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ABSTRACT:

Failures in IT-related internal controls signal that the management of IT resources in an
organization can be problematic. These problems can lower the reliability of the information
and processes on which an organization relies to do business. While prior research on the
presence of IT-related internal control weaknesses has focused primarily on principal-agent
issues, this article puts forth an alternative and complementary behavioral-based theory. We
argue that IT Control failures are more probable when managers shift their focus of
attention, specifically when firms: i) perform below their aspirations, ii) are near financial
distress, or iii) have abundant slack resources. Applying a logit regression to a dataset of IT-
related internal control weaknesses, we find that firms reported more material IT-related
internal control weaknesses when they faced financial distress, had a significant amount of
unabsorbed slack, and achieved performance below their historic aspiration levels.
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Harminder Singh is a Senior Lecturer in the Faculty of Business & Law at the Auckland
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