 
confidence. For example, internal auditors in the energy 
and logistics sectors have deployed real-time geopolitical 
risk dashboards that are integrated with supply chain data 
and regulatory watchlists, to monitor disruptions related 
to sanctions, cross-border trade policies, or regional 
instability. This enables timely escalation planning the 
response to such events. Their insights help organizations 
mitigate disruptions, maintain regulatory compliance, 
and capitalize on new opportunities, ensuring long-term 
sustainability and competitive advantage.

With ever changing environments, internal audit is 
expected to follow a dynamic approach to be able to 
adapt at the same speed as evolving strategic risks. 
Matters like ESG are existential and no longer a trendy 
topic to just bring about across board discussions. As 
a result, incorporating strategics risks is essential for 
the internal audit function to stay ahead of the curve. 
Roundtables at and between different levels can help to 
better communicate, share and capture risks from a first-
hand approach.

Internal audits enhance organizational performance 
by refining risk management, governance processes, 
and operational performance. With adequate use of 
technology and other enablers such as human capital, 
principled frameworks and targeted operating models, 
organizational excellence becomes more possible. 
The emphasis on deploying technology in internal 
audits as a tool for organizations to stay abreast of 
disruption is realized through a proper integration and 
cohesive cascading of the use of technology across the 
strategic, process and people pillars. For example, as 
stipulated in Standard 4.2, internal auditors are required 
to “use appropriate techniques, tools and technology.” 
Furthermore, Standard 8.2 stipulates that the chief audit 
executive’s strategy should consider “using technology 
to perform services” and the budget should include 
the resources necessary for the function’s operation, 
including training and acquisition of technology and tools 
as rightfully quoted from Standard 10.1.3

2 Internal audit’s role in ESG reporting, white-paper-internal-audits-role-in-esg-reporting.pdf.
3 “Global Internal Audit Standards.” The Institute of Internal Auditors, 2024, www.theiia.org/globalassets/site/standards/editable-versions/
globalinternalauditstandards_2024january9_editable.pdf.
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Looking ahead

Encouraging businesses to leverage internal audit 
for continuous improvement

Reiterating the importance of internal audit in 
safeguarding business model relevancy and effectiveness

The Middle East is a dynamic landscape for businesses, with economies thriving at a 
pace exponentially in respect to growth and digital transformation. That brings the need 
for business models and strategies to not only to remain relevant, but also to anticipate 
emerging risks.   

Organizations in the Middle East are encouraged to leverage internal audit for continuous 
improvement, as it provides independent assurance, fosters resilience, and helps 
organizations adapt to changes. Business models are indispensable and act as a blueprint 
for organizations to assure internal stakeholders and external partners and offer a clear 
mapping of decisions for management on the short and long hauls. 

Through the advisory role provided by internal audit, process owners can make 
reasonably innovative decisions to redesign their operations using the benefits of digital 
technology and data. 

Internal audit is essential in maintaining the relevancy and effectiveness of business 
models, helping organizations continuously adapt to market shifts and regulatory 
changes. Through the IIA’s Model Risk Management (MRM) process, internal audit 
enhances organizational improvement by ensuring practices align with the latest 
industry standards. External validation from bodies like the Capital Market Authority 
(CMA) in Saudi Arabia or the Securities and Commodities Authority (SCA) in the UAE 
further strengthens internal audit’s credibility and impact, reinforcing compliance and 
transparency. On the other hand, following the implementation of frameworks such as 
COSO, businesses may need to seek proactive solutions that may be sizable, scalable, 
and flexible to cater for the organization’s needs, which implicates adjusting controls as 
their business model needs and evolves. 

Ultimately, taking a proactive approach to risk management, compliance, and 
performance optimization strengthens an organization’s resilience and adaptability, 
and helps ensure lasting competitiveness of business models in the dynamic regional 
business environment. 

How KPMG can help

KPMG‘s Internal Audit team delivers comprehensive solutions that 
align with emerging industry trends, regulatory updates, and IIA 
guidelines. KPMG collaborates across disciplines like Performance 
Improvement, People and Change, Digital and Innovation, and Strategy 
to design scalable, efficient solutions tailored to each client’s needs. 

Moreover, there is an inevitable emphasis on model risk management 
(MRM), ensuring that models are robust and align with regulatory 
requirements. Continuous learning and knowledge transfer keep the firm’s 
expertise at the forefront. By upskilling teams through pervasive coaching 
which ranges from tailored hand-on expertise to mentoring teams through 
drill sessions and bootcamps series, KPMG differentiates itself while swiftly 
responding to market needs. KPMG’s thought leadership is reflected in 
regular assessments of global trends, such as gap analyses of IIA standards.

The practice leverages such enhancements to provide equal service 
upgrades to clients in helping them with the implementation and seamless 
experience in adapting to the business transition. This adaptability and 
emphasis on professional development enable KPMG to deliver superior 
value to clients while staying ahead of industry changes.

Read more in Model risk management: A guide for financial institutions in Saudi Arabia
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About KPMG Middle East

KPMG Middle East is a part of the KPMG global organization of independent member firms that operate in 
143 countries and territories and are affiliated with KPMG International Limited. We provide audit, tax and 
advisory services to public and private sector clients across Saudi Arabia, United Arab Emirates, Jordan, 
Lebanon, Oman, and Iraq, contracting through separate legal entities. We have a strong legacy in the region, 
where we have been established for over 50 years. KPMG Middle East is well-connected with its global 
member network and combines its local knowledge with international expertise.

KPMG serves the diverse needs of businesses, 
governments, public-sector agencies, not-for-profit 
organizations, and the capital markets.

Our commitment to quality and service excellence 
underpins everything we do. We strive to deliver to the 
highest standards for our stakeholders, building trust 
through our actions and behaviors, both professionally 
and personally.

Our values guide our day-to-day behavior, informing 
how we act, the decisions we make, and how we work 
with each other, our clients, and all our stakeholders. 
Integrity: We do what is right. Excellence: We never stop 
learning and improving. Courage: We think and act boldly. 
Together: We respect each other and draw strength from 
our differences. For Better: We do what matters.

Our purpose is to inspire confidence and empower 
change. By inspiring confidence in our people, clients and 
society, we help empower the change needed to solve 
the toughest challenges and lead the way forward. 

KPMG’s Impact Plan guides our commitments to 
serving our clients, people and communities across four 
categories: Planet, People, Prosperity, and Governance. 
These four priority areas assist us in defining and 
managing our environmental, social, economic and 
governance impacts to create a more sustainable future. 
We aim to deliver growth with purpose. We unite the best 
of KPMG to help our clients fulfil their purpose and deliver 
against the United Nations Sustainable Development 
Goals, so all our communities can thrive and prosper.

We are dedicated to delivering growth with 
purpose, helping our clients achieve their goals, and 
advancing sustainable progress to ensure that all our 
communities thrive. Empowered by our values, and 
committed to our purpose, our people are our greatest 
strength. Together, we are building a values-led 
organization of the future. For better.
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